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Abstract

The past decade has witnessed a growing recognition,
throughout the world, of the value of receivables �nancing as
a powerful tool for addressing the working capital needs of
small and medium-size enterprises (“SMEs”). Unfortunately,
the laws of many countries are not conducive to modern
receivables �nancing arrangements. In many developing
countries, the only recognized form of �nancing for SMEs is
a term loan secured by real estate, a form of �nancing that is
not only expensive but beyond the reach of many SMEs.
Financing predicated on receivables and other forms of
personal property is virtually unknown. Even in many
developed countries, the laws fail to recognize concepts that
are essential to modern receivables �nancing arrangements,
or impose formal requirements that make such �nancing
cumbersome or costly.

The absence of modern secured transactions regimes in
other countries not only deprives SMEs in those countries of
this valuable source of �nancing, but also adversely a�ects
U.S. companies that export goods and services to customers

*Senior Legal O�cer, International Trade Law Division (UNCITRAL
Secretariat), O�ce of Legal A�airs, the United Nations.

Principal in the law �rm of Goldberg Kohn Ltd., Chicago, Illinois,
and Co-General Counsel of the Commercial Finance Association.

Director, Institute of Commercial Law; Professor of Law; Edward
N. Polisher Distinguished Faculty Scholar, The Penn State Dickinson
School of Law.

The views expressed in this article are the personal views of the
authors and do not re�ect the views of the United Nations, UNCITRAL,
Goldberg Kohn Ltd., the Commercial Finance Association or Penn State
Dickinson School of Law.

277© 2012 Thomson Reuters E UCC Law Journal E Vol. 44July 2012



located in those countries, because U.S. receivables �nancers
often are unwilling to �nance the receivables arising from
those sales.

In recognition of the importance of receivables �nancing,
the United Nations Commission on International Trade Law
(“UNCITRAL”) developed the United Nations Convention on
the Assignment of Receivables in International Trade (2001).
The Convention deals with two broad categories of assign-
ments, both cross-border in nature: (i) assignments of
international receivables (where the debtor and creditor are
located in di�erent countries) and (ii) international assign-
ments of receivables (where the assignor and assignee are lo-
cated in di�erent countries).

As discussed below, the Convention removes various signif-
icant legal obstacles to international receivables �nancing
and enhances certainty with respect to key substantive law is-
sues, thereby addressing most of the legal issues that cur-
rently serve as impediments to international receivables
�nancing in many countries.

To date, the Convention has languished. Only three
countries (the United States, Luxembourg and Madagascar)
have signed it, and only one country (Liberia) has actually
adopted it. Under the terms of the Convention, adoption by
�ve countries is necessary before it becomes e�ective in any
country, after which the Convention becomes e�ective as the
“law of the land” in each country that adopts it.

There are increasing indications that the United States
may adopt the Convention soon, and there is mounting sup-
port in the U.S. legal community for the United States to do
so. Even though adoption by the United States would not
signi�cantly change U.S. law, it is generally accepted that
one of the signi�cant bene�ts of U.S. rati�cation would be to
encourage other countries to adopt the Convention as well.
Adoption by other countries would not only bene�t SMEs in
those countries, but would also make it easier for U.S. export-
ers of goods and services to obtain �nancing based upon their
receivables owing by customers located in those countries,
which will, in turn, help these exporters to grow and to create
vitally needed U.S. jobs. In this sense, adoption of the
Convention by the U.S. can help facilitate the U.S. economic
recovery.

The purpose of this article is to provide an overview of the
principal features of the Convention, and to show how it ef-
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fectively addresses the impediments to receivables �nancing
that currently exist under the laws of many countries.
I. Introduction

The past decade has witnessed a growing recognition,
throughout the world, of the value of receivables �nancing
as a powerful tool for providing working capital to small and
medium-size enterprises (“SMEs”). In many developing
countries, the only form of �nancing currently available to
an SME is a term loan secured by real property. Term loans
are generally not cost-e�ective as a method of �nancing
working capital because typically the borrower is required to
draw down the entire amount of the loan at closing rather
than as needed in the operation of its business, requiring the
borrower to pay interest on the entire loan. More signi�-
cantly, most SMEs in developing countries do not own any
real property, so they are e�ectively deprived of working
capital �nancing. Even in many developed countries, the
laws fail to recognize concepts that are essential to modern
receivables �nancing arrangements, or impose formal
requirements that make such �nancing cumbersome or
costly. In countries that have modern secured transactions
laws, the problem is whether the applicable law will apply or
will be set aside by the mandatory law or public policy of the
foreign country in which a dispute may be adjudicated or a
judgment may have to be enforced.1

Receivables �nancing enables companies to obtain the
working capital they need to operate and grow, even though
they may not own real property and may not be su�ciently
credit-worthy to obtain �nancing on an unsecured basis.
Moreover, the loans under a revolving receivables �nancing
facility match more closely the borrower's actual working
capital needs (enabling the company to borrow only what it
needs from time to time), and naturally accommodate the
company's growth by enabling it to borrow more funds as
the volume of its receivables increases. When coupled with a
revolving loan secured by the company's inventory of raw
materials, work-in-process and �nished goods, receivables
�nancing can provide a highly e�cient �nancing tool that
meshes the loans to the borrower's cash conversion cycle, as
the borrower acquires raw materials, converts them to
�nished goods, generates receivables by selling the goods,

1
See section V.A. and B. below.
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collects the resulting receivables and acquires more raw
materials to begin the cycle again.2

Countries have increasingly recognized the important role
that receivables �nancing can play in the growth of their
economies. On a purely domestic level, where the seller of
goods or services, its customers and its �nancer are all lo-
cated in the same country, modern receivables �nancing can
provide essential working capital to companies, facilitating
their growth and thereby creating jobs, increasing standards
of living and generally promoting economic growth. Where
the �nancing transactions have an international character
(re�ecting the export of goods or services from a seller in one
country to a customer in another, or �nancing provided by a
�nancer in one country to a seller in another), the bene�ts—
economic and otherwise—can increase dramatically.

Unfortunately, the laws of many countries are not hospi-
table to modern receivables �nancing arrangements. For
example, they may not recognize crucial concepts such as a
security interest that automatically attaches to future
receivables as they arise, they may impose formal require-
ments that make it cumbersome or costly to obtain a secu-
rity interest in receivables, they may not deal e�ectively
with so-called “anti-assignment clauses” that purport to
prevent a borrower from assigning or encumbering its
receivables, or they may lack clear con�ict-of-laws rules that
provide su�cient guidance to a prospective receivables
�nancer as to which country's law governs issues such as the
attachment, perfection or priority of a security interest. In
addition, these countries may lack a modern, public secured
transactions registry and transparent priority rules that
would enable a prospective lender to establish, with a high

2
See UNCITRAL Legislative Guide on Secured Transactions (the

“Guide”), Introduction, paras. 28–30. Approved by UNCITRAL in 2007,
the Guide is a comprehensive manual for countries that wish to modern-
ize their secured transactions regime. Unlike the United Nations Conven-
tion on the Assignment of Receivables in International Trade (2001),
which is the subject of this article and which focuses on certain cross-
border receivables �nancing arrangements, the Guide addresses secured
transactions involving most forms of personal property (including
receivables). A detailed discussion of the Guide is beyond the scope of this
article. However, comparisons between the Guide and the Convention will
be made from time to time in footnotes. The full texts of the Guide and
the Convention are available on the UNCITRAL web site: (http://www.unc
itral.org/uncitral/en/uncitral�texts/security.html).
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degree of certainty, the priority of its security interest in
receivables vis-à-vis competing security interests.3

There is ample evidence that the enactment of modern
laws facilitating receivables �nancing can have a powerful
impact. One recent example is China, where the enactment
of such laws in 2007, which included the establishment of a
modern receivables registry, has resulted in $3.5 trillion of
registered receivables transactions.4

In 1995, in recognition of the importance of cross-border
receivables �nancing, the United Nations Commission on
International Trade Law (“UNCITRAL”) embarked on a proj-
ect to develop a convention to promote it. The result was the
United Nations Convention on the Assignment of Receivables
in International Trade (the “Convention”), which was
adopted by the United Nations General Assembly and
opened for signature by countries in December 2001.5

The overall objective of the Convention is to facilitate
international receivables �nancing practices, such as asset-
based lending, securitization, factoring, forfaiting and proj-
ect �nance relating to receivables,6 thereby promoting the
availability of credit at more a�ordable rates across national
borders and facilitating the cross-border movement of goods

3
See Report of the Secretary General entitled “Assignment in

receivables �nancing: discussion and preliminary draft uniform rules” (A/
CN.9/412, paras 31–38), available on UNCITRAL's website under http://da
ccess-dds-ny.un.org/doc/UNDOC/GEN/V95/519/65/IMG/V9551965.pdf?Ope
nElement.

4
See “Independent Evaluation of the IFC Secured Transactions Advi-

sory Project in China,” November 12, 2011, prepared for the International
Finance Corporation.

5
GA resolution 56/81 of December 12, 2001, available on UNClTRAL's

website under http://daccess-dds-ny.un.org/doc/UNDOC/GEN/N01/477/67/
PDF/N0147767.pdf?OpenElement.

