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ARTICLE

The Bulk Sales Act (Ontario) — Repealed
Th i s a rt i cl e  w as upda ted  i n  2021 .

On M arch  22 ,  2017 ,  the  Burden  Reduct i on  Act,  2017  (the  Act),  pa rt  o f  an  i n i t i a t i ve  to  reduce  the  regu l a to ry bu rden  on  On ta ri o  busi nesses,  rece i ved
Roya l  Assen t  and  cam e i n to  fo rce .  T he  Act  repea l s the  Bu l k Sa l es Act (the  BSA),  wh i ch  was enacted  i n  1917  and  had  l ong  been  a  source  o f  f rustra t i on
fo r pa rt i es i nvo l ved  i n  asse t  sa l e  t ransact i ons i n  On ta ri o ,  i ncl ud i ng  the  sa l e  o f  a  busi ness by way o f  asse t  sa l e .

T he  BSA was i n tended  to  p ro tect  t rade  cred i to rs f rom  a  si tua t i on  i n  wh i ch  a  vendor l i qu i da tes i ts asse ts ove r a  short  pe ri od  o f  t i m e ,  l eavi ng  i ts t rade
cred i to rs unpa i d .  Com p l i ance  wi th  the  BSA was an  i m portan t  consi de ra t i on  fo r bo th  the  pu rchaser and  the  vendor i n  an  asse t  sa l e  t ransact i on  i n
Onta ri o ,  pa rt i cu l a rl y because  non-com p l i ance  wi th  the  BSA cou l d  resu l t  i n  the  t ransact i on  be i ng  decl a red  vo i d  by an  On ta ri o  cou rt  upon  app l i ca t i on  by
an  a ffected  cred i to r and  causi ng  the  pu rchaser to  be  l i ab l e  to  accoun t  to  the  cred i to rs o f  the  vendor fo r the  va l ue  o f  ce rta i n  pu rchased  asse ts.

Ra the r than  com p l y wi th  the  BSA, wh i ch  com p l i ance  i n  som e t ransact i ons cou l d  be  qu i te  onerous,  i t  was com m on fo r a  pu rchaser i n  an  On ta ri o  asse t
sa l e  t ransact i on  to  accep t  an  i ndem n i ty f rom  the  vendor and /o r the  vendor's pa ren t  com pany i n  respect  o f  non-com p l i ance  wi th  the  BSA. Typ i ca l l y,  the
purchaser m ade  a  deci si on  as to  whe the r to  com p l y wi th  the  BSA o r accep t  an  i ndem n i ty f rom  the  vendor a f te r com p l e t i ng  due  d i l i gence  to  asce rta i n
the  am oun ts payab l e  by the  vendor to  i ts cred i to rs and  de te rm i n i ng  wh i ch  payab l es wou l d  be  assum ed by the  pu rchaser o r pa i d  by the  vendor f rom  the
proceeds o f  the  sa l e .

Overa l l ,  the  costs and  ri sks o f  app l yi ng  fo r an  exem pt i on  f rom  the  BSA, com p l yi ng  wi th  the  BSA o r op t i ng  ou t  o f  com p l i ance  wi th  the  BSA were
burdensom e and  ou t  o f  l i ne  wi th  o the r p rovi nces as On ta ri o  was the  on l y rem a i n i ng  Canad i an  j u ri sd i ct i on  wi th  bu l k sa l es l eg i sl a t i on .

T he  adop t i on  o f  the  Act  and  the  repea l  o f  the  BSA si gna l s tha t  On ta ri o  l awm akers have  concl uded ,  l i ke  the i r coun te rpa rts i n  o the r p rovi nces,  tha t  the
costs o f  com p l yi ng  wi th  the  BSA a re  no  l onger j ust i f i ed  when  o the r ri gh ts and  rem ed i es exi st  fo r t rade  cred i to rs (fo r i nstance ,  under bankrup tcy and
i nso l vency and  assi gnm ent and  p re fe rence  l eg i sl a t i on ).  T he  Bu l k Sa l es Act  repea l  shou l d  be  a  we l com e change  fo r those  i nvo l ved  i n  asse t  sa l e
transact i ons i n  On ta ri o .  
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