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Summary:
A bankrupt,  who had made a voluntary assignment,  co-owned a vehicle  with his  ex-

spouse (50/50 ownership). The vehicle was purchased pursuant to a conditional sales contract 
with the Royal Bank of Canada (RBC sales contract). As part of the bankruptcy, the bankrupt 
gave up the vehicle including the liability that was owed under the RBC sales contract. The RBC 
filed a proof of claim on the basis of incorrect registration of the contract signed by the bankrupt 
and his ex-spouse under the Personal Property Security Act. The Trustee had not yet disallowed 
the claim. Typically in the case of vehicles in a bankruptcy estate, the trustee would require the 
ex-spouse to purchase the bankrupt's 50% interest in the vehicle. At the time of the hearing, the 
ex-spouse still owed approximately $6,700 on the vehicle. Given that the ex-spouse had not filed 
for bankruptcy, she became liable under the RBC sales contract for the full amount owing on the 
vehicle ($13,352). The bankruptcy trustee sought directions from the court as to whether it had to 
collect  the  bankrupt's  50%  interest  in  the  vehicle  given  that  once  it  disallowed  a  claim, 
realization on an asset was usually required. If the trustee were to collect from the ex-spouse, that 
would mean she would be liable for having to pay 150% of the total cost of the vehicle given her 
required payment to the trustee as well as her obligations under the conditional sales contract 
with RBC. 

The  Registrar  of  the  New  Brunswick  Court  of  Queen's  Bench,  In  Bankruptcy  and 
Insolvency, was satisfied that the uncontested facts, as tendered in evidence to court, met the 
threshold test and that an injustice would occur if the ex-spouse were required to pay for the full 
amount of the RBC sales contract. As such, the court found that the equitable rule in Re Condon; 
Ex parte James had to be applied and the ex-spouse was not required to pay the bankrupt's 50% 
interest in the vehicle.

Bankruptcy - Topic 6743
Practice  -  Jurisdiction  -  Equity  -  A bankrupt  co-owned a  vehicle  with  his  ex-spouse 
(50/50 ownership) which was subject to a Royal Bank conditional sales contract (RBC 
sales contract) with $13,352 still owing - RBC filed a proof of claim - The trustee was 
going to disallow the RBC claim - The trustee sought directions as to whether it had to 
collect the bankrupt's 50% interest in the vehicle given that once it disallowed a claim, 
realization on an asset was usually required - If the trustee were to collect from the ex-
spouse, that would mean she would be liable for having to pay 150% of the total cost of 
the vehicle given her required payment to the trustee as well as her obligations under the 
RBC sales contract - The Registrar of the New Brunswick Court of Queen's Bench, In 
Bankruptcy and Insolvency,  held that  an injustice would occur  if  the ex-spouse were 



required to pay for the full amount of the RBC sales contract - Therefore, the equitable 
rule in Re Condon; Ex parte James had to be applied and the ex-spouse was not required 
to pay the bankrupt's 50% interest in the vehicle.

Bankruptcy - Topic 6753
Practice - Jurisdiction - Registrars - [See Bankruptcy - Topic 6743].
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Procédure - Compétence - Equity - [Voir Bankruptcy - Topic 6743].
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This  matter  was  heard  on  March  22,  2014,  before  Registrar  LeBlanc,  of  the  New 
Brunswick Court of Queen's Bench, In Bankruptcy and Insolvency, who delivered the following 
decision on May 1, 2014. 

Order accordingly.
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Practice - Jurisdiction - Registrars - A bankrupt co-owned a vehicle with his ex-spouse 
(50/50 ownership) which was subject to a Royal Bank conditional sales contract (RBC 
sales contract) with $13,352 still owing - RBC filed a proof of claim - The trustee was 
going to disallow the RBC claim - The trustee sought directions as to whether it had to 
collect the bankrupt's 50% interest in the vehicle given that once it disallowed a claim, 
realization on an asset was usually required - If the trustee were to collect from the ex-



spouse, that would mean she would be liable for having to pay 150% of the total cost of 
the vehicle given her required payment to the trustee as well as her obligations under the 
RBC sales contract - The Registrar of the New Brunswick Court of Queen's Bench, in 
Bankruptcy and Insolvency,  held that  an injustice would occur  if  the ex-spouse were 
required to pay for the full amount of the RBC sales contract - Therefore, the equitable 
rule in Re Condon; Ex parte James had to be applied and the ex-spouse was not required 
to pay the bankrupt's 50% interest in the vehicle.