6
Practices in which a related service, but no �nancing, is provided

are also covered, see Analytical commentary on the draft convention on as-
signment of receivables in international trade (A/CN 9/489) paras 7–13.
UNCITRAL Yearbook 2001; currently available on UNClTRAL's website:
http://daccess-dds-ny.un.org/doc/UNDOC/GEN/V01/816/46/pdf/IMG/V
9551965.PDF/V0181646.pdf/?OpenElement. For a list of the travaux
preparatoires, see http://www.uncitral.org/uncitral/en/uncitral�texts/paya
ments/2001Convention�receivables�travaux.html. For a bibliography on
the Convention, see under http://www.uncitral.org/pdf/english/bibliograph
y/Consol�Bib�1968�2007�7.pdf and http://www.uncitral.org/pdf/englis
h/bibliography/Consol�Bib�2008�present�1.pdf.
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and services.7 In drafting the Convention, UNCITRAL drew
heavily on the work of other international organizations
promoting receivables �nancing and secured transactions in
general,8 but also went beyond these important texts in vari-
ous signi�cant respects.

The Convention removes certain signi�cant legal obstacles
to receivables �nancing (in terms of certain statutory and
contractual limitations) and enhances certainty with respect
to key substantive law issues (such as the e�ects of the as-
signment on the account debtor on the assigned receivables)
and con�ict-of-laws issues (such as determining the law ap-
plicable to con�icts of priority). The result is a highly e�ec-
tive text that addresses most of the issues that currently
serve as impediments to international receivables �nancing
in many countries, and that would signi�cantly promote
international receivables �nancing in countries that adopt it.

To date, the Convention has languished. Only three
countries (the United States, Luxembourg and Madagascar)
have signed it, and only one country (Liberia) has actually
adopted it. Under the terms of the Convention, adoption by
�ve countries is necessary before it becomes e�ective in any
country, after which the Convention becomes e�ective as the
“law of the land” in each country that adopts it.

There are increasing indications that the United States
may adopt the Convention soon, and there is mounting sup-
port in the U.S. legal community for it to do so.9 Even though
U.S. adoption will not signi�cantly change U.S. law, it is
generally accepted that one of the signi�cant bene�ts of U.S.
rati�cation would be to encourage other countries to adopt
the Convention as well. Adoption by other countries would
dramatically increase the volume of international receivables
�nancing throughout the world. In addition, it would provide

7
Preamble, �fth paragraph. For a more detailed analysis of the gen-

eral principles of the Convention and its e�ects on domestic law, see S.V.
Bazinas in W. Johnston (ed), Security over receivables, An international
handbook (Oxford 2008) 601, S.V. Bazinas & M. Lukas (eds). Das UN'-
Abtretutngs-Uebereinkommen, (Wien 2005).

8
See Guide, Introduction, para. 12. For a comparison and analysis of

several of those texts, see UNCITRAL, Hague Conference and Unidroit
Texts on Security Interests, United Nations, HccH and Unidroit, 2012 (ht
tp://www.uncitral.org/uncitral/en/uncitral�text/security.html).

9
See Kohn, “Convention to Bolster Exports and Jobs,” The Washington

Times, March 6, 2012.
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a tangible bene�t to U.S. companies, because the moderniza-
tion of the receivables �nancing laws in other countries
would encourage U.S. lenders to �nance the receivables ow-
ing to U.S. exporters by customers located in those other
countries, which in turn would help those exporters to grow
and create jobs for U.S. workers.10

The purpose of this article is to provide an overview of the
principal features of the Convention, and to show how it ef-
fectively addresses the impediments to receivables �nancing
that currently exist under the laws of many countries.
I. Scope of Application

A. Assignment and Receivable; The Requirement of
Internationality
The Convention deals with two broad categories of assign-

ments, both cross-border in nature: (i) assignments of
international receivables; and (ii) international assignments
of receivables.11 Under the Convention, the term “assign-
ment” refers to a transfer of a receivable by agreement, and
is broadly de�ned to include outright transfers, outright
transfers for security purposes and the creation of security
rights (“security interests” under the Uniform Commercial
Code (“UCC”) in receivables.12 The term also includes
subrogation and pledge-type transactions.13 On the other
hand, the term does not include transfers by operation of
law (e.g., statutory subrogation) or unilateral assignments.14

In the context of receivables �nancing, the term “assignor”
typically refers to the borrower. On the other hand, the as-
signor may also be a third party who is willing to assign a
receivable to secure the debt of the borrower. The “assignee”
is typically the lender.

The term “receivable” is de�ned as a contractual monetary
claim.15 A broad variety of receivables are swept into this
de�nition, including trade receivables arising from the sale
of goods, construction or services, whether commercial or

10
See Kohn, supra.

11
Convention, art. 1(1).

12
Convention, art. 2(a), and Explanatory Note, para. 7.

13
Convention, art. 2(a), and Explanatory Note, para. 7.

14
Convention, art. 2(a), and Explanatory Note, para. 7.

15
Convention, art. 2(b).
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consumer in nature. Also included are toll road receipts,
royalties, damages for breach of contract, interest, non-
monetary claims convertible to money and returned goods
(at least, in the relationship between the assignor and the
assignee, provided that they take the place of the assigned
receivables).16 However, as discussed below, certain catego-
ries of monetary claims are expressly excluded.17 The term
“debtor” refers to the obligor owing payment of the assigned
receivable (the “account debtor” under the UCC), who typi-
cally is the customer of the assignor.

An “international receivable” is one in which the assignor
(typically the seller of the goods or services giving rise to the
receivable) and its customer (the purchaser of the goods or
services) are located in di�erent countries. An “international
assignment,” on the other hand, is an assignment in which
the assignor and the assignee are located in di�erent
countries.18 In an international assignment, the receivable
being assigned may, but need not, be an “international
receivable.”

Under the Convention, the term “location” of a person
refers to its place of business. If the assignor or the assignee
has places of business in di�erent countries, the place of
business is the place where the central administration of the
assignor or the assignee is exercised. If the debtor has places
of business in di�erent countries, the place of business is the
place that has the closest relationship to the contract creat-
ing the receivable. If the person does not have a place of
business, it is deemed to be located in the place of its habit-
ual residence.19 This location rule is intended to ensure
certainty and predictability with respect to the application of
the Convention, as the place of central administration of a
person is one single location that is easy to determine in
most cases and does not change easily or often.20 The reason
for the di�erent approach to the location rule as to the as-
signor and the assignee, on the one hand, and the debtor, on
the other hand, lies in the need to avoid surprises to the

16
Convention, art. 2(a) and Explanatory Note, para. 9.

17
Convention, art. 4(2)(a)–(g).

18
Convention, art. 3.

19
Convention, art. 5(h).

20
As to the impact of this location rule on the law applicable to perfec-

tion and priority, see section V.A. below.
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debtor as to the law applicable to its rights and obligations.
With respect to the location of the assignor, however, more
certainty is needed, since that location is crucial for the de-
termination as to whether the Convention (other than the
debtor-related provisions) applies and for the identi�cation
of the law applicable to priority con�icts.21

The internationality of the receivable is determined at the
time the contract creating the receivable becomes e�ective.
The time for determining internationality of the assignment
is the time when the assignment is made. This means that
any subsequent change of location of the assignor, assignee
or debtor does not a�ect the application of the Convention.

With the exception of the debtor-related provisions
(discussed below), in order for the Convention to apply, the
assignor must be located in a country that has adopted the
Convention (a “Contracting State”).22 In order for the debtor-
related provisions of the Convention to apply, the debtor,
too, must be located in a Contracting State or the law govern-
ing the contract creating the receivable must be the law of a
Contracting State.23 This approach is premised on the as-
sumption that, as long as the debtor is protected (i.e., is not
a�ected by the assignment without noti�cation and can raise
the lack of noti�cation as a defense), it is not essential that
the debtor be located in a Contracting State.24 Application of
the debtor-related provisions by virtue of con�ict-of-laws
rules should create no uncertainty since it is based on a
concrete uniform rule (referring to the law governing the re-
ceivable which, in the case of contractual receivables subject
to the Convention, is the law governing the contract creating
the receivable).25

21
Convention, arts. 1(1) and 22.

22
Convention, art. 1(1).

23
Convention, art. 1(3).

24
For a detailed analysis of, inter alia, the Convention's applicability,

see F. Ferrari, The UNCITRAL Draft Convention on assignment in
receivables �nancing: critical remarks on some speci�c issues in Basedow
et al. (eds), Private law in the international arena - Liber Amicorum Kurt
Siehr (The Hague 2000).

25
Convention, art. 29.
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B. Domestic Assignments of Domestic Receivables
The Convention generally does not apply to domestic as-

signments of domestic receivables. However, there are two
exceptions to this rule.

First, to ensure consistent results as to the rights of as-
signors and assignees in a chain of assignments of the same
receivables (i.e., an assignment from A to B, from B to C and
so forth), the Convention applies to subsequent assignments
of the same receivables, irrespective of whether they are
international or relate to international receivables, provided
that any prior assignment in the chain of subsequent assign-
ments is governed by the Convention.26

Second, to ensure certainty as to the priority rights of as-
signees, the Convention covers all possible priority con�icts,
including a con�ict between a domestic assignee of a domes-
tic receivable and a foreign assignee of the same domestic
receivable.27

C. Exclusions and Other Limitations on Scope
Some types of assignment are excluded from the scope of

the Convention because they do not occur often in practice.
An example is assignments to a consumer.28 Other assign-
ments are excluded because they are already su�ciently
regulated, and additional regulation by the Convention
would be unnecessary, as is the case with “�nancial receiv-
ables” (such as those arising from securities, letters of credit
and bank deposits).29

In addition to exclusions, the Convention contains limita-
tions on its application to certain practices. With respect to
these practices, the Convention applies but does not a�ect
the rights of certain parties. For example, the Convention
applies to the assignment of receivables owing by a consumer

26
Convention, art. 1(l).

27
Convention, arts. 22 and 5(m)(i).

28
Convention, art. 4(1)(a).

29
Convention, art. 4(2). For a detailed analysis of exclusions or other

limitations relating in particular to securities and to real estate
receivables, see Sigman and Smith, Toward Facilitating Cross-border
Secured Financing and Securitization: an Analysis of the United Nations
Convention on the Assignment of Receivables in International Trade, 57
Bus. Law. 727, 734(2002). See also Bazinas, Multi-jurisdiction Receivables
Financing: UNCITRAL's Impact on Securitization and Cross-border
Perfection, 12 Duke J. Comp. & Int'l L. 365 (2002).
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to a �nancial institution but does not override consumer
protection law. Similarly, the Convention applies to the as-
signment of receivables arising from negotiable instruments
but does not a�ect the rights and obligations of parties under
negotiable instrument law.30 Thus, for example, the Conven-
tion does not relate the priority of a holder in due course to
the law of the assignor's location, but instead to the law of
the instrument's location.

