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Case Name:

Slater Steel Inc. (Re)
IN THE MATTER OF the Companies' Creditors Arrangement Act,
R.S.C. 1985, c.C-36, as amended
AND IN THE MATTER OF A Plan of Compromise or Arrangement of
Slater Steel Inc., Slater Steels Stainless Corp., Sorel Forge
Inc., 833840 Ontario Inc., 1124207 Ontario Inc., and
3014063 Nova Scotia Company
AND IN THE MATTER OF Section 18.6 of the Companies' Creditors
Arrangement Act, R.S.C. 1985, c.C-36, as amended
AND IN THE MATTER OF Slater Steels Corporation
[2009] O.J. No. 2229
54 C.B.R. (5th) 52
2009 CarswellOnt 3122
177 A.C.W.S. (3d) 505
Court File No. 06-CL-6708
Ontario Superior Court of Justice
Commercial List
S.E. Pepall J.
May 27, 2009.
(74 paras.)
Pensions and benefits law -- Private pension plans -- Winding-up of plan -- Liability of employer -Offences and enforcement -- Civil procedure -- Settlements -- Application by directors to enforce
minutes of settlement dismissed -- The directors entered a settlement with the Financial Services
Commission of Ontario (FSCO) and the receiver in respect of offence proceedings regarding a
pension shortfall and non-compliant filings -- The appointed administrator of the plan commenced
separate proceedings against the actuary that prepared the filings -- The directors were added as
third parties -- The court found that it was premature to summarily determine whether FSCO had
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acted in a representative capacity, or whether its claim was subrogated to the administrator's in a
manner that triggered the release provisions -- Pension Benefits Act, s. 86(4).
Civil litigation -- Civil procedure -- Settlements -- Releases -- Application by directors to enforce
minutes of settlement dismissed -- The directors entered a settlement with the Financial Services
Commission of Ontario (FSCO) and the receiver in respect of offence proceedings regarding a
pension shortfall and non-compliant filings -- The appointed administrator of the plan commenced
separate proceedings against the actuary that prepared the filings -- The directors were added as
third parties -- The court found that it was premature to summarily determine whether FSCO had
acted in a representative capacity, or whether its claim was subrogated to the administrator's in a
manner that triggered the release provisions -- Pension Benefits Act, s. 86(4).
Application by ten former directors and officers of the companies, Slater Steel, Slater Stainless and
related entities, for declaratory relief. In June 2003, the companies were granted protection. Prior to
expiry of a claims bar order in respect of the directors, the Financial Services Commission of
Ontario (FSCO) filed a claim against the directors alleging that the companies had contravened the
Pension Benefits Act by failing to file compliant actuarial valuation reports and failing to exercise
the requisite diligence, skill and care in adopting the reports and the administration of pension
funds. The claim contended that the directors had acquiesced or participated in the offences under
the Act. The Crown intended to seek a fine of $100,000 and claimed a restitution order of $30.2
million payable to the pension funds. In August 2004, the protection proceedings were terminated
and PWC was appointed interim receiver and manager. The directors were released from all claims
with the exception of those already commenced. In September 2008, Morneau was appointed as
administrator of the pension plans with a mandate to wind up the plans and administer their assets.
In October 2004, the directors filed a preliminary reply to FSCO's claim stating that they had relied
on advice from AON, an expert hired by the companies in relation to pension compliance and
actuarial issues. In December 2004, PWC, the directors and the Crown executed Minutes of
Settlement and a release whereby the receiver paid FSCO $100,000 from operating reserves, and
judgment would be entered against the companies for $18.3 million or the actual shortfall. The
directors were not obliged to pay any funds. In 2005, Morneau commenced an action on behalf of
the plan against AON, and FSCO laid charges regarding failure to comply with accepted practice in
respect of the actuarial reports. AON commenced third party proceedings against the directors.
Meanwhile, FSCO made an interim payment from its pension guarantee fund to Morneau, with the
possibility of partial repayment via a damages award. The directors sought a declaration that FSCO
was obliged to indemnify them under the Minutes of Settlement or withdraw Morneau's claim
against AON. FSCO took the position that the release was inapplicable, as they had not commenced
the proceeding or acted in an advisory capacity to Morneau.
HELD: Application dismissed. It was premature to determine whether FSCO was subrogated to the
rights of Morneau under s. 86(4) of the Pension Benefits Act, in a manner that triggered the
language of the release and indemnification provisions in the Minutes of Settlement in favour of the
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directors. Although FSCO had a subrogation right, it did not necessarily follow that remedies or
claims against FSCO were subsumed as a result. Such determination required a trial that would
address whether FSCO had exercised its subrogation right and asserted control of the Morneau
action. In addition, there was a genuine issue for trial as to whether FSCO exercised any
representative capacity on behalf of Morneau.
Statutes, Regulations and Rules Cited:
Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, s. 18.6
Financial Services Commission of Ontario Act, 1997, S.O. 1997, c. 28, s. 1, s. 4
Ontario Civil Procedure Rules, Rule 1.04, Rule 49.09
Pension Benefits Act, R.S.O. 1990, c. P.8, s. 22, s. 71, s. 71(1), s. 83, s. 84, s. 86, s. 86(4), s. 110(2),
s. 110(4)
Counsel:
E. Babin and J. Bunting, for the Moving Party Former Directors and Officers of Slater Steel Inc. et
al.
D. McPhail and M. Bailey, for the Respondent Superintendent of Financial Services.
A.F. Esterbauer, for the Respondent Morneau Sobeco Inc.
B. Bresner, for the Respondent AON Consulting Inc.

REASONS FOR DECISION
S.E. PEPALL J.:-Relief Requested
1 Ten individuals who were the former directors and officers of Slater Steel Inc. ("Slater"), Slater
Stainless Corp. ("SSC") and related companies seek a declaration that Minutes of Settlement dated
December 9, 2004 and entered into among PriceWaterhouseCoopers Inc. ("PWC") in its capacity as
monitor, interim receiver and receiver manager of Slater and SSC, the directors and officers of
Slater (the "Directors"), the Superintendent of Financial Services ( the "Superintendent" or "FSCO")
and a syndicate of lenders (the "Senior Lending Syndicate ") obligate FSCO to either:
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i)

ii)

withdraw the claim commenced on November 18, 2005 by Morneau
Sobeco Limited Partnership, the current administrator of the pension plans
of SSC members of the National Automobile, Aerospace, Transportation,
and General Workers Union of Canada (the "CAW plan") and the United
Steelworkers of America (Local 7777) (the "USWA plan"); or
provide the Directors with an enforceable indemnity to hold them harmless
from all costs, expenses, judgments and losses in respect of certain third
party claims.

