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Bill 218 passed the first reading in the Ontario Legislature. The Bill is part of an initiative
to reduce the regulatory burden on Ontario businesses.

On June 8, 2016, Bill 218, Burden Reduction Act, 2016 passed the first reading in the
Ontario Legislature. The Bill is part of an initiative to reduce the regulatory burden on
Ontario businesses. Schedule 3 of the Bill repeals the Bulk Sales Act (the "BSA"), which
was enacted in 1917 and has long been a source of frustration to people doing asset
deals in Ontario.

The BSA is intended to protect trade creditors from a situation in which a seller
liquidates its assets over a short period of time, leaving its trade creditors unpaid. In
order to achieve this objective, the BSA applies to a broad range of transactions (any
sale of goods, fixtures and chattels out of the usual course of business of the seller) and
it imposes harsh consequences on the buyer for failure to comply (for instance, the
transaction may be set aside by a court upon the application of a creditor of the seller
who has not been paid in full).

Typically, the parties to an asset purchase transaction will deal with the BSA in one of
three ways. The first option is to apply to a court for an order to exempt the transaction
from compliance with the BSA. However, such an exemption will only be granted if it is
clear to the court that the sale will be advantageous to the seller and that it will not
impair the seller's ability to pay its trade creditors in full. This option is rarely used, as it
inevitably increases legal fees and may delay closing.

Alternatively, the parties may decide to comply with the BSA. However, that process is
also costly and time consuming. First, the seller must deliver to the buyer a statement
(verified by affidavit) disclosing the names of its secured and unsecured trade creditors,
as well as, for each of them, their address, the amount owed and, for each secured
trade creditor, the nature of the security and the date the debt is due. If the buyer is
satisfied that all of the seller's trade creditors have been paid in full, the buyer may pay
the purchase price and acquire the assets. If not, the buyer must ensure that the seller
has made the appropriate arrangements to pay its trade creditors in full, or the buyer
may deliver the proceeds of the sale to a trustee (provided that the creditors have
consented to this alternative). Within five days of the completion of the transaction, the
buyer must then file its own affidavit setting out the particulars of the sale in each
jurisdiction where all or parts of the assets are located.
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Lastly, if the buyer determines that there is little risk that the seller's trade creditors will
not be paid, it may agree with the seller to waive compliance with the BSA, in exchange
for the seller (and the parent company of the seller, if the seller is likely to have few or
no assets following the completion of the transaction) agreeing to indemnify the buyer in
full for any consequences of non-compliance. This option significantly reduces
transactional costs, but it is also risky, as Ontario courts have made it clear that the
mere fact that the parties agree to waive compliance with the BSA does not absolve the
buyer of its obligations under the BSA.

Ontario is the only remaining Canadian jurisdiction with bulk sales legislation. However,
Bill 218 signals that Ontario lawmakers may have concluded, like their counterparts in
other provinces, that the costs of complying with the BSA are no longer justified when
other rights and remedies exist for trade creditors (for instance, under bankruptcy and
insolvency and assignment and preference legislation).

Par
Pierre Permingeat
Services

Droit des sociétés et droit commercial

BLG | Vos avocats au Canada

Borden Ladner Gervais s.E.N.CR.L, S.RL. (BLG) est le plus grand cabinet d’avocats canadien véritablement
multiservices. A ce titre, il offre des conseils juridiques pratiques a des clients d’ici et dailleurs dans plus de
domaines et de secteurs que tout autre cabinet canadien. Comptant plus de 725 avocats, agents de propriété
intellectuelle et autres professionnels, BLG répond aux besoins juridiques d’entreprises et d’institutions au pays
comme a I'étranger pour ce qui touche les fusions et acquisitions, les marchés financiers, les différends et le
financement ou encore I'enregistrement de brevets et de marques de commerce.

blg.com

Bureaux BLG

Calgary Ottawa Vancouver

Centennial Place, East Tower World Exchange Plaza 1200 Waterfront Centre
520 3rd Avenue S.W. 100 Queen Street 200 Burrard Street
Calgary, AB, Canada Ottawa, ON, Canada Vancouver, BC, Canada
T2P OR3 K1P 1J9 V7X 1T2

T 403.232.9500 T 613.237.5160 T 604.687.5744

F 403.266.1395 F 613.230.8842 F 604.687.1415
Montréal Toronto

1000, rue De La Gauchetiere Ouest Bay Adelaide Centre, East Tower

Suite 900 22 Adelaide Street West

Montréal, QC, Canada Toronto, ON, Canada

H3B 5H4 M5H 4E3

T 514.954.2555 T 416.367.6000

F 514.879.9015 F 416.367.6749


https://www.blg.com/fr/people/_deactive/p/permingeat-pierre
https://www.blg.com/fr/services/practice-areas/corporate-commercial
http://www.blg.com/fr/

BLG

Les présents renseignements sont de nature générale et ne sauraient constituer un avis juridique, ni un énoncé complet de la Iégislation
pertinente, ni un avis sur un quelconque sujet. Personne ne devrait agir ou s’abstenir d’agir sur la foi de ceux-ci sans procéder a un examen
approfondi du droit apres avoir soupesé les faits d’une situation précise. Nous vous recommandons de consulter votre conseiller juridique si
vous avez des questions ou des préoccupations particulieres. BLG ne garantit aucunement que la teneur de cette publication est exacte, a
jour ou compléte. Aucune partie de cette publication ne peut étre reproduite sans I'autorisation écrite de Borden Ladner Gervais sEN.CR.L.,
s.R.L. Si BLG vous a envoyé cette publication et que vous ne souhaitez plus la recevoir, vous pouvez demander a faire supprimer vos
coordonnées de nos listes d’envoi en communiquant avec nous par courriel a desabonnement@blg.com ou en modifiant vos préférences
d’abonnement dans blg.com/fr/about-us/subscribe. Si vous pensez avoir regu le présent message par erreur, veuillez nous écrire a
communications@blg.com. Pour consulter la politique de confidentialité de BLG relativement aux publications, rendez-vous sur

blg.com/fr/ProtectionDesRenseignementsPersonnels.

© 2025 Borden Ladner Gervais sEN.CRL., s.RL Borden Ladner Gervais est une société a responsabilité limitée de I'Ontario.


mailto:desabonnement@blg.com
https://www.blg.com/fr/about-us/subscribe
mailto:communications@blg.com
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels



