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Abstract

Under the functional approach to secured transactions legislation, the key concerns in financial
lease transactions are the conflicts between the lessor’s ownership and third-party rights, their re-
spective priorities, and the protection of the lessor’s interests upon lessee’s default. The solution
lies in analogizing the lessor’s ownership to the rules governing security rights in movables, partic-
ularly chattel mortgages. When conflicts arise between the lessor and third parties, the priority
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rules applicable to chattel mortgages should be applied by reference. This includes the rule for buy-
ers in the ordinary course of business and the super-priority rule for acquisition security rights un-
der Article 416, thereby preventing any diminution of the lessor’s rights due to the functionalist
legislative framework. The lessor’s right to enforce its interests is contingent upon the lessee’s fun-
damental breach. Regardless of the method of enforcement chosen, the lessor is obligated to ac-
count for the difference between the unpaid rentals and the residual value of the leased asset.
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