2 FSCO brings a cross motion for an order striking out the notice of motion of the Directors and
in the alternative, requests an order determining that a motion on the Commercial List is not the
proper procedure to finally determine rights pursuant to the Minutes of Settlement made in the
Companies' Creditors Arrangement Act ("CCAA") proceeding; and in the further alternative
requests an order staying the motion until the liability of the Directors as third parties in the civil
action commenced by Morneau Sobeco Limited Partnership ("Morneau") in court file number
05-CV-300733PD1 has been finally determined.
3 These motions involve an interpretation of section 86(4) of the Pension Benefits Act1 (the
"PBA").
The Facts
a)

CCAA and Claims Bar Proceedings

4 On June 2, 2003, Farley J. granted protection to Slater, SSC and their related companies
pursuant to the CCAA. The order included a stay of any proceedings against the Slater companies.
That order also included a Directors' charge of up to $17.5 million.
5 On April 30, 2004, Farley J. granted a claims bar order. That order provided that any claims
against the Directors were to be asserted by June 25, 2004. The claims of all persons wishing to
assert a claim against the Directors would be extinguished and barred from and after that date and
all claimants would be deemed to have fully and finally released and discharged all Directors from
all claims subject to certain exceptions such as gross negligence and willful misconduct.
6 Prior to the expiry of the claims bar proceeding, FSCO filed a claim against the Directors
alleging, amongst other things, that as the administrator of certain pension plans, SSC had
contravened the PBA and its Regulation by failing to file actuarial valuation reports that met the
prescribed requirements set out in the PBA and Regulation. FSCO claimed that SSC contravened
section 22 of the PBA because, in adopting the reports, it failed to exercise the care, diligence and
skill in the administration of the pension funds for the plans that a person of ordinary prudence
would exercise in dealing with the property of another person and failed to carry out reasonable and
prudent supervision of agents employed by SSC, which agents were the actuaries employed to
prepare the actuarial valuation reports. FSCO alleged that the Directors were guilty of an offence
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pursuant to section 110(2) of the PBA because they caused, authorized, permitted, acquiesced or
participated in the aforesaid contraventions of the PBA and/or failed to take all reasonable care in
the circumstances to prevent SSC from committing contraventions of the PBA. The Crown as
represented by FSCO intended to seek a fine of $100,000 against the Directors. FSCO claimed that
had the reports met the statutory requirements, they would have indicated that SSC was required to
make contributions to the funds for the plans estimated to be $18 million without interest. The
Crown, as represented by FSCO, intended to seek a restitution order under section 110(4) of the
PBA that the Directors pay $18 million plus interest to the pension funds.
7 The claims notice also stated that FSCO was unable to assess the Slater plans to determine if
there were additional violations that might give rise to any additional Director claims. The
Superintendent would not be in a position to do so until such time as he could appoint an
administrator for the plans. The notice closed with the following words:
"The Superintendent therefore provides notice in respect of any and all claims
resulting from the failure to administer the Slater plans in accordance with legal
requirements, including but not limited to contraventions of the PBA and
Regulation, which are not now known to the Superintendent. Such claims may be
pursued through a prosecution under the PBA or through other proceedings."
8 The CCAA proceedings were unsuccessful and, on August 30, 2004, Farley J. granted an order
terminating the CCAA proceedings with respect to the Slater companies. That order stated that the
Directors were released from all claims including any claim or demand for contribution or
indemnity. The exceptions to that release included any claims for actively or knowingly
participating in a breach of fiduciary duty, gross negligence, and willful misconduct, and the release
was "without prejudice to the rights of any person whose claim against such directors and officers
has been allowed, partially allowed or is being disputed in accordance with the claims bar order."
9 That same day, PWC was appointed by Farley J. as interim receiver and receiver and manager
of Slater and SSC.
10 On September 8, 2004, the Superintendent appointed Morneau as the administrator of the
pension plans pursuant to section 71 of the PBA. It states:
S. 71(1) If a pension plan that is to be wound up in whole or in part does
not have an administrator or the administrator fails to act, the
Superintendent may act as or may appoint an administrator.
(2)
The reasonable administration costs of the Superintendent or of the
administrator appointed by the Superintendent may be paid out of
the pension fund.
(3)
The Superintendent may terminate the appointment of an
administrator appointed by him or her if the Superintendent
considers it reasonable to do so.
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11 The Superintendent and Morneau entered into an Appointment Agreement. Morneau's
mandate was to wind up the pension plans. The agreement provided that the administrator would be
directly responsible for administering the plans and their assets. Section 12.03 of the Appointment
Agreement provided that:
The Superintendent will not assume or have any responsibility for the conduct of
any aspect of the administration and wind up process under the terms of this
Agreement notwithstanding any prior consultation, review, concurrence or
approval given in the course of the Appointment.
The Superintendent and the administrator were to meet at least once a year but the administrator had
no power to bind the Superintendent nor was it to hold itself out as an agent, partner or employee of
the Superintendent. Specifically, section 4.04 of the Appointment Agreement stated:
The Administrator shall have no power or authority to bind the Superintendent or
to assume or create any obligations or responsibility, express or implied, on the
Superintendent's behalf. The Administrator shall not hold itself out as an agent,
partner, or employee of the Superintendent. Nothing in this Agreement shall have
the effect of creating an employment, partnership or agency relationship between
the Superintendent and the Administrator (or any of the Administrator's directors,
officers, shareholders, employees, Service Providers, partners, affiliates,
volunteers or subcontractors) or constitute an appointment under the Public
Service Act, R.S.O. 1990, c. P47, as amended.
The Superintendent's right to terminate the appointment was acknowledged.
12 As mentioned, the termination order of August 30, 2004 permitted the claims bar process to
continue for certain claims already commenced. This included that of FSCO. Mr. Gordon Morantz
was the claims officer appointed to hear the FSCO claim. At the end of September, 2004, he
conducted a case conference at which counsel for FSCO and two representatives from Morneau
were in attendance. The latter advised that they had been appointed as administrator of the pension
plans by FSCO. They advised Mr. Morantz that they were monitoring the claims bar proceeding and
they might apply to intervene in the future. They never did but Mr. Morantz directed that the
Morneau counsel were to be copied on all other communications in the claims bar proceeding. On
October 15, 2004, the Directors received a letter from FSCO requesting disclosure of certain
information. FSCO copied Morneau's counsel on this letter. On October 18, 2004, counsel to the
Directors wrote to Morneau's counsel advising that:
"As you know, we are counsel to the directors and officers of Slater Steel Inc.
We understand that representatives of the administrator have been in contact with
certain officers of Slater. Considering that the administrator has indicated that it
is conducting an investigation to determine if there are any claims that can be
asserted against the directors and officers, we ask that all further correspondence