The Convention also contains limitations on the scope of
the provision on anti-assignment clauses.31 This provision
applies only to the assignment of receivables arising from: (i)
the supply or lease of goods or services other than �nancial
services; (ii) construction contracts; (iii) contracts for the sale
or lease of immovable property; (iv) credit card transactions;
the sale, lease or licensing of intellectual property or infor-
mation; and (v) close-out payments under multi-party net-
ting arrangements.32 As a result of these limitations, the ef-
fectiveness of an assignment, made despite an anti-
assignment clause, of a receivable to which article 9 of the
Convention does not apply is left to law outside the
Convention. Under article 29, that law is the law governing
the receivable. If the assignment is not e�ective under that
law, there is no assignment to which the Convention (with
the exception of article 29) can apply. Thus, for example, the
assignment of the �nancial receivables not excluded by
article 4 (e.g., sales of loans or insurance policies) would be
excluded from the scope of the Convention as a result of
article 9. The Convention can apply only if, under the law
applicable by virtue of article 29, the assignment is e�ective
despite the fact that it was made notwithstanding an anti-
assignment clause between the assignor and the debtor.
II. E�ectiveness of an Assignment

The Convention contains a number of substantive rules
that address head-on certain legal impediments to receiv-
ables �nancing that currently exist under the laws of many
countries. Some of these impediments take the form of statu-
tory limitations on the e�ectiveness of an assignment, while
others consist of contractual limitations on the assignment

30
Convention, art. 4(3)–(5).

31
Convention, art. 9.

32
Convention, arts. 9(3) and 10(4).
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of receivables. All other e�ectiveness-related issues are left
to domestic law; however, the Convention includes con�ict-
of-laws rules with respect to those issues.33

A. Statutory Limitations
The laws of many countries contain statutory limitations

on the ability of a borrower to assign future receivables,34
parts or undivided interests in receivables and receivables
that are not identi�ed individually at the time of the
assignment. The Convention renders these limitations
unenforceable, as long as the receivables can be identi�ed as
receivables to which the assignment relates at the time when
they arise.35

The Convention's approach is based on the assumption
that giving a borrower maximum �exibility with respect to
assigning its receivables will enable it to obtain access to
more credit and at a lower cost, with the result that it will
be able to o�er better credit terms to its customers, which in
turn will facilitate international trade.

Apart from these statutory limitations, the Convention
does not a�ect other statutory limitations, such as statutory
limitations relating to transferability of employment bene�ts
or sovereign (governmental) receivables, or limitations based
on consumer protection law.36

B. Contractual Limitations
One of the most serious impediments to cross-border

receivables �nancing is the enforceability, under the laws of
most countries, of so-called “anti-assignment clauses”: provi-
sions in the documents giving rise to a receivable that
purport to restrict the assignment or encumbering of the re-
ceivable without the consent of the debtor. In the United
States, this problem is addressed by U.C.C. § 9-406, which
renders these clauses ine�ective. The Convention takes a

33
Convention, arts. 22–23 and 26–32; see also Sections VI and VII

below.
34

Under the Convention, a receivable is a “future receivable” if the
contract from which it may arise does not exist at the time of the conclu-
sion of the contract of assignment (art. 5(b)). Whether a receivable is
mature or payable, or has been earned by performance, is irrelevant.

35
Convention, art. 8.

36
This is the case whether those limitations refer to present or future

employment bene�ts or consume receivables. See Convention, art. 40 and
discussion in part III, 2 below.
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somewhat di�erent approach. It validates an assignment
made despite an anti-assignment clause.37 It does not,
however, invalidate the anti-assignment clause as between
the assignor and the debtor, or eliminate any liability that
the assignor may have for breach of the clause under law
outside the Convention.

There are, however, two limitations on the deference the
Convention shows to domestic law. First, the debtor may not
avoid the contract creating the receivable on the sole ground
of the breach of the anti-assignment clause; and second, the
assignee is not liable to the debtor on the sole ground that it
had knowledge of the anti-assignment clause.38

The Convention takes this approach so as to give prece-
dence to the interest of the economy as a whole, even at the
expense of inconveniencing commercial debtors with suf-
�cient bargaining power to negotiate anti-assignment
clauses.39

However, with respect to sovereign receivables, the
Convention expressly permits a country that is prevented by
statute from prohibiting the assignment of sovereign
receivables to enter a reservation that it will not be bound
by the provisions of the Convention dealing with anti-
assignment clauses.40

With respect to intellectual property license agreements,
the Convention invalidates an anti-assignment clause by
which the licensee prohibits an assignment by the licensor of
its claim against the licensee for the payment of royalties.
However, the Convention does not invalidate an anti-
assignment clause by which the licensor prohibits the li-
censee from assigning its claims against sub-licensees to a
third party, because in this situation the licensor is not the
creditor of the sub-licensor and the licensee is not the debtor.
Similarly, the Convention does not invalidate an anti-
assignment clause by which the licensor prohibits the li-
censee from giving a sub-license to a third party because
intellectual property is not a receivable. The Convention fol-

37
Convention, art. 9(1).

38
Convention, art. 9(2).

39
Consumer debtors normally do not have su�cient bargaining power

to negotiate for anti-assignment clauses, and in any case the Convention
does not override consumer-protection legislation (Convention, art. 4(4)).

40
Convention, art. 40.

Uniform International Receivables Financing Law

289© 2012 Thomson Reuters E UCC Law Journal E Vol. 44July 2012



lows this approach in view of the importance for licensors to
be able to control the �ow of royalties and be paid.41

C. Form
With few exceptions, the Convention generally leaves the

form of the security agreement or other contract of assign-
ment to law applicable outside the Convention.42 However,
the form of the assignment, as a condition of priority, is
referred to the law of the country in which the assignor is
located.43 In addition, to the extent that noti�cation of the
debtor is a requirement for the e�ectiveness of an assign-
ment as between the assignor and the assignee, the Conven-
tion renders this requirement unenforceable.44

D. Transfer of Security Rights
By de�nition, an accessory personal or property right (such

as a guarantee or a pledge) that secures payment of an as-
signed receivable follows the receivable without a new act of
transfer. The Convention simply recognizes this general
approach.45 By contrast, an independent right (such as an in-
dependent guarantee or a standby letter of credit) does not
automatically follow the receivable that it secures; rather,
the Convention provides that the assignor must transfer
such an independent right to the assignee.46

With respect to contractual limitations, the Convention
provides that a security right is treated in the same way as
a receivable. This means that the contractual limitation is
valid between the parties thereto but does not a�ect the
transferee.47 This provision applies to “trade receivables”

41
These issues are discussed at length in the Supplement to the Guide

on Security Rights in Intellectual Property (see paras 97–105; the Supple-
ment is available at http://www.uncitral.org/uncitral/en/uncitral�texts/pa
yments/ip-supplement.html).

42
Convention, arts. 22 and 5(g).

43
Convention, arts. 22 and 5(g).

44
Convention, art. 14(1). See also Sigman and Smith, Toward

Facilitating Cross-border Secured Financing and Securitization: an Analy-
sis of the United Nations Convention on the Assignment of Receivables in
International Trade, 57 Bus. Law. 727, 738 (2002).

45
Convention, art. 10(1).

46
Convention, art. 10(1).

47
Convention, art. 10(2) and (3).
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(de�ned broadly),48 and does not a�ect any obligations of the
assignor towards the debtor under the law governing the se-
curity right (such as damages for the transfer of pledged
shares to a foreign assignee).49 Similarly, this provision does
not a�ect any form or registration requirement necessary for
the transfer of the security right.50

III. The Relationship Between the Assignor and the
Assignee

A. Party Autonomy
The Convention places a high premium on party autonomy,

recognizing the right of the assignor and assignee to
structure their transaction as they see �t in order to address
their particular commercial needs. However, in doing so they
may not a�ect the rights of third parties.51 The Convention
also recognizes trade usages agreed upon, and trade prac-
tices established, by the parties.52 In order to �ll gaps left in
the assignment contract and to identify issues to be ad-
dressed in the contract, the Convention contains a number
of default rules that are applicable if the parties have not
agreed otherwise. These rules deal with matters such as
representations, noti�cation and payment and contractual
rights to proceeds (each of which is discussed below).

