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1. Introduction

The settlement contract (solh), referred to as
Seyyed al-Oqoud (Master of Contracts) in
jurisprudential texts, is a compromise
agreement that plays a crucial role in
resolving disputes between parties. It closely
resembles the composition agreement due to
the concessions and discounts it offers to the
bankrupt  businessman.  Although the
composition agreement shares certain
similarities with the settlement contract
(solh), both institutions were established to
eliminate existing differences, promote peace
and compromise, end hostilities, and resolve
conflicts. For example, to circumvent the
binding restrictions of a sale contract, the
parties may enter into a settlement contract
(solh), whereby the first party forgives part of
the debt owed by the second party to reach an
agreement and restore peace. Similar
concessions, discounts, and forgiveness are
also present in the composition agreement,
where creditors grant extensions or discharge
part of their claims, enabling the bankrupt
businessman to resume business activities,
recover from failures, and ultimately clear his
debt. For this reason, Egyptian jurists have
regarded the composition agreement as a
form of amicable settlement. However,
despite the significant similarities between
these two institutions, differences exist
between the settlement contract (solh) and
the composition agreement. This raises
several questions for researchers: Are the
general requirements for the validity of
transactions applicable to both contracts? Is
there an option for termination or
cancellation in each institution? Are these
two entities considered consensual or formal
contracts? Is the capacity of ownership (or
possession) a prerequisite in both contracts?
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The innovation of the current research
and its difference from similar researches
is that so far no researcher has done a
case-by-case analysis of the difference
and comparison between the peace
contract and the deed of arrangement, and
if any articles have been written in this
field, the authors of those articles have
only described and analyzed Peace
contract and bankruptcy and their
application in civil law. They compared
them with other legal systems of the
world; However, in this article, the
researcher first defines the concepts and
then compares and discusses the
differences and similarities between these
two legal entities.

2. Methods

The current research was conducted using
descriptive and analytical methods, utilizing
both real and virtual library resources.

3. Findings

The research findings indicate fundamental
differences between the settlement contract
(solh) and the composition agreement,
despite their similarities in certain aspects.
For example, in a settlement contract (solh),
the absence of possession capacity—such as
when one party is bankrupt—renders the
contract ineffective. In contrast, the
bankruptcy of the merchant is considered an
essential component of the composition
agreement. Furthermore, the composition
agreement excludes the issues of termination
and the right of rescission (option). Unlike
the settlement contract (solh), the
composition agreement is always established
through the consent of the majority of
creditors acting collectively, with court
approval, and in accordance with its own
specific formalities and requirements.
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4. Conclusion

The composition agreement, concluded by
the majority of creditors to assist and
accommodate the bankrupt businessman, is
considered a form of compromise. In certain
respects, it resembles a settlement contract
(solh) in the following ways:

Compliance with the general requirements
for the validity of transactions is an essential
necessity in both institutions. Both contracts
are considered binding and necessary, and
fulfilling the obligations arising from them is
mandatory.

The elements of offer and acceptance are
present in both contracts. In both institutions,
the principles of autonomy of will and
freedom of contract apply.

In both contracts, there is an element of
concession, forbearance, and resolution of
legal issues, culminating in an agreement.

Despite the similarities between the
settlement  contract (solh) and the
composition agreement mentioned above,
there are also notable differences between
these two seemingly similar institutions, as
outlined below:

Bankruptcy, which is considered a factor
affecting the capacity of the contracting
parties, renders the settlement contract (solh)
ineffective. However, in a composition
agreement, bankruptcy is regarded as one of
the essential requirements and constituent
elements of the contract.

B: The right of rescission (option of
termination) and cancellation (Eqaleh) are
not available in the composition agreement.
In contrast, the settlement contract (solh) may
be terminated either through cancellation
(Eqaleh) or by exercising an option (Khiyar).
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The settlement contract (solh) is considered a
consensual agreement that depends on the
mutual consent of the parties. In contrast, a
composition agreement requires adherence to
specific formalities and conditions, such as
court approval and the consent of the
majority of creditors.

D: The composition agreement is one of the
onerous (paid) contracts, whereas the
settlement contract (solh) can be established
in both onerous and gratuitous (non-paid)
forms. The composition agreement is always
formed collectively, with the consent of the
majority of creditors. However, the
settlement contract (solh) is typically
concluded between two parties, although in
some cases, it may involve multiple parties.
Due to the numerous similarities between the
Settlement Contract (Solh) and the
Composition Agreement, it is necessary to
establish in commercial law that, in cases
where this law is silent regarding the effects
of the Composition Agreement, the general
principles of the Settlement Contract (Solh)
under civil law may be applied to fill the legal

gap.
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