Page 7

with and requests for information from any of Slater's directors or officers be
directed through us.
We also understand that the administrator has contacted a number of Slater's
pension advisors. Although we do not have any difficulty with the administrator
obtaining any information from Slater's advisors with respect to the
administration of the pension funds, we would ask that we be advised of any
request for information that is not directly related to the administration of the
pension funds."
13 On October 22, 2004, the Directors filed a preliminary reply, stated to be without prejudice, to
FSCO's claim. In that reply, the Directors stated that they exercised due diligence and reasonably
relied on experts hired by Slater to assist in dealing with pension matters. The experts included
AON Consulting Inc. ("AON"). In light of the complexity of administering the plans and given that
Slater did not have any in-house pension expertise, the Directors stated that they relied heavily on
all of Slater's pension service providers. The Directors noted that Slater's primary contact at AON,
Mr. Mel Norton, was a recognized expert in the field. The Directors stated that Slater relied on the
advice of AON with respect to compliance with the PBA and that the actuarial valuations were
performed in accordance with the standards of practice of the Canadian Institute of Actuaries. The
Directors stated that AON and Slater disputed FSCO's claims that the reports did not comply with
the PBA but to the extent they did not, the Directors would not be guilty of an offence. They also
stated that the actuarial issue identified by FSCO was well outside the knowledge and expertise of
the Directors and it was accordingly appropriate and reasonable for the Directors to retain and rely
on expert advisors including AON in this regard.
14 On October 29, 2004, FSCO delivered a response to the Directors' preliminary reply. The
response stated that the Directors were liable because they did not take reasonable care to ensure
that the retainer of agents was reasonable and prudent nor did they ensure that the agents were
adequately supervised in a reasonable and prudent manner.
15 On November 4, 2004, Morneau wrote to Mr. Morantz. Lawrence J. Swartz signed the
correspondence on behalf of Morneau. He noted that Morneau was the administrator of the pension
plans and that it had already provided Mr. Morantz with a copy of its appointment letter dated
September 13, 2004. Mr. Swartz wrote:
"As Administrator, we have a duty to ensure that the Pension Plans are
administered, and have been administered, in accordance with the Pension
Benefits Act and its regulations. Although we are still examining the financial
status of the Pension Plans, it appears that retirees likely will face pension
reductions because of the underfunded status of the Pension Plans. We are
concerned that the underfunded status of the Pension Plans may have resulted
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from, among other things, breaches of the Pension Benefits Act by the former
administrator, which was the company sponsoring the Pension Plans through its
directors and officers."
He went on to note the claims filed against the Directors by the Superintendent totaling $30.22
million and stated:
"Given that we have been appointed recently, we are not in a position at this time
to file any further claims against the directors and officers. We are nevertheless
very concerned with the issues identified by the Superintendent in its Proof of
Claim in respect of the Pension Plans. To fulfill our fiduciary and statutory
obligations as the administrator on behalf of the Pension Plans, we are an
interested party in the outcome of the issues identified by the Superintendent.
Accordingly, we wish to appear in the proceedings before you to support the
Superintendent of Financial Services and to make submissions in respect of those
claims.
The participation of the administrator can advance the proceedings and bring
information to light that will assist you in making decisions. As the
administrator, we have custody of the relevant Pension Plan documents and
records. Therefore, we expect to be able to provide evidence and information that
will help you in making your determinations. Ultimately, the administrator will
be a recipient on behalf of the Pension Plan members and beneficiaries, should
monies be awarded in the proceedings related to the claims of the
Superintendent. The administrator must administer the windup of the Pension
Plans and the outcome of the proceedings before you will have a fundamental
impact on the administration of the Pension Plan windups. The administrator's
participation is necessary to make submissions on the administration issues of the
Pension Plans that are part of the proceedings and to provide information on how
damages should be quantified and dividends allocated and distributed."
He closed by indicating that he wished to attend when the parties reconvened before Mr. Morantz.
b)

The Settlement

16 On December 9, 2004, PWC Inc., the Directors, Her Majesty the Queen in Right of Ontario as
represented by the Superintendent of Financial Services and the Senior Lending Syndicate executed
Minutes of Settlement. Morneau was not a party nor was a request made that it be a party. The
Directors were not obliged to pay any funds as a term of the settlement. Pursuant to the Minutes of
Settlement:
*

the parties consented to the making of a consent implementation order.
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*

*

*

*

17

The parties agreed that except as set out in the Minutes of the Settlement,
the terms of the Minutes and the order related to and applied only to the
resolution of FSCO's claim and did not affect the rights of any person who
was not a party.
Nothing in the Minutes constituted an admission of liability or misconduct
by any of the former Directors. The receiver would pay FSCO $100,000
from the operating reserves that the receiver maintained in lieu of payment
of a fine.
FSCO would withdraw its claim and release any claim to any of the funds
held by the receiver including monies reserved for payment of the
Directors' charge set forth in Farley J.'s order of June 2, 2003.
There would be judgment against Slater for the lesser of $18.3 million and
the actual aggregate deficiency of the plans on liquidation and that amount
would constitute an unsecured creditor's claim against SSC.

Paragraph 7 of the Minutes stated:
In consideration of the payment of $100,000, referred to in paragraphs 2 and 3
above, and for other good and valuable consideration, the receipt and sufficiency
of which is hereby irrevocably acknowledged, FSCO on its own behalf and to the
fullest extent that it exercises any representative capacity on behalf of any or all
of the former employees of Slater, the beneficiaries of any pension plan of which
Slater was the employer, sponsor or administrator (the "Plans"), the current
administrator of the plans (Morneau Sobeco) or any union that is or was a party
to any collective bargaining agreement with Slater (the "Releasor") hereby
releases, remises, forever discharges (and, without limiting the generality of the
foregoing, expressly covenants not to sue or to commence any legal proceeding
under section 109 or section 110 of the PBA or any other provision of the PBA
or the corresponding regulations) each and all of Slater ... and each of their
respective former directors, former officers ... (the "Releasees") in respect of any
and all actions, causes of action, suits, debts, dues, accounts, bonds, charges,
covenants, contracts, prosecutions, claims and demands that the Releasor ever
had, now has or may hereafter have against the Releasees, or any of them,
including without limiting the generality of the foregoing: (a) any cause, matter
or thing claimed or that could have been claimed in FSCO's claim; or (b) any
cause, matter, or thing concerning or relating to the plans. Nor will the Releasor
bring any claim or commence any proceeding against any person or
corporation relating to the facts or issues released herein in which a claim
for contribution or indemnity could be made by the person or corporation
against the Releasees or any of them (a "Claim Over"). In the event that the
Releasor brings a claim against a person or corporation who makes a Claim
Over, the Releasor shall forthwith withdraw the claim against the person or
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corporation or, if it wishes to proceed, the Releasor shall provide the
applicable Releasee(s) with an enforceable indemnity to hold the Releasee(s)
completely harmless from all costs, expenses, judgments, and losses in
respect of the Claim Over (including legal fees on a solicitor and his or her
own client basis) in a form acceptable to each Releasee. (emphasis added)
18 The Directors requested, and FSCO agreed to, the reference to Morneau in paragraph 7 of the
Minutes of Settlement. On December 8, 2004, the day before the Minutes were signed, FSCO's
counsel sent an e-mail to Morneau's counsel and to Mr. Swartz at Morneau. In the e-mail, counsel
for FSCO forwarded the proposed language of paragraph 7 of the Minutes of Settlement. Counsel
for FSCO and Morneau subsequently had a telephone conversation and specifically discussed
charges that FSCO was contemplating bringing against AON and the civil suit that Morneau was
contemplating bringing against AON and Mr. Norton. Counsel determined that the release would
not preclude a claim against AON or Mr. Norton but they did not discuss the claim over provision
contained in the release. This was not communicated to the Directors nor were the Directors ever
advised by FSCO that it did not act in a representative capacity over Morneau or that, in its view,
Morneau could bring a claim against third parties that might result in a claim over that would not be
covered by the Minutes. The Directors would not have executed the Minutes had they known that
they were at risk of a claim by Morneau. The Directors understood and intended that the claim over
provision in the Minutes would apply to any third party claims commenced against the Directors as
a result of proceedings commenced by FSCO or a party over whom FSCO exercised any
representative capacity. This included a claim over resulting from a proceeding commenced by
Morneau.
19 On December 9, 2004, Farley J. granted an order approving the Minutes of Settlement and
incorporating many of their relevant terms including judgment in favour of FSCO against SSC.
c)