B. Representations
The Convention follows generally accepted principles and

attempts to establish a balance between fairness and
practicality. The risk that the debtor may have defenses or
rights of set-o�, for example, is placed on the assignor.53 The
reason for this approach is that the assignor is in a better
position to know whether it will perform properly the
contract creating the receivable and will not give rise to
defences to rights of set-o�. If the Convention provided that
the risk of defenses or rights of set-o� was on the assignee,

48
Convention, art. 10(4).

49
Convention, art. 10(4).

50
Convention, art. 10(6).

51
Convention, art. 6.

52
Convention, art. 11. It is worth noting that, in an international as-

signment, only international trade usages are binding, unless otherwise
agreed by the parties (art. 11(3)).

53
Convention, art. 12(1)(c).
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the assignee would include that risk in the calculation of the
cost of credit. The parties are, of course, free to agree
otherwise.

C. Noti�cation and Payment
Under the laws of some countries, an assignment of a re-

ceivable is not e�ective unless notice of the assignment is
given to the debtor.54 Under the Convention, an assignment
is e�ective as between the assignor and the assignee irre-
spective of whether the debtor has been noti�ed.55 This
means that the debtor may pay the assignee and be dis-
charged even before noti�cation, provided that the assignee
and not the assignor is the rightful creditor. However,
noti�cation creates certainty as to the way in which the
debtor may discharge its debt, limits the debtor's rights of
set-o� arising from contracts unrelated to the contract creat-
ing the receivable to those available at the time of noti�ca-
tion, and makes any amendment to the contract creating the
receivable subject to the actual or constructive consent of the
assignee.56

As used in the Convention, “noti�cation” means a writing
that “reasonably identi�es the assigned receivables and the
assignee.”57 For a noti�cation to be e�ective, it must be
received by the debtor and be “in a language that is reason-
ably expected to inform the debtor about its contents.”58 In
order to avoid invalidating noti�cations that do not include a
payment instruction and are given, for example, for the
purpose of limiting the debtor's rights of set-o�, the Conven-
tion does not require that a noti�cation include a payment
instruction. However, notifying parties would be well ad-
vised to include a payment instruction even if they wish the
debtor to continue paying the assignor, since otherwise the
debtor may not know how to discharge its debt.59 In such a
case, if the noti�cation is given by the assignee, the debtor

54
See Security over Receivables (ed. by W. Johnston), Oxford

University Press, 2008, Timothy Parsons, England, 148 (and Section 136
of the Law of Property Act 1925); see also Olivier Hubert, France, 179.

55
Convention, art. 14(1).

56
Convention, arts. 17, 18(2) and 20(2).

57
Convention, art. 5(d).

58
Convention, art. 16(1).

59
Convention, arts. 17(1) and (2).
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may request adequate proof,60 or pay into an escrow account
or a public deposit fund.61

The Convention introduces an independent right of the as-
signee to notify the debtor and to request payment.62 Such a
right is essential in situations where a noti�cation is most
needed (that is, where the assignor defaults in the �nancing
contract and is unlikely to cooperate with the assignee).63 In
practice, parties try to address this problem by including in
the �nancing contract an authorization for the assignee to
notify the debtor. Even if parties agree that the debtor
should not be noti�ed, the noti�cation triggers a change in
the way the debtor is to discharge its debt but does not have
any other e�ects. The reason for this approach is that the
debtor's discharge should not be made subject to agreements
to which the debtor is not a party, while the party sending a
noti�cation in breach of an agreement should not unduly
bene�t from such a noti�cation. To protect the debtor against
the risk of paying in accordance with a noti�cation that is
not authorized by the rightful creditor, the Convention also
gives the debtor the right to request adequate proof of
authorization.64

D. Contractual Right to Proceeds
As between the assignor and the assignee of a receivable,

if payment is made to the assignee, to the assignor or to an-
other person over whom the assignee has priority, the as-
signee may claim the proceeds of the receivable, and also
returned goods.65 Whether the assignee may retain such
proceeds and goods, or must relinquish them to a competing

60
Convention, art. 17(7).

61
Convention, art. 17(8).

62
Convention, art. 13(1).

63
In legal systems in which priority is based on the time the debtor is

noti�ed of the assignment, and noti�cation is only possible with the au-
thorization of the assignor, by withholding such authorization the as-
signor may force the assignee to give up concessions or, by giving its au-
thorization to one of many assignees, the assignor may determine who has
priority.

64
Convention, art. 13(2).

65
Convention, art. 14.
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claimant, is an issue of priority left to the law of the as-
signor's location.66

The term “proceeds” is de�ned by the Convention in a very
broad way (“whatever is received in respect of an assigned
receivable”). It includes proceeds of proceeds, but not
returned goods.67 For the proceeds-related provisions of the
Convention to apply, proceeds need to be identi�able (e.g., by
virtue of the Convention68 or of the tracing-related provisions
of law applicable outside the Convention).
IV. The Relationship Between the Assignee and the
Debtor

A. The Principle of Debtor Protection
The Convention introduces a high standard of debtor

protection, clearly distinguishing between debtor discharge
(which is dealt with in the Convention) and priority issues
(that are referred to the law of the assignor's location), and
explicitly elevating debtor protection to one of the basic
principles underlying the Convention.69 As a result, any
uncertainty or gap in the Convention is to be resolved in a
way that is favorable to the debtor.70

The Convention makes debtor discharge subject to an
objective criterion (that is, written noti�cation).71 It allows
the debtor to discharge its debt by paying the right person
even under law outside the Convention.72 Most importantly,
the Convention gives the debtor the right to seek adequate
proof in case of doubt as to whether noti�cation by the as-
signee is authorized by the assignor.73 With the exception of
rights of set-o� that arise from contracts unrelated to the
contract creating the receivable (or any other contract that
was part of the same transaction) and are not available to
the debtor at the time of noti�cation, the Convention
preserves all the defenses and rights of set-o� that the debtor

66
Convention, art. 22.

67
Convention, art. 5(j).

68
Convention, art. 24(2).

69
Convention, art. 15(1).

70
Convention, art. 7(2).

71
Convention, art. 17(1).

72
Convention, art. 17(8).

73
Convention, art. 17(7).
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can raise.74 The Convention also introduces strict conditions
with respect to waivers of defenses by the debtor,75 and deals
with the third-party e�ects of contract modi�cations.76

In any case, the assignment cannot change the currency or
the country of payment, unless the change is to the country
in which the debtor is located.77 Whether the debtor can
agree to such a change is left to law applicable outside the
Convention.

B. Discharge of the Debtor By Payment
1. The Rule

Under the Convention, up to the time of receipt of noti�ca-
tion, the debtor may discharge its debt under an assigned
receivable by paying in accordance with the contract creat-
ing the receivable. After receipt of noti�cation, the debtor
may obtain a valid discharge only by paying as instructed in
the noti�cation.78

Whether the debtor knew or ought to have known of the
existence of another assignment that had priority is
irrelevant. It would be unfair to subject the debtor to
constructive knowledge requirements or to require the debtor
to determine who, as among competing claimants, has
priority. In addition, it would be very di�cult for a third
party to establish what the debtor actually knew. The ap-
proach of the Convention does not encourage bad faith or
fraud, but rather attempts to ensure certainty with respect
to payment by, and discharge of, the debtor, which is an
important element in pricing a transaction. Bad faith is also
very di�cult to prove. As to fraud, the Convention does not
override national law.

2. Multiple Noti�cations
The Convention also deals with multiple noti�cations or

payment instructions relating to one and the same assign-
ment, to several assignments of the same receivables by the
same assignor and to several subsequent assignments. If the
debtor receives multiple payment instructions from the same

74
Convention, art. 18(1).

75
Convention, art. 19.

76
Convention, art. 20.

77
Convention, art. 15(2).

78
Convention, art. 17(1) and (2).
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assignor with respect to a single assignment of a receivable,
the debtor may pay in accordance with the last payment
instruction received before payment.79 In the case of noti�ca-
tion of more than one assignment of the same receivable by
the same assignor, the debtor may pay in accordance with
the �rst noti�cation received.80 If the debtor receives noti�ca-
tion of one or more subsequent assignments, the debtor may
pay in accordance with the noti�cation of the last such
assignment.81

If the debtor receives noti�cation by one of several assign-
ees of parts of a receivable, the debtor may discharge its
debt either by paying in accordance with such noti�cation or
in accordance with the Convention as if no noti�cation had
been received (that is, the debtor pay in accordance with the
contract creating the receivable).82 By giving the debtor the
right to determine whether or not the noti�cation of a partial
assignment is e�ective with respect to debtor discharge (it is
e�ective for any other purpose), the Convention avoids
prescribing what the assignor, the assignee or the debtor
ought to do. The Convention also avoids creating liability for
any damage or loss to the debtor. In this way, the Conven-
tion does not invalidate partial assignments; it merely sug-
gests that assignors and assignees may need to consider
ensuring, at the time of the conclusion of the contract creat-
ing the receivable or the contract of assignment, the debtor's
consent to noti�cation of partial assignments. If the debtor
does not consent to such noti�cation, assignors and assign-
ees need to structure their payments in an appropriate way
(for example, by agreeing on a lock-box arrangement).83

3. Adequate Proof
As already mentioned, one of the main debtor-protection

provisions of the Convention gives the debtor a right to
request adequate proof of the assignment when noti�cation
is given by an assignee without the apparent authorization

79
Convention, art. 17(3).

80
Convention, art. 17(4).

81
Convention, art. 17(5).

82
Convention, art. 17(6).

83
Convention, art. 24(2).
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of the assignor.84 In this way, the Convention protects the
debtor from the risk of having to pay twice by paying an un-
known, unauthorized third party. Adequate proof includes,
but is not limited to, a written document with the assignor's
signature (e.g., a copy of the assignment contract or an au-
thorization by the assignor to the assignee). If the assignee
does not provide adequate proof within a reasonable period
of time, the debtor may discharge its debt by paying in ac-
cordance with the Convention as if no noti�cation had been
received.85

C. Defenses and Rights of Set-O�
With respect to the debtor's defenses and rights of set-o�,

the Convention codi�es generally accepted principles.86 Ac-
cordingly, the debtor may raise against the assignee any de-
fenses or rights of set-o� that the debtor could raise if the
claim had been made against the assignor. Rights of set-o�
arising from the contract creating the receivable or a related
contract may be raised against the assignee even if they
become available to the debtor after noti�cation.87 However,
rights of set-o� that arise from unrelated contracts or become
available to the debtor after noti�cation may not be raised
against the assignee.88 This approach is justi�ed by the fact
that, after noti�cation, the debtor is aware that the assignee
is the rightful claimant and should not be subject to the sep-
arate dealings of the debtor with the assignor. The meaning

84
Convention, art. 17(7).

85
The Convention does not settle explicitly the question of what the

debtor should do to avoid being in breach and having to pay damages plus
interest if the debt becomes payable while the debtor is awaiting adequate
proof. Depending on the circumstances, the debtor may have to pay to an
escrow account or to a public deposit fund or to court (Convention, art.
17(8)), or the payment obligation may have to be suspended if such a pos-
sibility is not available. In any case, a good faith assignee can protect
itself by providing adequate proof to the debtor promptly.

