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Royal Bank of Canada v.
Canadian Imperial Bank of
Commerce (Court of
Appeal)

On May 11, 2000, the Court of
Appeal for Quebec addressed the
issue of the consequences of an
amalgamation on the security
granted by the companies prior to
their amalgamation.

In this case, the Appellant, the
Royal Bank of Canada (“RBC”)
held two garantees granted by
Jointage de Beauce inc.
(“Jointage”). Furthermore, the
Respondent, the Canadian
Imperial Bank of Commerce
(“CIBC”), held a general
assignment of debts granted by
1637-1361 Québec inc.  On
November 17, 1989, Bois Ouvré de
Beauceville inc. (“Beauceville”)
amalgamated with 1637-1361
Québec inc.  The same day, the
company resulting from this
amalgamation in turn
amalgamated with Jointage. This
new company took on the name
Bois Ouvré de Beauceville inc.
(“Bois Ouvré”).

Amalgamation of Companies:
New Entity or Continuance of Amalgamated Entities

RBC alleged in particular that
CIBC appropriated money derived
from debts and stocks on which it
held prior security interests.

RBC presented arguments, among
others, that these securities, an
assignment of debts and a bank
guarantee, survive the
amalgamation, with precedence
over the property of Jointage.

The Court of Appeal referred to
Section 123.120 of the Quebec
Companies Act and stated that the
company resulting from the
amalgamation does not constitute
a new entity.  It is simply the
continuance of each amalgamated
entity, and the assets of the original
companies are legally joined.  The
Court of Appeal added that each
creditor benefits from the security
interests which extend, following

amalgamation, to all the assets of
the company resulting from the
amalgamation and that the rank of
each security interest is established
according to the priority which
takes into account all security
interests held by all creditors of all
original companies.

As the CIBC general assignment of
debts had been registered in 1981,
while that given to RBC was
registered in 1988, the CIBC
security interest was prior and
preferred to all assignments held
by RBC.
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