Morneau's Action against AON and Mr. Norton

20 After the execution of the Minutes, FSCO and Morneau met on a number of occasions. During
those meetings, they discussed commencing a claim against AON and Mr. Norton. A list entitled
"Contentious Issues Risk" was prepared by FSCO in January, 2005. It stated "Superintendent to
take action against the actuary for Slater Stainless"; "the administrator is taking legal action to
recover approximately $18 million for the pension fund"; and that "FSCO is coordinating with
Morneau in their action against the actuary."
21 On March 14, 2005, Morneau wrote to FSCO noting that it had spent time participating in a
lawsuit for negligence and breach of fiduciary duty against the Directors and the claim had been
settled.
22 On April 11, 2005, FSCO laid charges against AON and Mr. Norton. It alleged that AON and
Mr. Norton had failed to comply with accepted actuarial practice in respect of the actuarial reports.
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23 On November 18, 2005, by its General Partner, Morneau Sobeco Corporation, Morneau
commenced a claim against AON and Mr. Norton seeking, amongst other things, damages for
negligence and breach of fiduciary duty in the amount of $20 million. The action stated that
Morneau was bringing it in its capacity as administrator of the plans and on behalf of the plans'
members and beneficiaries whose rights and interests in the plans had been harmed by the actions of
the defendants. Morneau alleged that AON and Mr. Norton acted negligently and in breach of their
duties in providing advice to Slater and in preparing solvency valuation reports that were not in
accordance with accepted actuarial practice or the PBA. They are alleged to have prepared reports
that showed a solvency excess when in reality there was a solvency deficiency. The actions of AON
and Mr. Norton were alleged to have resulted in the under-funding of certain of Slater's pension
plans. Morneau specifically pleaded that it was reasonable for the administrator to place reliance on
the reports and that it did reasonably rely on the expertise of AON and Mr. Norton as did the plans'
member beneficiaries. At that time, SSC was the administrator.
24 In her reasons for decision in the appeal discussed subsequently in these reasons, Gillese J.A.,
[2008] O.J. No. 1022, described the Morneau claim.
"Morneau may, as the successor plan administrator, pursue any claims that Slater
might have taken. In addition, however, Morneau has the right to bring suit on
behalf of the Plan's beneficiaries. Fundamentally, it is the latter which lies at the
heart of the Morneau claim. The Morneau claim is asserted on behalf of the
Plans' members and beneficiaries, the people who suffered or will suffer as a
result of the underfunding of the Plans due to the allegedly negligent preparation
of the solvency calculations. The success of the Morneau claim is not dependent
on establishing that Slater reasonably relied on the reports. It is dependent on
establishing that the allegedly negligent report played a role in enabling Slater to
avoid making the required payments."2
25 AON and Mr. Norton brought a motion seeking to commence third party claims against the
Directors in respect of the Morneau claim. On July 6, 2006, relying on the terms of the release in
the Minutes of Settlement, counsel for the Directors wrote to FSCO inquiring as to whether it
intended to indemnify the Directors or withdraw the Morneau claim. On July 12, 2006, FSCO
responded advising that the Morneau proceeding had not been brought or commenced by FSCO or
the Superintendent nor did they act in a representative capacity for the plaintiff in the Morneau
proceeding. As such, the indemnification provision in the release was inapplicable and FSCO was
not in a position to withdraw the Morneau proceeding.
26 AON and Mr. Norton proceeded with their motion seeking an order permitting them to issue
the third party proceedings. They were opposed by the Directors who brought a cross motion
seeking an order enforcing the Minutes of Settlement in the event that the third party proceedings
were permitted. The motions were heard by another judge who refused to allow the third party
claims and as such, he did not address the issue of enforcement of the Minutes of Settlement. That
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decision was overturned by the Court of Appeal. Gillese J.A. writing for the Court held that it was
not plain and obvious that the claims of Aon and Mr. Norton against the Directors failed to disclose
a reasonable cause of action. Furthermore, the issuance of the third party claims was not precluded
by the CCAA orders. Leave to appeal to the Supreme Court of Canada was dismissed. The
Directors then renewed their motion seeking an order to enforce the Minutes of Settlement.
d)

Pension Benefits Guarantee Fund Payment

27 On December 22, 2005, Morneau submitted an application to FSCO seeking an interim
allocation from the Pension Benefits Guarantee Fund (the "Fund") in respect of the plans. The Fund
serves as a mechanism to pay amounts to an underfunded pension plan of an insolvent employer.
On February 24, 2006, FSCO allocated from the Fund an amount not to exceed $73,911,800 to the
CAW plan and an amount not to exceed $9,324,700 to the USWA plan for a total of approximately
$80 million. The evidence suggests that the payment from the Fund may be insufficient to cover the
pension liabilities of all of the beneficiaries in the plans and that there will be benefit reductions for
certain members in spite of the payment from the Fund. Any award of damages in the Morneau
action will be paid to the funds of the CAW and USWA plans, a portion of which may come back to
the Fund. As stated by Ms. Ellis in her cross-examination, monies recovered go into the pension
plan. The pension plan then goes through a recalculation to raise the funded ratio of the benefits and
a portion of that money may come back to the Fund and a portion of it will be distributed amongst
the plan members. The damage claim against AON and Mr. Norton is for $22 million plus
pre-judgment interest and costs. As also observed by Ms. Ellis3, the approximate amount of $80
million does not fully encompass the $22 million claim as non-guaranteed benefits would not be
completely covered. Put differently, the beneficiaries of the CAW plan and the USWA plan were
not made whole as some had non-guaranteed benefits that faced a reduction.
28 According to Morneau, it did not consult with FSCO or seek instructions or advice from
FSCO at any stage of the proceeding in the civil suit brought by Morneau against AON and Mr.
Norton.
The Issues
(a)

Is FSCO required by the terms of the Minutes of Settlement to provide an
indemnity to the Directors or to withdraw Morneau's claim against AON
and Mr. Norton because:
(i)
(ii)

(b)

it is subrogated to Morneau's rights; or because
it is exercising "representative capacity" as contemplated by the
Minutes of Settlement?

Is a motion on the Commercial List the proper procedure to finally
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determine rights pursuant to Minutes of Settlement in the CCAA
proceeding?
The Positions of the Parties
29

In brief, the parties' positions are as follows.
a)

The Directors' Position

30 The Directors submit that FSCO is subrogated to the rights of Morneau pursuant to the
provisions of the PBA. As a result of the authorization of payments from the Fund and pursuant to
section 86(4) of the PBA, the Superintendent is subrogated to Morneau. FSCO therefore assumed
the rights and remedies of Morneau including its right to control the action brought by Morneau.
31 Secondly, quite apart from that argument, FSCO exercises its representative capacity over
Morneau through its ability to remove Morneau as administrator pursuant to section 71 of the PBA
and to assume the role of administrator itself and through its supervision and approval of Morneau's
conduct pursuant to the Appointment Agreement entered into between Morneau and FSCO.
32 Thirdly, the commencement of the action was an unusual step in the context of the windup of
the plans and was taken with full knowledge and involvement of FSCO. Indeed, the Appointment
Agreement expressly contemplated litigation being commenced against the administrator but
contained no reciprocal provision in respect of a claim being brought by the administrator. The
Directors submit that FSCO cannot avoid its obligations under the Minutes of Settlement by
indirectly commencing proceedings against AON and Mr. Norton that assert the very same pension
claims it settled against the Directors without triggering the release provisions in the Minutes of
Settlement.
b)