86
See, for example, art. 9 of the UNIDROIT Convention on Interna-

tional Factoring (Ottawa 1988), available under http://www.unidroit.org/e
nglish/conventions/1988factoring/main.htm. For a comparison of the ap-
proach taken in the Convention with the approaches followed in the
Principles of European Contract Law, the Unidroit Principles and the
Unidroit Factoring Convention, see Claudia Rudolf, Einheits-recht für
internationale Forderungsabretungen, Mohr Siebeck 2005, 426–458.

87
Convention, art. 18(1).

88
Convention, art. 18(2).
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of the words “become available” (i.e., whether the right has
to be quanti�ed, mature or payable) is left to the law govern-
ing the contract creating the receivable if the right of set-o�
arises from the contract creating the receivable.89 The
Convention contains no rule in this respect for other types of
set-o�.

As noted above, under the Convention the debtor cannot
raise against the assignee the breach of an anti-assignment
clause by the assignor.90 This is a logical consequence of the
rule in article 9 of the Convention. Otherwise, although it
would be valid, an assignment that was made despite an
anti-assignment clause could be deprived of any value to the
assignee. As a result, assignees either would not accept
receivables under such circumstances or would charge a
higher interest rate to compensate for the increased risk.

D. Waiver of Defenses
A commercial debtor may, in return for some bene�t (such

as a greater amount of credit, a longer repayment period or
a lower interest rate), waive its defenses and rights of set-o�
by agreement with the assignor.91

To warn the debtor of the consequences of the waiver, the
waiver or its modi�cation cannot take the form of a unilat-
eral act or an oral agreement. Rather, the Convention
requires a signed written agreement.92 Also, to protect the
debtor from undue pressure by the assignor, the Convention
provides that defenses or rights of set-o� arising from fraud-
ulent acts committed by the assignee alone, or by the as-
signee in collusion with the assignor, or defenses or rights of
set-o� based on the debtor's incapacity, may not be waived.93
Such a result would run counter to basic good faith
standards.

However, defenses or rights of set-o� arising from fraudu-
lent acts of the assignor may be waived. If the debtor could
not waive such defenses, the assignee would have to conduct
an investigation of potential fraudulent acts by the assignor.

89
Convention, art. 29.

90
Convention, art. 18(3).

91
If the debtor is a consumer, consumer protection law prevails

(Convention, art. 4(4)).
92

Convention, art. 19(1).
93

Convention, art. 19(2).
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Such a result could create uncertainty and have a negative
impact on the cost of credit. The Convention does not deal
with, and thus does not limit, any agreements between the
debtor and the assignee by which the debtor may waive its
defenses or rights of set-o� in order to obtain some bene�t
from the assignee. As a result, whether such waivers are
permitted is a matter of domestic law, including consumer-
protection law.

E. Modi�cation of the Contract Creating the Re-
ceivable
Often, the contract creating the receivable requires

modi�cation in order to meet the changing needs of the
parties. The inter-partes e�ects of such a modi�cation are a
matter of agreement. However, the third-party e�ects (i.e.,
whether the debtor can pay the receivable as modi�ed and
whether the assignee can claim payment of the receivable as
modi�ed) are dealt with in the Convention.

The basic rule is that, up to the time noti�cation of the as-
signment is received by the debtor, any contract modi�cation
is e�ective as against the assignee, and the assignee acquires
the receivable as modi�ed.94 After noti�cation is received by
the debtor, such a modi�cation is ine�ective without the
actual or constructive consent of the assignee.95 If, under law
applicable outside the Convention, the assignor is liable to
the assignee for breach of an agreement not to modify the
contract creating the receivable, the Convention does not af-
fect such liability.96

V. The Relationship Between the Assignee and
Competing Claimants

A. Substantive Versus Con�ict-of-Laws Priority
Rules
The term “priority” is de�ned in the Convention as a right

of relative preference in payment or other satisfaction of the
assigned claim (e.g., through return of the goods sold).97 In
order to ensure that all the relevant issues are covered, the
Convention provides that priority includes the determina-

94
Convention, art. 20(1).

95
Convention, art. 20(2).

96
Convention, art. 20(3).

97
Convention, art. 5(g).
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tion of whether the right is personal or in rem, whether or
not it is a security right and whether any requirements nec-
essary to render the right e�ective against a competing
claimant (“perfection” under the UCC) have been satis�ed.
Priority does not include all other e�ectiveness-related is-
sues that are governed elsewhere in the Convention.98 In or-
der to ensure that all possible con�icts of priority are
covered, the Convention de�nes “competing claimant” to
include other assignees (even if one of the competing assign-
ments is domestic and relates to domestic receivables), cred-
itors with a right in other property extended by law to the
receivables arising from such property (e.g., a seller of goods
with a retention-of-title claim that is extended by law to the
receivable arising from the sale of the goods), other creditors
of the assignor, and the administrator in the insolvency of
the assignor.99

The main priority rule prescribed by the Convention is a
con�ict-of-laws rule. According to this rule, with certain
exceptions (discussed below), priority is governed by the law
of the law of the country in which the assignor is “located.”
The fact that the Convention's main priority rule is a con�ict-
of-laws rule re�ects the fact that the countries that partici-
pated in drafting the Convention were not prepared to agree
on a substantive law priority rule (such as a rule basing
priority on the time when a notice of the assignment is �led
in a public secured transactions registry).100 Nevertheless, a
con�ict-of-laws rule has important practical value because it
signi�cantly reduces the current uncertainty (evident in both
the law and the legal literature) that lenders often encounter
in cross-border receivables �nancing transactions as to which
country's law is applicable to matters of perfection and prior-
ity (in many countries, no distinction is made between ef-

98
Convention, art. 22.

99
Convention, art. 5(m).

100
The Guide has resolved this issue with a substantive law rule

providing that the general method of achieving the e�ectiveness of a secu-
rity right against third parties is the registration of a notice in a public
registry (see Guide, and recommendations 32, 33 and 54–75). To provide
guidance to States with respect to legal and practical issues arising in the
context of the establishment and operation of a general security rights
registry, UNCITRAL Working Group VI (Security Interests) is currently
working on draft registry guide (see http://www.uncitral.org/uncitral/en/co
mmission/working�groups/6Security�Interests.html).
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fectiveness inter partes and e�ectiveness against third
parties). Reducing this uncertainty should, in turn, increase
the availability, and reduce the cost, of credit.101

The particular value of the rule adopted by the Conven-
tion lies in the fact that it centralizes all priority con�icts to
the law of the country in which the assignor is located.102

As already noted, under the Convention, the location of a
party is de�ned by reference to its place of business and, in
the case where an assignor or assignee has a place of busi-
ness in more than one country, reference is to be made to
the place in which it has its central administration (its actual
seat or principal place of business).103

This location rule is intended to ensure certainty and
predictability in the application of the Convention and, in
particular, in the determination of the law applicable to
priority con�icts. The traditional “closest-connection” test
could not ensure that result. In most situations, the place of
central administration is easy to determine. While it may
not be as easy to determine in some situations, the prevail-
ing consideration is that the law applicable to the third-
party e�ects of an assignment and the law applicable to the
insolvency of the assignor should be the law of the same
jurisdiction. Otherwise, the applicable law is likely to be set
aside as contrary to the public policy of the forum country
(that is, the law of the country in which the insolvency
proceedings are commenced). Emphasis is placed on this is-
sue given that in receivables �nancing, in which the typical
transaction involves the assignment of large pools of
receivables, the main risk is the risk of insolvency of the as-
signor (as opposed to the risk that some of many debtors

101
See generally E.-M Kieninger, Das Statut der Forderungsabtretung

im Verhaltnis zu Dritten, Rabels Zeitschnft 1998, 678; see also T.H.D.
Struycken, The proprietary aspects of international assignments of debts
and the Rome Convention article 12, 1998 Lloyd's Maritime Commercial
Law Quarterly, 345; Walsh, Receivables Financing and the Con�ict of
Laws: The Uncitral Draft Convention on the Assignment of Receivables in
International Trade, 106 Dick. L. Rev. (2001) 159.

