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An avalanche of litigation followed the collapse of
Knowledge House Inc. in 2001. By 2008 there were more
than 54 groups of parties named in 11 actions under case
management. When this trial started in February, 2012, five
actions involving six groups of parties remained. In a lengthy
decision following the completion of the trial, the judge
allowed certain claims, dismissed others, and awarded
damages to the successfullitigants. In certain instances, joint
and several liability was imposed. Appeals and cross-appeals
were launched by various parties which were heard by the
Court on three consecutive days.

Despite the prodigious efforts of the trial judge to bring
resolution to this complex, multi-headed hydra of litigation,
he did err in certain material respects which required the
Court’s intervention.

Accordingly, the appeal was allowed in part, certain findings
and awards were set aside, and the outcome corrected, as
required.

The Court undertook a detailed and extensive analysis of a
variety of subjects including: abuse of process; fairness;
justice; integrity of the adjudicative process; inherent
jurisdiction; striking pleadings; stay of proceedings; civil
conspiracy; ratification; punitive damages; and solicitor/client
costs.

The Bank’s misconduct involved a deliberate and ongoing
pattern of deception amounting to an intentional misleading of
the Court, something so egregious as to strike at the very heart
of the administration of justice. For more than 10 years the
Bank maintained a position and asserted facts in its pleadings
which it knew to be false. It deliberately set out ona path to
hide the truth from the Court and opposing parties. In doing
so it deprived the adjudicative process of highly relevant and
critically important facts.

Canadians have the right to expect that the integrity of the
adjudicative process in this country’s courts and tribunals will
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be preserved. Confidence in the administration of justice is
critical to the public trust. In cases where fairness is not
achieved, respectfor the integrity of the justice system will be
diminished. Litigants will be less likely to put their faith in
the adjudicative process if they cannot be assured that their
case will be dealt with fairly.

When exceptional circumstances occur which manifest
litigation misconduct so egregious as to amount to an abuse of
process, the court is required to intervene. This is sucha rare
and exceptional case. It does not reflect the fair and
honourable way by which business or litigation is to be
conducted in Nova Scotia.

The Bank’s conduct tainted the case to such a degree as to be
manifestly unfair to other parties to the litigation, and brought
the administration of justice into disrepute by impairing the
adjudicative function of the court and undermining public
confidence in the legal process. This case calls for the
striking of the Bank’s pleadings as well as a permanent stay of
its claims and defences, and warrants the level of punitive
damages and other relief imposed.

The trial judge erred in law by posing the wrong question.
Instead of asking what impact the post-trial discovery of the
secret settlement agreement might have had on the evidence
led at trial, he ought to have asked himself whether the
admissions made by the Bank in the settlement agreement as
compared to the public position taken by the Bank in its
pleadings in court, constituted an abuse of process and, if it
did, with what result. As a result, the trial judge’s award of
punitive damages was clearly inadequate and a wholly
erroneous assessment.

The Bank was ordered to pay punitive damages of $750,000
to each of the four appellants, for a total of $3million. Each
of the appellants was awarded other specified relief together
with their costs ona solicitor/client basis.
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