FSCO's Position

33 Dealing firstly with the issue of subrogation, FSCO submits that while there may be a right of
subrogation, this does not make the claim FSCO's claim. The cause of action belongs to the insured,
not FSCO. Furthermore, if Morneau obtained judgment, the proceeds would not automatically go to
the Fund.
34 As to the issue of representative capacity, FSCO submits that the Superintendent and Morneau
as administrator have two distinct statutory roles and the Appointment Agreement entered into by
them confirms this separation of roles. That Agreement expressly provided that there was no
employment, agency, or partnership arrangement between the Superintendent and Morneau and that
Morneau had no power or authority to bind the Superintendent. Similarly, the Agreement provided
that the Superintendent would not have any responsibility for the conduct of any aspect of the
administration and windup process. Furthermore, the nature of the claim made by FSCO in the
CCAA claims bar proceeding was a restitutionary order within a prosecution which Morneau did
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not have the status to commence. Conversely, Morneau's claim is for damages which the
Superintendent does not have the status to commence. While the Fund allocation gives the
Superintendent certain subrogation rights, this does not mean that the Superintendent or FSCO acts
in a representative capacity for Morneau. Furthermore, the Minutes of Settlement should not be
interpreted to require FSCO to indemnify the Directors on the third party claims. There is no
ambiguity in the words used in those Minutes; there is no evidence that it was the parties' intention
that the release and indemnification provision of the Minutes would apply to the Morneau action;
and the Directors did not give any consideration for such a settlement.
35 FSCO also submits that a motion on the Commercial List is not the appropriate forum for
declaratory relief. The motion is analogous to a motion for summary judgment or a motion on a
point of law. The Directors are asking the Court to determine an issue of liability prior to trial.
FSCO submits that a determination of whether FSCO exercised any representative capacity on
behalf of Morneau is not an issue that can be resolved solely on the basis of the words in the
Minutes of Settlement. This determination requires evidence at a trial of the Morneau action.
Secondly, it would be procedurally unfair to determine this issue summarily by way of motion as if
successful, the Directors would have no financial incentive to defend themselves against the third
party claims. Thirdly, it is premature to decide whether FSCO must indemnify the Directors
because this issue may be moot if the third party claims are ultimately unsuccessful at trial.
c)

Morneau's Position

36 Addressing firstly the Directors' subrogation argument, Morneau submits that the PBA does
not give FSCO the right to control, assume or manage the action on behalf of the administrator. It
simply operates to create a trust over funds received by the administrator for the benefit of FSCO.
Furthermore, the payments made by the Fund are insufficient to cover the pension liabilities of all
of the beneficiaries in the plans. Accordingly, there will be benefit reductions for certain members.
As such, Morneau's action does not consist of a fully subrogated claim.
37 As to the issue of representative capacity, Morneau submits that it was not a party to the
Minutes of Settlement and the subsequent court order does not affect its rights in any manner
whatsoever. FSCO does not act in any representative capacity for any plan administrator appointed
pursuant to section 71 of the PBA. The Directors are unable to establish that FSCO was acting in
any representative capacity for Morneau at the time of the Minutes of Settlement and the court
order. If this were not the case, FSCO would not have to appoint an administrator as FSCO itself
could act as administrator. The statutory scheme demonstrates that the administrator of a pension
plan including an appointed administrator is legally distinct from FSCO. Nor is there any factual
basis on which to assert that FSCO was acting as an agent of Morneau. Indeed, the Minutes and the
court order expressly state that they do not affect the rights of any non-parties. There was no
consideration flowing from the Directors to FSCO. The Directors were sophisticated individuals
who were represented by experienced commercial counsel at all relevant times.
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38 Morneau takes a similar position to that of FSCO with respect to the procedural issue and the
appropriateness of determining this dispute by way of a motion on the Commercial List.
Discussion
a)