102
This rule has been rightly described “as a great step forward in the

development of international commercial law and the harmonization of
con�ict-of-laws rules in the area of secured transactions.” See Deschamps,
The Priority Rules of the United Nations Receivables Convention, 12
Duke J. Comp. & Int'l L. (2002), 389.

103
Convention, art. 5(h).
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might not pay). This is the principal reason why all alterna-
tives, such as the law governing the receivable, the law of
the country of the debtor's location or the law chosen by the
parties to the contract of assignment, would lead to uncer-
tainty as to the law applicable to third-party e�ects (in par-
ticular in the typical case of an assignment of future
receivables or the assignor's insolvency) and even to the ap-
plication of more than one law (in the typical case of a bulk
assignment of many receivables owing by di�erent debtors).

One of the e�ects of this novel location rule is that deal-
ings of branch o�ces will be referred to the law of the central
o�ce. This change may cause some discomfort. However, the
certainty achieved with this rule should outweigh the
potential discomfort from this change. In addition, in view of
the broad exclusions of the assignment of “�nancial receiv-
ables” (such as securities, letters of credit and deposit ac-
counts), the impact of this change on the banking industry
in particular should be limited (for example, to sales of
loans).104

B. The Rome Convention and the Rome I Regula-
tion
The Convention's rule as to the law applicable to the prior-

ity of competing claims represents a major departure from

104
At its 2001 session, UNCITRAL considered and rejected a sugges-

tion to introduce an exception to the central administration location rule
with respect to branches of banks or other �nancial institutions. The sug-
gestion was that branches of banks and other �nancial institutions should
be deemed to be located in the State with the closest connection to the as-
signment. The reasons for the Commission's decision included that: excep-
tions would compromise the certainty achieved by the central-
administration location rule, which was appropriate in the vast majority
of cases; priority issues should be referred to the law of the State in which
the bank or other �nancial institution would be wound up, namely their
place of central administration; treating branches of banks or other
�nancial institutions in e�ect as separate legal entities would create
confusion in practice, in particular as to where to �le; there was no uniform
understanding of the terms “bank” and “�nancial institution” and thus
use of those terms might create uncertainty and have a di�erent e�ect
depending on the meaning given to those terms in the various countries.
See Report of the United Nations Commission on International Trade on
its 34th session, General Assembly, O�cial Records, 56th session, Supple-
ment no. 17 (A/56/17), paras 150–53, (http://www.uncitral.org/uncitral/en/c
ommission/sessions/34th.html).
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the laws currently in e�ect in many countries.105 Article 12 of
the Rome Convention on the Law Applicable to Contractual
Obligations (Rome, 1980; the “Rome Convention”) is a typi-
cal example of the current status of the law on this issue. It
is not clear whether article 12 governs the third-party e�ects
of assignments. The travaux preparatoires, the letter and the
spirit of article 12 and of the Rome Convention as a whole,
as well as an ample body of literature, suggest that article
12 does not govern such property law questions. However,
the opposite view is also represented in literature and in
jurisprudence.106

However, even if article 12 of the Rome Convention
governed priority questions, none of the possible answers
(i.e., the law chosen by the parties to apply to the assign-
ment contract, the law governing the receivable or the law of
the debtor's place of residence) would be appropriate in the
increasingly common case of bulk assignments of all present
and future receivables that arise from several contracts,
each of which may have di�erent parties located in various
countries.

The law chosen by the parties would result in the applica-
tion of several laws and, in any case, it would not be trans-
parent to third parties or appropriate to submit third-party
e�ects to the law chosen by the parties. As the typical
receivables �nancing assignment involves numerous receiv-
ables, the law governing the receivable would present the
same problem of the application of several laws to one and
the same assignment (and having di�erent con�ict-of-laws
rules for di�erent types of assignment would inadvertently
result in uncertainty as third parties would have to �nd out
what type of assignment was involved in each particular
case).107 In addition, as the typical assignment also relates to
future receivables, the law governing the receivable would
not allow parties to determine the law applicable at the time
of assignment, which would result in lack of certainty as to
the applicable law, a result that could have a negative impact
on the cost and the availability of credit. Application of the
law of the debtor's place of residence would present the same
problems.

105
See Rudolf, supra note 85, at 533.

106
For further discussion of this matter, see Walsh, footnote 100, 159.

107
See Rudolf, supra note 85, at 559. Einheitsrecht fuer Internationale

Forderungsabtretungen (Tuebingen 2006) 559.
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All of these possible approaches would not address the
risk that, in case the assignor becomes insolvent, applicable
law could be set aside for reasons of public policy and the
law of the insolvency might be applied to the third-party ef-
fects of assignments. As already mentioned, this is the litmus
test of any approach to the problem, as the main concern of
lenders in international receivables �nancings is that the as-
signor will become insolvent and the assignment will be set
aside in the insolvency proceeding (rather than that a few of
the debtors of the assigned receivables may be unable or
unwilling to pay).108

One of the main advantages of a rule based on the as-
signor's location is that the assignor's location “is perceptible
to all other parties involved, whether the creditors of the as-
signor or of the assignee.”109 The law chosen by the parties
and the law governing the receivable would be lacking in
transparency; and the law of the debtor's residence “will

108
The Green Paper on the conversion of the Rome Convention of 1980

on the law applicable to contractual obligations into a Community instru-
ment and its modernization (presented by the Commission) identi�ed the
problem with article 12 of the Rome Convention and discussed the above-
mentioned possible solutions. See Green Paper, 3.2.13 (http://www.eurlex.
europa.eu/smartapi/cgi/sga�doc?smartapi!celexplus!prod!DocNumber&lg=
en&type�doc=COM�nal&an�doc=2002&nu�doc=654). According to the
Green Paper, all the solutions except the one referring to the law of the
place of the debtor's residence have the disadvantage of referring to di�er-
ent laws the question of whether the assignment can be invoked against
the debtor and the question of whether the assignment can be invoked
against third parties. To address that problem, the Green Paper referred
to a suggestion that there might be a material rule giving priority to
whomever brings the �rst action while taking into account the good or bad
faith of the competing creditors. Green Paper, 3.2.13.3. v. However, this
view confuses two di�erent issues: the position of the debtor and the
priority among competing claimants. Once these two matters are described
as di�erent matters and referred to two di�erent laws, as is done in the
Convention, there should be no problem. This approach is justi�ed by the
fact that the debtor's position (for example, whether the debtor obtained a
valid discharge by payment) cannot depend on who among several compet-
ing claimants had priority. Assignment may be facilitated provided that
the debtor's position is not negatively a�ected. This is the fair quid pro
quo established in the Convention.

109
See comments on the Green Paper submitted by the Max-Planck

Institute for Private and Private International Law question 18 on page
85 (http://www.mpipriv.de/shared/data/pdf/commentsgreenpaper.pdf).
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come on top of the legal systems involved and will therefore
complicate matters in most relevant cases.”110

As the �nal Rome I Regulation111 did not address this mat-
ter, the uncertainty as to the law applicable to the e�ects of
assignment against third parties has not been resolved
except in the Convention.112

The place of the assignor's central administration is not
only easy to determine in most situations; it is also likely to
be the place where the main insolvency proceeding with re-
spect to the assignor will be commenced. Thus, con�icts be-
tween the rules governing priority and the applicable
insolvency law rules will be reduced, and perhaps resolved,
by the rules of the same jurisdiction. If a secondary insol-
vency proceeding is commenced in a country where the
debtor has assets, the priority rules of the law of the as-
signor's central administration will apply (subject to the
mandatory and public policy rules of the forum).113 This ap-
proach addresses to a large extent the concern that the law
applicable to third-party e�ects of assignments will not be
recognized in the insolvency proceeding—a signi�cant
concern for lenders in international receivables �nancing

110
Ibid. For all these reasons, the Max-Planck Institute supported the

proposal of the Hamburg Group on Private International Law that “Valid-
ity and e�ects of the assignment with regard to third parties are governed
by the law of the assignor's habitual residence” (see comments, 117).

111
Regulation (EC) no. 593/2008 of the European Parliament and of

the Council of June 17, 2008, on the law applicable to contractual obliga-
tions Rome I.

112
See http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:

2008:177:0006:0016:EN:PDF. While work on Rome I might have delayed
rati�cation of the Convention by States, several States adopted the
principles of the Convention in their domestic law. For example, Belgium
adopted the thrust of the approach based on article 22 of the Convention
(assignor's location), in its national law (see A.J. Belohlavec, Rome
Convention-Rome 1 Regulation, commentary, vol. 2 (New York 2010) 1725).
For a study prepared by the British Institute of International and
Comparative Law (BIICL) for the EU Commission, see http://ec.europa.eu/
justice/civil/document/index�en.htm.

113
Convention, art. 23. This is the main reason for the positive evalua-

tion of the same rule in the UNCITRAL Legislative Guide on Secured
Transactions by U. Drobnig, Die Kollisiosnnormen des Legislative Guide
for Secured Transactions von UNCITRAL (2007), Die richtige Ordnung in
D. Batge, J. von Hein & M. von Hinden (hg.), Festchrift fuer Jan Krophol-
ler zum 70. Geburtstag (Tuebingen 2008) 533–551.
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transactions involving receivables owing by debtors located
in multiple countries.

