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‘A NEW LEASE ON LIFE’ 
For Ontario lessors of personal property 

Recent changes to the Ontario Personal Property Security Act (PPSA) will help to make the leasing process 
better for customers, sellers and their finance sources. The changes, which were made May 29, 2019, have 
yet to be put into force, but once implemented, should provide for a more streamlined and efficient 
leasing system for all concerned. 

Each year, billions of dollars are financed through leases, whether 
to Ontario businesses for their equipment purchases, or 
consumers leasing automobiles or other consumer goods. A 
typical transaction involves the customer identifying something 
they need or want, approaching the seller and arranging to enter 
into leasing documentation for the finance of the good to be 
purchased. Typically, the seller will sign all the documentation 
with the customer, and then arrange to sell the lease to a third 
party finance source. This provides liquidity to the seller and 
establishes a leasing relationship between the customer (lessee) 
and the finance source (lessor). 

The Current System 

The document package the seller enters into with the customer 
and that is then assigned to the finance source is known as 
“chattel paper” under the PPSA. Currently, the PPSA definition 
for chattel paper states that the documents be ‘in writing’, 
implying that chattel paper must be in physical form. 

Generally, priority under the PPSA is determined by who is first 
to perfect (generally, first to register). However, certain sections 
provide for secured creditors to take priority in specified 
circumstances. One such section provides in essence that a 
purchaser of chattel paper who takes (physical) possession of the 
chattel paper for value has priority over the interests of another 
secured creditor with rights in the chattel paper (like an earlier 
registrant). 

Now, as one can appreciate, this is a very important provision to 
any third party finance source who is taking an assignment of the 
chattel paper from a seller of goods. However, having to transfer 
the actual documents in order to obtain priority adds costs to the 
process and often delays in the completion of the transaction. 
Typically, finance sources must wait for physical possession of 

the chattel paper before they conclude the transaction and provide 
funds to the seller. Additionally, Sellers do not want to conclude 
the transaction and deliver the goods until they are certain of 
payment being received. Also, the transfer of physical possession 
of the documents is usually made via post or courier, which can 
be slow and/or costly for all concerned. 

The New System 

The new provisions, which take effect on a date in future which 
has not yet been determined, will enable transactions like the one 
described above to become more efficient. In essence, the 
changes recognize that chattel paper can exist in either tangible 
or electronic form and provide that, in addition to the former rules 
dealing with physical chattel paper, a purchaser of electronic 
chattel paper will have priority if they have control of it. 

Electronic chattel paper is defined as chattel paper that is created, 
recorded, transmitted or stored in digital or other intangible form 
by electronic or mechanical means. Control of electronic chattel 
paper is met by meeting all six of the following criteria: 

1. A  single  authoritative  record  of  the  electronic  chattel  paper 
exists  that  is  unique,  identifiable,  and,  except  as  otherwise 
provided  in  4,  5  or  6  below,  unalterable. 

2. The  authoritative  record  identifies  the  secured  party  as  the 
transferee  of  the  record. 

3. The  authoritative  record  is  communicated  to  and  securely 
maintained  by  the  secured  party  or  the  party’s  designated 
custodian. 

4. Copies  of  or  amendments  to  the  authoritative  record  that  add 
or  change  an  identified  transferee  of  the  authoritative  record 
can  be  made  only  with  the  consent  of  the  secured  party.  
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5. Each  copy  of  the  authoritative  record  and  any  copy  of  a  copy 
is  readily  identifiable  as  a  copy  that  is  not  the  authoritative 
record. 

6. Any  amendment  of  the  authoritative  record  is  readily 
identifiable  as  to  whether  it  is  authorized  or  unauthorized. 

As a result of these changes, a mechanism has been provided for 
lessees, as the assignee of chattel paper, to obtain priority without 
waiting for physical possession of the documents, thus speeding 
up the process and potentially leading to cost savings. For 
example, these changes would allow for the transmission of the 
electronic chattel paper to the finance source by electronic means, 
which is a much faster and more cost-effective delivery 
mechanism. 