Subrogation

39 The first argument to address is whether FSCO is subrogated to the rights of Morneau and
whether as a result, the language in the release in the Minutes of Settlement is triggered in favour of
the Directors. In considering this issue, it is helpful to briefly address the scheme of the PBA and
applicable legal principles.
40 The Superintendent of Financial Services is the regulator of pension plans under the PBA and
is the Chief Executive Officer of FSCO under the Financial Services Commission of Ontario Act
(the "FSCO Act"). The purposes of FSCO are to provide regulatory services that protect the public
interest and enhance public confidence in the regulated sectors, to make recommendations to the
Minister on the regulated sectors, and to provide resources for the Financial Services Tribunal.
Persons who establish or administer a pension plan within the meaning of the PBA, and employers
or other persons on their behalf who are required to contribute to such pension plans, are included in
the definition of regulated sector.4
41 Under the FSCO Act, the Superintendent is responsible for administering and enforcing a
number of statutes including the PBA and for supervising generally the regulated sectors. The
Superintendent is also responsible for the administration of the Pension Benefits Guarantee Fund.
This Fund is established under the PBA. It guarantees certain pension benefits for certain plans that
are wound up but that have insufficient assets to pay all the benefits. Employers who have plans that
are eligible for coverage are required to pay annual assessments to the Fund.
42 Under section 83 of the PBA, the Superintendent shall make a declaration that the Fund
applies to a pension plan if, amongst other things, the plan is wound up and the Superintendent is of
the opinion, upon reasonable and probable grounds, that the funding requirements of the PBA and
Regulation cannot be satisfied. Section 86 of the PBA provides that the Superintendent has a lien
and charge over the assets of the employer where money is paid out of the Fund as a result of the
wind-up, in whole or in part, of a pension plan.
43 In addition, where the Superintendent has authorized payment out of the Fund, he or she
becomes subrogated to the rights of the administrator. Section 86(4) of the PBA states:
The Superintendent is subrogated to the rights of the administrator of a pension
plan of which the Superintendent authorizes payment from the Guarantee Fund in
satisfaction of a pension, deferred pension, pension benefit or contribution
guaranteed under section 84 (guaranteed benefits).
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44 In Re Stelco Inc.,5 Farley J. noted that payment from the Fund does not eliminate liability,
rather the Fund or FSCO is subrogated to the claims of the employees. As described in "Pension
Benefits Law in Ontario",
"...the rights of the Superintendent are substituted in place of the rights of the
plan administrator. In other words, the Superintendent "steps into the shoes" of
the administrator. Accordingly, if the administrator brought a court action under
s. 59 against the employer or its directors to obtain payment of contributions due
under a pension plan, and obtained a judgment, the Superintendent would be
entitled to use those funds to repay the PBGF debt owing by the employer
notwithstanding that the administrator could have provided such funds to the
benefit of plan members. Needless to say, any amount recovered by action in
excess of the PBGF liability, would be applied for the members' benefit."6
45 The administrator is defined in the PBA as the person or persons that administer the pension
plan. It has various responsibilities that are described in the PBA including filing materials
concerning the plan with the Superintendent and ensuring that the plan is administered in
accordance with the filed documents and the PBA. The Superintendent may terminate the
appointment of an administrator appointed by him or her but according to the Divisional Court in
Kerry (Canada) Inc. v. Ontario,7 the Superintendent does not have jurisdiction to require an
administrator to amend a plan.
46 In this case, the Directors submit that by virtue of FSCO's authorization of the payments from
the Fund and by operation of section 86(4) of the PBA, FSCO is subrogated to the rights of
Morneau as administrator, and thereby has the right to control the court proceeding brought by
Morneau. As such, the Directors argue that FSCO is bound to abide by the terms of the release and
indemnity found in the Minutes of Settlement.
47 Subrogation is a broad and flexible equitable remedy: Ziegel and Denomme, The Ontario
Personal Property Security Act: Commentary and Analysis.8 So by way of example, in Crosbie-Hill
v. Sayer,9 where a third party at the request of the mortgagor paid off the first mortgage, he became
entitled in equity "to stand as against the property, in the shoes of the first mortgagee." The
fundamental principle underlying the doctrine is one of fairness in light of all the circumstances:
Mutual Trust Company v. Creditview Estate Homes Ltd.10 The primary function of subrogation is to
prevent unjust enrichment either by the party whose interests are subrogated or by the party against
whom a claim is made.11
48 In N'Amerix Logistix Inc.,12 Spence J. noted that subrogation is defined as "the substitution of
one person in the place of another with reference to a lawful claim, demand or right, so that he who
is substituted succeeds to the rights of the other in relation to the debt or claim, and its rights,
remedies or securities: Black's Law Dictionary as approved in Midland Mortgage Corp. v. 784401
Ontario Ltd. [1993] O.J. No. 2671 (Gen. Div.)." Granger J. also described the doctrine in London
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Life Insurance Co. v. Forget13:
"The answer to this proposition is to be found in the definition of subrogation
which in general terms provides that if the insured is compensated he holds any
surplus for the benefit of the insurer. In Gibson v. Sun Life Assurance Co. of
Canada (1984), 45 O.R. (2d) 326, 6 D.L.R. (4th) 746 (H.C.J.), Henry J. stated at
p. 333 O.R., pp. 752-53 D.L.R.:
The doctrine of subrogation is a principle of equity that applies to a
contract of indemnity. The meaning of subrogation was stated by
Chancellor Boyd in National Fire Ins. Co. et al. v. McLaren (1886), 12
O.R. 682 at p. 687 (cited with approval by the Supreme Court of Canada in
Ledingham et al. v. Ontario Hospital Services Com'n et al., [1975] 1
S.C.R. 332 at p. 337, 46 D.L.R. (3d) 699 at p. 702, 2 N.R. 32 sub nom.
Ledingham v. Minister of Transport (S.C.C.)):
The doctrine of subrogation is a creature of equity not founded on
contract, but arising out of the relations of the parties. In cases of
insurance where a third party is liable to make good the loss, the
right of subrogation depends upon and is regulated by the broad
underlying principle of securing full indemnity to the insured, on the
one hand, and on the other of holding him accountable as trustee for
any advantage he may obtain over and above compensation for his
loss. Being an equitable right, it partakes of all the ordinary incidents
of such rights, one of which is that in administering relief the Court
will regard not so much the form as the substance of the transaction.
The primary consideration is to see that the insured gets full
compensation for the property destroyed and the expenses incurred
in making good his loss. The next thing is to see that he holds any
surplus for the benefit of the insurance company."
49 In G.E. Canada Equipment Financing G.P. v. ING Insurance Co. of Canada14, Cronk J.A.
described subrogation as "... a derivative right that rests on the principle of indemnification. It
contemplates that on full indemnification of an insured by an insurer for an insured loss, the insurer
becomes entitled to exercise a right belonging to the insured."
50 The cause of action in a subrogated claim continues to belong to the subrogor. In Mason
(Litigation Guardian of) v. Ontario,15 Laskin J.A. discussed the concept.
"... where an insurer is subrogated to the claim of its insured, the claim
nonetheless remains that of the insured in whose name and with whose rights the
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claim must be advanced."
He then quoted with approval from MacGillivray and Parkington on Insurance Law.16
"Consistently with [the rule that the cause of action in a subrogated claim
remains that of the insured] the law ignores the fact that, when proceedings are
instituted at the behest of the insurer, he is the real plaintiff. Thus a Canadian
court has held that an order for security for costs may be made against a foreign
assured in whose name a domestic insurance company is bringing an action. ...
Judgment must be entered in the name of the nominal plaintiff, the assured, and
the defendant will obtain a good discharge only if he pays the assured, not if he
pays the insurer."
51 In keeping with this principle, subrogation does not amount to an assignment of a cause of
action. In Gough v. Toronto and York Radial R.W. Co.17 Middleton J. stated:
"When the owner in the first place chooses to call upon the insurance company to
indemnify him, then the insurance company is by law subrogated to his rights
against the wrongdoer. This is not an assignment of the right of action, for it is
founded in tort and cannot be assigned; but it is the right of the insurer to resort
to the courts and to assert, in the name of the insured, his right of action against
the wrongdoer. When the judgment is recovered, though in the name of the
insured, it is the property of the insurer."
52 In Somersall v. Friedman,18 the Supreme Court of Canada examined the issue of subrogation
within the context of automobile insurance and more specifically, s. 278(1) of the Insurance Act19
and the Family Protection Endorsement that had been a common feature in Ontario automobile
insurance agreements. Section 278(1) provided that:
"An insurer who makes any payment or assumes liability therefore under a
contract is subrogated to all rights of recovery of the insured against any person
and may bring an action in the name of the insured to enforce those rights."
Similarly, the Endorsement provided that where a claim was made, the insurer was subrogated to
the rights of the claimant and could maintain an action in the claimant's name.
53 In that decision, Iacobucci J. addressed a number of relevant substantive principles relating to
the doctrine of subrogation. Firstly, he discussed the underlying objectives of the doctrine as being:
"to ensure (i) that the insured receives no more and no less than a full indemnity,
and (ii) that the loss falls on the person who is legally responsible for causing it
(citations omitted). The doctrine of subrogation operates to ensure that the
insured receives only a just indemnity and does not profit from the insurance
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(citations omitted). Consequently, if there is no danger of the insured being over
compensated and the tortfeasor has exhausted his or her capacity to compensate
the insured there is no reason to invoke subrogation."20
54 Secondly, he observed that in the absence of contractual terms to the contrary, the insurer's
right of subrogation will not arise until the insured has been fully indemnified and the insurer may
not control the process of litigation until this full indemnity has been met. In this regard, he relied
on Globe & Rutgers Fire Insurance Co. v. Truedell21. In that case, the Ontario Court of Appeal held
that subrogation occurred only where the insurance monies paid were sufficient to cover the entire
loss suffered by the insured as opposed to simply the insured loss. (The corollary of this principle
being that the customer is under a duty to pursue his or her claim against a third party diligently and
in good faith.)
55 Thirdly, Iacobucci J. stated that: "... the insured is obliged to pursue any claim it has against a
third party, up until such time as the insurer is entitled to and does assert control of the claim, in
good faith."(emphasis added). In the case before the Supreme Court, Iacobucci J. concluded that the
insurer's right of subrogation was not required to be exercised and that the insured could maintain
the right of action until such time as the insurer assumed control.22
56 I will then turn to an application of these legal principles to the facts before me. Firstly, the
facts of the case seem to fall within the parameters of the doctrinal objectives. To achieve the
objectives of subrogation and to avoid any unjust enrichment, recovery in the name of Morneau
would accrue at least in part to the benefit of the Fund. Conversely, the defendants to the law suit,
namely AON and Mr. Norton, should not be able to escape possible liability just because there has
been some payment from the Fund.
57 Secondly, in this case, the right of subrogation is governed by statute rather than by a contract.
The right is only contingent on authorization of payment from the Fund in satisfaction of a pension,
deferred pension, pension benefit or contribution guaranteed under section 84 of the Act. The
trigger to entitlement to a right of subrogation appears to be payment of the amounts guaranteed, not
full payment for the loss or shortfall.
58 That said, as held in the Mason decision, while the Superintendent may step into the shoes of
Morneau, the claim continues to belong to Morneau. By logical extension, a defendant may only
assert defenses that would be available as against Morneau. As such, had Morneau sued the
Directors directly, they could not defend on the basis that they had obtained a release from FSCO in
the absence of a release from Morneau. Put differently, FSCO has a subrogation right but that does
not necessarily mean that remedies or claims against FSCO are subsumed or conflated as a result of
the subrogation. This is particularly the case in circumstances where it is unclear that FSCO has in
fact exercised its subrogation right and asserted control of the claim. Here, while FSCO would
appear to be entitled to control the claim against AON and Mr. Norton, it has not been established
that it has exercised its subrogation right and asserted control of the claim. As is clear from
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Iacobucci J.'s comments in the Somersall decision, an insured may have a right to all or some of the
fruits of an action but is not required or obliged to assume control of that action. Although not
entirely free from doubt, prima facie it would appear that Morneau continues to pursue the claim
and that FSCO has not assumed control of the action. Based on the record before me, there is a
genuine issue for trial as to whether FSCO has exercised its subrogation right and asserted control
of the action.
59 In these circumstances, it is premature to trigger the language of the release and
indemnification in the Minutes of Settlement as a result of the Directors' subrogation argument.
Such a determination requires a trial that will address whether in fact FSCO did exercise its
subrogation right and asserted control of the action.
(b)