In its Proposal for a Regulation of the European Parlia-
ment and the Council on the law applicable to contractual
obligations (Rome I), the Commission con�rmed that e�ects
of an assignment against third parties should be referred to
the law of the country in which the assignor had his habit-
ual residence.114 In its Explanatory Memorandum, the Com-
mission stated that it had chosen this solution because it
was favored by the majority of respondents to the Green
Paper and had been adopted in the Convention.115

C. Mandatory Law and Public Policy Exceptions
The Convention strikes a balance between the need to

preserve the certainty achieved by its con�ict-of-laws prior-
ity rule and the need to respect fundamental policy decisions
of the forum. Thus, a priority rule of the applicable law may
be set aside if its application in a concrete case is manifestly
contrary to the public policy of the forum.116 The attribute
manifestly is used to emphasize that public policy exceptions
should be interpreted restrictively and be invoked only in
exceptional cases of fundamental importance to the forum.117

Deviating from the traditional approach, the Convention
does not allow the substitution of the priority rules of the
forum for the priority rules of the applicable law. The ratio-
nale underlying this approach is that such substitution
would create uncertainty, which would negatively a�ect the
availability and cost of credit. Once an o�ensive priority rule
of the applicable law is set aside under article 23(1), the bal-

114
See article 13(3) (http://www.eur-lex.europa.eu/LexUriServ/site/en/c

om/2005/com2005�0650en01.pdf). In its further comments, the Max-
Planck Institute welcomed this proposal and made additional comments
(see comments in page 87 in http://www.mpipriv.de/shared/data/pdf/mpi-sy
nopsis.pdf). For a synopsis of the Commission's proposal and the Institute's
comments, see http://www.mpipriv.de/shared/data/pdf/mpi-synopsis.pdf.

115
See Explanatory Memorandum (supra), 8. See also http://www.mpip

riv.de/ww/en/pub/research/research�work/international�private�law�p
roc/contract�law/opinion�on�greenbook.cfm.

116
Convention, art. 23(1).

117
See guide to enactment of the UNCITRAL Model Law on Cross-

Border Insolvency, para. 89 (http://www.uncitral.org/pdf/english/texts/inso
lven/insolvency-e.pdf).
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ance of the applicable priority rules should apply.118 There is
one exception. Super-priority rules of the forum, such as, for
example, rules in favor of the government for taxes or of em-
ployees for wages, may apply in the place of the displaced
applicable priority rules.119 This exception is intended to
ensure the application of rules that re�ect fundamental pub-
lic policy decisions of the forum.

D. Law Applicable to Priority in Proceeds
One of the legal obstacles to receivables �nancing in many

legal systems is the lack of a property right in proceeds. If
the assignee does not have a property right in the proceeds
of the receivables, the value of the receivables as security for
credit is signi�cantly diminished. Due to the di�erences
among legal systems as to the nature and the treatment of
rights in proceeds, the Convention does not contain a gen-
eral substantive or con�ict-of-laws rule as to priority in
proceeds.

The Convention does, however, contain a limited proceeds
rule, according to which priority in proceeds follows the
priority in the receivables in cases where the assignor
receives payment on behalf of the debtor and such payments
are reasonably identi�able (e.g., they are held in a separate
deposit or securities account, often referred to as a “lock-box”
or “blocked account”).120 This provision is intended to ensure
that assignees in practices such as revolving receivables
�nancing arrangements, securitization or undisclosed invoice
discounting have a property right in proceeds. This provision
may well make possible receivables �nancing in countries in
which such �nancing is not possible because property rights
in proceeds are not recognized.

E. Optional Substantive Law Priority Rules
As already mentioned, the Convention o�ers countries

three substantive law priority rules from which to choose.
Under these rules (set forth in the Annex to the Conven-
tion), priority is based, respectively, on the time the contract
of assignment is concluded, the time when the debtor is noti-
�ed of the assignment and the time a notice of the assign-
ment is �led in a public �ling o�ce. Countries may choose

118
Convention, art. 23(2).

119
Convention, art. 23(3).

120
Convention, art. 24.
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the option they prefer by way of a declaration. These optional
model provisions may be of value to countries that have
insu�cient priority rules, or no priority rules at all. In an
environment characterized by free competition, the system
that provides the most economic bene�ts should prevail.121

Countries wishing to adopt priority rules based on the
registration of a notice of the assignment in a public registry
are o�ered a choice between using an existing registration
system, or a new national or international registration
system.122 In particular as to the international registration
system, the Convention provides a mechanism for Contract-
ing States to designate a supervising authority, appoint the
�rst registrar and prepare the necessary regulations.123

VI. Independent Con�ict-of-Laws Rules

A. Scope and Purpose
Chapter V of the Convention contains a set of optional

con�ict-of-laws rules that may apply if the forum is a
Contracting State, whether or not the assignor is located in

121
The Guide has resolved this issue with a registration-based priority

rule. The Guide is premised on the view that e�ciency will be enhanced if
there is a single general security rights registry, in which notices relating
to existing or potential security rights may be registered. The Guide also
recommends that, to the extent possible, the registry should be electronic,
and registration should be as simple, quick and inexpensive as possible.
Under the Guide, registration is not necessary to create a security right
(an e�ective security agreement is necessary for that result). It merely
has third-party and priority e�ects (see recommendations 54–75). The
Guide treats document registries in which registration has constitutive ef-
fects and registries with high registration fees as detrimental to secured
�nancing. The Guide also recognizes specialized registries, such as
registries for ships, aircraft or intellectual property rights and gives prior-
ity to a security right registered in such a registry (see recommendations
38 and 77). For the economic value of a �ling system, see Schwarcz,
Towards a Centralized Perfection System for Cross-Border Receivables
Financing, 20 U. Pa. J. Int'l Econ. L. 455 (1999).

122
Convention, art. 42.

123
Convention, art. 42(6). Such an international registration system

was established, for example, on the basis of the Protocol to the Conven-
tion on international interests in mobile equipment on matters speci�c to
aircraft equipment (Cape Town 2001). See http://www.unidroit.org/englis
h/conventions/mobile-equipment/main.htm#NR2.
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a Contracting State or the law governing the receivable is
the law of a Contracting State.124

The purpose of these rules is twofold. With respect to
transactions to which the provisions of the Convention other
than Chapter V would also be applicable, these rules may
apply to �ll gaps in the Convention.125 With respect to
transactions to which the provisions of the Convention other
than Chapter V would not be applicable (because of the lack
of a territorial connection with a Contracting State), these
rules operate as a mini con�ict-of-laws convention.

However, countries may declare that they do not wish to
be bound by these rules.126 This reservation was allowed to
ensure that countries that wished to adopt the Convention
would not be precluded from doing so just because the inde-
pendent con�ict-of-laws rules were inconsistent with their
own relevant rules. It should be noted, however, that partic-
ular attention was given to the need to avoid such inconsis-
tencies with texts such as, for example, the Rome
Convention.

B. Form of the Contract of Assignment
If the contract of assignment is between persons located in

the same country, formal validity is subject to the law of the
country that governs the contract, or of the country in which
the contract is concluded.127

If a contract of assignment is between persons located in
di�erent countries, the contract is formally valid if it satis-
�es the formal requirements of either the law that governs it
or the law of one of those countries.128

C. Law Applicable to the Mutual Rights and
Obligations of the Assignor and the Assignee
In line with the principle of party autonomy, article 28(1)

of the Convention provides that the mutual rights and obliga-
tions of the assignor and assignee are subject to the law of
their choice. In view of the fact that paragraph 1 does not
require an explicit choice, even an implicit choice of law

124
Convention, arts. 1(3) and 26.

125
Convention, art. 7(2).

126
Convention, art. 39.

127
Convention, art. 27(1).

128
Convention, art. 27(2).
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would be su�cient. Matters relating to the mutual rights
and obligations of the parties include: (i) the conclusion and
substantive validity of the contract of assignment; (ii) the in-
terpretation of the terms of the contract of assignment; (iii)
the assignee's obligation to pay the price or to provide the
promised credit; and (iv) the existence and e�ect of represen-
tations as to the validity and enforceability of the receivable.

With respect to assignments falling within the ambit of
the provisions of the Convention other than those in chapter
V, article 28(1) is not intended to cover the substantive va-
lidity aspects addressed in the Convention (or other similar
aspects, such as capacity or authority to act). In the case of
such assignments, article 28(1) does not cover the propri-
etary aspects of assignments addressed in the Convention ei-
ther (for this reason, reference is made to “the agreement” to
assign as opposed to the assignment itself). If the contract of
assignment is just a clause in the �nancing contract, article
28(1) does not cover the �nancing contract either, unless the
parties agree otherwise.

The parties' freedom of choice is subject to the public policy
of the forum and the mandatory rules of the forum or a
closely connected third country.129

In the exceptional situations in which the parties have not
agreed (explicitly or implicitly) on the law applicable to the
contract of assignment, or in which the parties have agreed
but their agreement is later found to be invalid, the law of
the country with which the contract of assignment is most
closely connected governs.130 The closest-connection test may
typically result in the application of the law of the assignor's
location or of the law of the assignee's location. The closest-
connection test was adopted in this case since it is unlikely
to have much impact in view of the fact that in the vast ma-
jority of cases parties would choose the applicable law.

D. Law Applicable to the Rights and Obligations of
the Assignee and the Debtor
The law applicable to the relationship between the as-

signee and the debtor, the conditions under which the as-
signment can be invoked as against the debtor, and contrac-
tual limitations on the assignment is the law governing the

129
Convention, arts. 31–32.

130
Convention, art. 28(2).
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contract creating the receivable.131 The fact that most of these
issues are covered by the substantive law rules of the
Convention limits the impact of this provision. However,
certain issues were deliberately not covered by the substan-
tive law rules of the Convention, such as the question of
when a right of set-o� is available to the debtor under article
18. In particular, this last question is governed by article 29,
at least with respect to transactional set-o� (i.e., set-o� aris-
ing from the contract creating the receivable or another
contract that was part of the same transaction).