Caution 

Third party lenders and/or lessors who anticipate relying on these 
new provisions should take note that there may be some risk. If 
the chattel paper exists in both physical and electronic form, the 
purchaser of the physical chattel paper will take priority (upon 

possession) over the interests of a purchaser of the electronic 
chattel paper who has control, unless the tangible chattel paper 
indicates it has been assigned to someone other than the 
purchaser of such tangible chattel paper. Accordingly, systems 
should be put into place to (1) ensure that the electronic chattel 
paper is the sole and definitive form, and (2) deter the seller from 
selling multiple copies of the same chattel paper to different 
finance sources. 

Conclusions 

These changes to the PPSA are an important step in modernizing 
the legislation to keep up with changes in digitization, industry 
practices and expectations. Though long overdue, these 
provisions are a welcome enhancement to the PPSA and should 
provide sellers, buyers and third party lenders with an option for 
a more streamlined and cost effective leasing process overall. 

The author would like to thank Alexander MacMillan, Student-
at-Law, for his assistance with this article. 

Joe  Conte is  a  partner 
of  the  Business  Law 
Practice. 

Pallett Valo Business Law Practice 
Structuring your business, and business proposals, for success requires the right partnerships and specialized 
expertise. At Pallett Valo, we represent both growth businesses and established enterprises in all sectors. Our 
specifc legal knowledge and wide-ranging experience will empower your business decisions - enabling you 
to act with confdence and decisiveness to take advantage of all opportunities. We bring a rarely-found 
enthusiasm, creativity and cost-effectiveness to both your day-to-day legal requirements and more complex 
strategic legal needs. 

Contact Members of our Business Law Practice: 

Murray  Box 
mbox@pallettvalo.com  •  (905)  273.3022  ext.  240 

Andréa  Brinston 
abrinston@pallettvalo.com  •  (905)  273.3022  ext.  219 

Ahmed  Bulbulia 
abulbulia@pallettvalo.com  •  (905)  273.3022  ext.  211 

Joe  Conte 
jconte@pallettvalo.com  •  (905)  273.3022  ext.  217 

Murray  Gottheil 
gottheil@pallettvalo.com  •  (905)  273.3022  ext.  245 

Matthew  Kindree 
mkindree@pallettvalo.com  •  (905)  273.3022  ext.  317 

Bill  Kitay 
bkitay@pallettvalo.com  •  (905)  273.3022  ext.  291 

Marissa  Mah 
mmah@pallettvalo.com  •  (905)  273.3022  ext.  216 

Andreea  Muth 
amuth@pallettvalo.com  •  (905)  273.3022  ext.  290 

David  H.  Shlagbaum 
dshlagbaum@pallettvalo.com  •  (905)  273.3022  ext.  264 

This article provides information of a general nature only and should not be relied upon as professional advice in 
any particular context. For more information about Business Law, contact a member of our Business Law Practice 
at 905.273.3300. 

If  you  are  receiving  this  bulletin  by  mail  and  you  would  prefer  to  receive  future  bulletins  by  email,  visit 
www.pallettvalo.com/signup  or  send  an  email  to  marketing@pallettvalo.com. 

Pallett Valo LLP will, upon request, provide this information in an accessible format. 

77 City Centre Drive, West Tower, Suite 300, Mississauga, Ontario L5B 1M5 • 1.800.323.3781 

Copyr ight© 2019 Dupl icat ion and distr ibut ion of this mater ia l , in whole or in par t , i s permitted provided the name of Pal lett Valo LLP and the authors’ names are not omitted. 

mailto:marketing@pallettvalo.com
www.pallettvalo.com/signup
mailto:dshlagbaum@pallettvalo.com
mailto:amuth@pallettvalo.com
mailto:mmah@pallettvalo.com
mailto:bkitay@pallettvalo.com
mailto:mkindree@pallettvalo.com
mailto:gottheil@pallettvalo.com
mailto:jconte@pallettvalo.com
mailto:abulbulia@pallettvalo.com
mailto:abrinston@pallettvalo.com
mailto:mbox@pallettvalo.com