Representative Capacity

60 One must then ask whether FSCO is exercising "any representative capacity on behalf of any
or all of the former employees of Slater, the beneficiaries of any pension plan of which Slater was
the employer, sponsor or administrator ... and the current administrator of the Plans (Morneau
Sobeco)." As indicated in paragraph 3 of its factum, the Directors are not arguing that subrogation
creates or conveys representative capacity on FSCO over Morneau.
61 Does FSCO exercise representative capacity on behalf of Morneau as alleged by the Directors
given that pursuant to s. 71 of the PBA it may remove Morneau as administrator and assume the
role of administrator itself, and given that pursuant to the Appointment Agreement, it supervises
and approves Morneau's conduct in certain respects?
62 In addressing this issue, one questions the meaning of the term 'representative capacity' found
in the Minutes of Settlement. Both the Directors and FCSO maintain that the Minutes of Settlement
are unambiguous.
63 Representative capacity is defined in Black's Law Dictionary as "the position of one standing
or acting for another, esp. through delegated authority <an agent acting in a representative capacity
for the principal >."23
64 The PBA establishes separate roles for the Superintendent and the administrator. In addition,
section 71(1) of the PBA provides that the Superintendent may act as or appoint an administrator. In
fact, Morneau was appointed administrator by FSCO pursuant to this provision. In my view, section
71 does not amount to FSCO exercising any representative capacity on behalf of Morneau.
65 Similarly, the Appointment Agreement confirmed the separation of the roles of the two
entities. It provided that the Superintendent could not assume or have any responsibilities for the
conduct of any aspect of the administration and nothing in the agreement would have the effect of
creating an employment partnership or agency relationship between FSCO and Morneau.
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66 The Minutes of Settlement could have included Morneau but did not. Farley J.'s December 9,
2004 order stated that its terms applied only to the resolution of FSCO's claim and did not affect the
rights of any person who was not a party to the Minutes of Settlement. There is no express evidence
before me of any representation having been made to the Directors that FSCO was acting in a
representative capacity for Morneau.
67 The release does speak of FSCO exercising any representative capacity on behalf of Morneau.
Whether FSCO exercised any representative capacity is a factual determination and is the subject of
competing facts and possible inferences. Lynda Ellis, who was the main FSCO representative who
communicated with Morneau at the relevant time, maintained in her affidavit that FSCO did not
instruct, control or otherwise act in a representative capacity over Morneau. She stated that
Morneau did not consult FSCO at any stage of the proceeding in the civil suit brought by Morneau
against Aon and Mr. Norton. In contrast, a Contentious Issues List prepared by FSCO and that was
produced by FSCO as an answer to an undertaking, stated that "FSCO is coordinating with Morneau
in their action against the actuary." Furthermore, Morneau confirmed that litigation is not normally
associated with a typical plan wind-up. In its totality, this evidence could lead one to conclude that
FSCO did in fact exercise representative capacity on behalf of Morneau.
68 Based on the evidentiary record before me, there is a genuine issue for trial as to whether
FSCO was exercising any representative capacity on behalf of Morneau.
(c)

Procedural Issue

69 This brings me to the third issue, namely, is this motion the appropriate forum to interpret the
Minutes of Settlement and more specifically, the release and indemnification provision found in the
Minutes of Settlement?
70 A claims bar order was issued in the CCAA proceedings and provided for a claims bar
proceeding with respect to the Directors. A termination order was issued on August 30, 2004. It
stated that the Directors were released from all claims except: a) any claims for active or knowing
participation in a breach of fiduciary duty; b) any claims arising from gross negligence or willful
misconduct; or, c) any claims allowed in the claims bar proceeding. The Superintendent asserted a
claim within that process and it was settled pursuant to Minutes of Settlement and a court order. The
Directors bring their motion within the CCAA proceeding on the Commercial List.
71 FSCO submits that the Directors' motion is analogous to a motion for summary judgment or a
motion on a point of law. With the former, the moving party must establish that there is no genuine
issue for trial and with the latter, the moving party must demonstrate that it is plain and obvious that
a trial of the issue is unnecessary. Morneau also takes exception to this issue being determined by a
way of motion. For their part, the Directors submit that in deciding whether the relief sought may be
granted, the court should decide whether the issue before it can be determined without a trial.
72