Another question falling within the scope of article 29 is
the e�ect of anti-assignment clauses in the case of assign-
ments of receivables to which article 9 does not apply (either
because they relate to assignments of non-trade receivables
or because the debtor is not located in a Contracting State).

Statutory limitations, however, are not covered in article
29. While some statutory limitations are aimed at protecting
the debtor, many statutory limitations are intended to
protect the assignor. So, in the absence of a clear way to
draw a distinction between the various types of statutory
limitations, it would be inappropriate to subject them to the
law governing the contract creating the receivable. In any
case, with the exception of certain statutory limitations,132
the Convention does not a�ect statutory limitations.133

E. Law Applicable to Priority
Under article 30 of the Convention, priority, including

third-party e�ectiveness, is referred to the law of the country
in which the assignor is located. The value of this rule is
that it may apply to transactions to which article 22, which
it repeats, does not apply because of the absence of a territo-
rial connection between an assignment and a country that
has rati�ed or acceded to the Convention, which means that
article 30 may apply irrespective of whether the assignor is
located in such a country.134

VII. Final Provisions
The Convention will enter into force upon rati�cation by

131
Convention, art. 29.

132
Convention, art. 9(1).

133
Convention, art. 9(3).

134
Convention, articles 1(4), and 26(a).
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�ve countries.135 The small number of required rati�cations
indicates the intention of the drafters to facilitate the
Convention's entry into force.136

Countries may exclude the application of the provisions of
the Convention dealing with anti-assignment clauses
(articles 9 and 10) to sovereign receivables.137 This is
intended to assist countries in which statutory limitation of
the assignment of sovereign receivables is not possible. If a
declaration is made by the country in which a sovereign
debtor is located at the time of the conclusion of the contract
creating the receivable, articles 9 and 10 do not a�ect the
rights of that sovereign debtor. This means that an assign-
ment will be ine�ective as against the sovereign debtor,
while it remains e�ective as against the assignor and the as-
signor's creditors. This approach is based on the assumption
that, once the sovereign debtor is protected (for example,
may be discharged by paying the original creditor/assignor),
there is no reason to invalidate the assignment in general.
Preserving the validity of the assignment as between the as-
signor and the assignee would allow the assignee to obtain
priority by meeting the requirements of the law of the as-
signor's location and claim the proceeds of the payment made
by the debtor to the assignor. As to which entities are public
entities, article 40 leaves a wide �exibility to countries to
determine the types of entity they wish to exclude from the
application of articles 9 and 10.

Under article 41 of the Convention, countries may also

135
Convention, art. 45.

136
So far, the Convention has been signed by Luxembourg. Madagascar

and the United States of America, and rati�ed by Liberia (www.uncitral.o
rg/uncitral/en/uncitral�texts/payments/2001Convention�receivables�st
atus.html) Rati�cation by the United States should raise the interest of
other States in the Convention. Rati�cation by the EU Member and other
States, in particular those that rati�ed the UNIDROIT Convention on
International Factoring (Ottawa, May 28, 1988.), that is, Germany, Ghana,
Hungary, Italy, Latvia, Nigeria and Ukraine, has been delayed because of
the consideration of the Rome I Regulation, which, as discussed above,
does not address the law applicable to third-party e�ects of assignments.
In addition, it should be noted that States that have adopted a modem
secured transactions regime along the lines recommended in the Guide,
such as, for example, Australia, or otherwise modernized their assignment
law, such as Japan, have introduced the principles of the Convention into
their domestic law.

137
Convention, art. 40.

Uniform Commercial Code Law Journal [Vol. 44 #3]

312 © 2012 Thomson Reuters E UCC Law Journal E Vol. 44July 2012



exclude further practices by declaration. However, article 41
also provides four important limitations on such a
declaration. The �rst two limitations relate to the making of
the declaration. First, a country must clearly describe in the
declaration the speci�c types of assignment or speci�c cate-
gory of receivables to be excluded.138 Second, Article 41 does
not permit countries to exclude assignments of receivables
that are described in article 9(3), which includes most trade
receivables.139 The rationale for not permitting a country to
exclude these receivables from the Convention by declara-
tion is that they are the core types of receivables for which
the Convention is viewed to be most useful, and for which
uniformity in application of the Convention among Contract-
ing States is most desirable.

The other two limitations relate to the e�ect of the
declaration. A country may by declaration exclude from the
application of the Convention an assignment or a receivable
only if, at the time of the conclusion of the contract of as-
signment, the assignor is located in the declaring country.140

In addition, the country may preclude the Convention from
a�ecting the rights and obligations of a debtor on a receiv-
able only if, at the time of the conclusion of the contract
creating the receivable, the debtor is located in the declaring
country or the law governing the contract creating the re-
ceivable is the law of the declaring country.141 If, at the time
of the conclusion of the contract creating the receivable, the
debtor is located in a country other than the declaring
country or the contract creating the receivable is governed
by the law of a country other than the declaring country, the
declaration is not e�ective as to the rights and obligations of
the debtor under the Convention.

Re�ecting generally acceptable principles as to con�icts
among international legislative texts,142 the Convention gives

138
Convention, art. 41(1).

139
Convention, art. 41(3).

140
Convention, art. 41(2)(a).

141
Convention, art. 41(2)(b).

142
See, e.g., article 30 of the Vienna Convention on the Law of Trea-

ties, 1969, and article 90 of the United Nations Convention on Contracts
for the International Sale of Goods (1980).
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precedence to other international agreements.143 However, in
order to avoid uncertainty as to which text applies and gaps
in covering matters falling within the scope of the Conven-
tion, the Convention provides that the other international
agreement prevails only if it applies to a speci�c transaction
that would otherwise be governed by the Convention.144

Under such an approach, no con�ict can arise if the
Convention or the other text does not apply in a speci�c
case. Nor can a con�ict arise with texts governing matters
excluded from the scope of the Convention (e.g., with the
Hague Convention on the Law Applicable to Certain Rights
in Respect of Securities Held with an Intermediary or the
UNIDROIT Convention on Substantive Rules for Intermedi-
ated Securities). This is true not only for the provisions of
the Convention outside chapter V, but also for the provisions
in chapter V since, with the exception of the territorial con-
nection in article 1, paragraphs 1 and 3, all the other scope
provisions (including article 4) apply to chapter V as well.

Con�icts may arise with substantive law texts or with
private international law texts that apply speci�cally to
transactions governed by the Convention. Subject to the
conditions set forth in article 38(1), these con�icts are to be
resolved in favor of those texts. If such a text, however,
contains a provision deferring to other international agree-
ments, the matter would be left to general principles of
treaty law, under which the latest or the more speci�c text
would prevail.

The Convention takes a di�erent approach with regard to
the Unidroit Convention on International Factoring (the “Ot-
tawa Convention”).145 The main reason for this approach is
that the Convention is more comprehensive than the Ottawa
Convention, both in terms of its scope and the issues covered.
However, this does not a�ect the application of the Ottawa
Convention to the rights and obligations of a particular
debtor if the Convention does not apply to that debtor (i.e., if
the debtor is not in a country party to the Convention or the
law governing the contract creating the receivable is not the
law of a country party to the Convention).

143
Convention, art. 38(1).

144
Convention, art. 38(1).

145
Convention, art. 38(2).
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VIII. Conclusion
With the right mix of substantive and con�ict-of-laws

rules, the Convention could have “a dramatic impact on
removing signi�cant legal barriers in the �nancing of
international trade,”146 and has been rightly hailed as “the
�rst step towards the globalization of asset-based lending.”147

It eliminates or reduces a number of statutory and
contractual limitations that pose obstacles to receivables
�nancing. The validation of assignments of future receiv-
ables, bulk assignments and assignments made despite anti-
assignment clauses in the relevant contracts creating the
receivables is particularly signi�cant in this regard.

In addition, the Convention promotes certainty with re-
spect to various substantive law issues, such as those relat-
ing to the debtor's rights and obligations. Of particular
importance is the structuring of the debtor's discharge
around an objective criterion (i.e., written noti�cation) and
the separation of the debtor's discharge from issues of prior-
ity, as well as the preservation of the debtor's rights and
defenses.

Moreover, the Convention breaks new ground in central-
izing all perfection and priority issues to the law of the as-
signor's location, thus resolving an issue that has plagued
international receivables �nancing for a long time, as
uncertainty with respect to the law applicable to third-party
e�ects of assignments has a negative impact on the cost and
the availability of credit. In addition, one of the most
important achievements of the Convention may well prove to
be the referral of priority in proceeds, covered by a so-called
“lock-box arrangement,” to the law of the assignor's location.
This rule may well facilitate receivables �nancing signi�-
cantly in countries in which property rights in proceeds are
currently not recognized.

Furthermore, the Convention's independent con�ict-of-
laws rules provide useful guidance in �lling gaps in the
Convention and add value to the Convention to the extent
they unify generally applicable con�ict-of-laws rules.

Finally, the optional substantive law priority rules
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contained in the Annex to the Convention usefully supple-
ment the con�ict-of-laws priority rules for countries desiring
to modernize or harmonize their priority regimes.

Adoption of the Convention is a cost-free and e�cient way
for countries to modernize their secured transactions regimes
to promote a�ordable secured credit. Such a step could have
profound and far-reaching positive implications for coun-
tries—developing and developed alike—especially at a time
when they are striving to recover from the current �nancial
crisis.

Uniform Commercial Code Law Journal [Vol. 44 #3]

316 © 2012 Thomson Reuters E UCC Law Journal E Vol. 44July 2012