It seems to me that the interpretation and enforcement of Minutes of Settlement entered into
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within a CCAA proceeding are properly within the jurisdiction and purview of a motions judge
sitting on the Commercial List. If the court is in a position to effectively dispose of the issue, it
should do so. Summary determinations of disputes are desirable in that they save time and expense.
The Rules of Civil Procedure are consistent with such an approach. Rule 1.04 provides that the rules
shall be liberally construed to secure the just, most expeditious and least expensive determination of
every civil proceeding on its merits and where matters are not provided for in the rules, the practice
shall be determined by analogy. By analogy to this case, Rule 49.09 provides that where a party to
an accepted offer to settle fails to comply with the terms of the offer, the other party may move for
judgment. It seems to me that the enforcement of Minutes of Settlement should similarly be
enforceable by motion in the proceeding rather than requiring a party to institute fresh proceedings.
In addition, given that the issue in part involves indemnification for legal fees, it is wholly
appropriate to attempt to deal with the issue in a summary fashion. This is somewhat akin to an
application or motion involving a duty to defend. That said, there must be both procedural and
substantive fairness associated with such a determination. In this case, I must be satisfied that the
issues in dispute may properly be determined without a trial. I am not so satisfied.
73 While the parties to the Minutes of Settlement who are before me, namely the Directors and
FSCO, both take the position that the Minutes of Settlement are unambiguous, in my view, there is
a genuine issue for trial as to whether FSCO exercised any representative capacity on behalf of
Morneau. I agree with FSCO that this issue is not resolved solely on the basis of the words of the
Minutes of Settlement but also on the basis of evidence to ascertain the extent, if any, to which
FSCO exercised any representative capacity on behalf of Morneau. As already noted, the evidence
on this issue is inconclusive and subject to conflicting inferences and potential findings. I do not
accept that there are no material issues of fact that require a trial for resolution. Similarly, there is
also a genuine issue for trial as to whether FSCO exercised its subrogation right and asserted control
of the claim against AON and Mr. Norton.As such, while I am of the view that the matter
potentially could be determined on a summary basis, in this case it should not be.
Conclusion
74 For these reasons, I am dismissing the Directors' motion, however, as suggested by FSCO, it is
dismissed without prejudice to the Directors to raise the same issues at or after the trial. The
cross-motion of FSCO to strike, stay, or order that a motion on the Commercial List is not the
proper procedure is also dismissed. The parties were to file written cost outlines. I received them
from some but not all of the parties. If they are unable to agree on costs, the parties are to make
brief written submissions.
S.E. PEPALL J.
cp/e/qllxr/qlpxm/qlltl/qlaxw/qlced
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Bayerische Landesbank Girozentrale v. R.S.W.H. Vegetable
Farmers Inc. et al.
[Indexed as: Bayerische Landesbank Girozentrale v.
R.S.W.H. Vegetable Farmers Inc.]
53 O.R. (3d) 374
[2001] O.J. No. 745
Docket No. 98-CV-158339
Ontario Superior Court of Justice
Molloy J.
March 2, 2001
Civil procedure--Summary judgment--Offer to settle --Principles of motion for summary judgment
applying to motion for judgment in accordance with terms of accepted offer to settle--No genuine
issue for trial--No genuine credibility issue--Plaintiff granted summary judgment--Rules of Civil
Procedure, R.R.O. 1990, Reg. 194, rules 20, 49.09.
The plaintiff ("the Bank") made a secured loan to the defendants. The loan went into default, and
the Bank demanded payment from the defendants and from two individuals who had guaranteed
repayment of the loan. The Bank then sued the defendants but not the guarantors. In November
1999, the Bank signed minutes of settlement with the defendants. The minutes of settlement
provided that if certain payments were not made within six months, then the Bank could take out a
judgment in accordance with the consent to judgment signed by the defendants. A letter enclosing
the settlement documents provided that the minutes of settlement were conditional on the guarantors
signing them. The guarantors never signed the minutes of settlement. The defendants never made
the stipulated payments. The Bank moved for judgment under rule 49.09, which provides that where
a party to an accepted offer to settle fails to comply with the terms of the offer, the other party may
make a motion to a judge for judgment in the terms of the accepted offer.
Held, the plaintiff should be granted judgment.
The principles applicable to a motion for summary judgment under Rule 20 apply to a motion for
judgment under rule 49.09. Judgment may be granted on such a motion only if there are no genuine
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factual disputes that require a trial for resolution. An issue of credibility must be a genuine one to
defeat the motion. The settlement agreement by its express terms was conditional upon the
guarantors signing the Minutes of Settlement and it was not necessary to resort to parol evidence.
This condition was inserted solely for the benefit of the Bank. The Bank was entitled to waive the
condition, and it did so. Accordingly, the defendants were bound by the terms of the minutes of
settlement notwithstanding that the document was never signed by the guarantors. The defendant's
assertion that he never would have signed the minutes of settlement if he had known that the Bank
was going to take the position that there was an agreement without the consent of the guarantors
was a self-serving assertion made after the fact. It had no chance of success and was not enough to
raise a genuine issue for trial. Further, the defendant's allegation that the Bank later represented to
him that the guarantors had signed the agreement did not create a triable issue. The defendant did
not act on this representation, did not rely upon it, and suffered no detriment as a result of it.
Accordingly, the minutes of settlement were binding, and the Bank was entitled to judgment.
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C.P.C. (4th) 219, 107 O.A.C. 114 (C.A.); Danson v. Ontario (Attorney General), [1990] 2 S.C.R.
1086, 74 O.R. (2d) 763n, 41 O.A.C. 250, 73 D.L.R. (4th) 686, 112 N.R. 362, 50 C.R.R. 59, 43
C.P.C. (2d) 165, affg (1987), 60 O.R. (2d) 676, 22 O.A.C. 38, 41 D.L.R. (4th) 129, 41 C.R.R. 48, 19
C.P.C. (2d) 249 (C.A.) (sub nom. R. v. Danson); Dawson v. Rexcraft Storage & Warehouse Inc.
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MOTION for judgment under rule 49.09 of the Rules of Civil Procedure, R.R.O. 1990, Reg. 194.
Linda Galessiere, for plaintiff (moving party). Brad Teplitsky, for defendants (responding parties).

MOLLOY J.:-A. Background
[1] The plaintiff ("the Bank") moves for judgment in accordance with Minutes of Settlement
executed by the defendants. The defendants were in default on a loan advanced by the Bank and
mortgages given as security for the loan. The Bank made demand on the loan and under its security
and also made demand on two individuals who were guarantors on the loan. The Bank thereafter
commenced an action against the defendants, but not the guarantors. Minutes of Settlement were
signed by the defendants and the Bank in November 1999. The purpose of the settlement was to
give the defendants further time to pay, during which time the Bank would take no steps against
them. One of the terms of the settlement was that the defendants would pay a certain amount within
six months, failing which the Bank would be at liberty to take out judgment in accordance with the
Consent to Judgment signed by the defendants. The defendants made no payments within the
six-month period and the Bank therefore claims entitlement to judgment as stipulated in the Minutes
of Settlement. The defendants allege that the settlement was conditional upon the two guarantors
also agreeing to its terms and executing the Minutes of Settlement. Since the two guarantors refused
to be parties to the settlement, the defendants take the position that there was no binding settlement
and claim the right to defend this action on its merits.
B. The Test to be Applied
[2] The plaintiff brings this motion pursuant to Rule 49.09 [Rules of Civil Procedure, R.R.O.
1990, Reg. 194] which states:
49.09 Where a party to an accepted offer to settle fails to comply with the terms of
the offer, the other party may,
(a)
(b)

make a motion to a judge for judgment in the terms of the accepted offer,
and the judge may grant judgment accordingly; or
continue the proceeding as if there had been no accepted offer to settle.

[3] Counsel for the plaintiff sought to distinguish a motion, such as this one, under rule 49.09(a)
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from a motion for summary judgment under Rule 20. Much of her argument was directed towards
attacking the credibility of the defendant Helmut Sieber based on conflicts in his testimony, the
improbability of his version of events and the fact that his evidence on several points is directly
contradicted by the evidence of representatives of the Bank. She argued that the test for summary
judgment under Rule 20 did not apply and that principles established in case law under Rule 20
likewise had no application.
[4] I disagree. A settlement agreement is enforceable as a contract. A motion for judgment in
accordance with a settlement agreement is a motion for judgment on a contract. Rule 49.09
facilitates the bringing of a motion for judgment within an action on the basis of the settlement of
that action, thus making it unnecessary to start a new action to enforce the settlement agreement.
However, that does not mean that judgment may be granted on a summary basis where there are
genuine issues for trial or a dispute with respect to material facts. A motion for judgment on a
settlement agreement is no different in that regard than a motion for judgment on any other kind of
agreement. It is part of our tradition of justice that parties are entitled to a viva voce trial except in
those exceptional circumstances where a final determination can safely be made without a trial. It is
not in accordance with those well established principles for a judge to conduct what is in effect a
"paper trial" by "evaluating c redibility, weighing evidence and drawing factual inferences" on a
motion: Kilpatrick v. Peterborough Civic Hospital (1999), 44 O.R. (3d) 321, 174 D.L.R. (4th) 435
(C.A.); Guarantee Co. of North America v. Gordon Capital Corp., [1999] 3 S.C.R. 423, 178 D.L.R.
(4th) 1. This basic principle underlies the case law on Rule 20 as well as cases under Rule 14 which
have held that even where a matter may properly be commenced as an application, it is not
appropriate to decide the matter based on affidavit evidence if there are material facts in dispute: R.
v. Jetco Manufacturing Ltd. (1987), 57 O.R. (2d) 776, 31 C.C.C. (3d) 171 (C.A.); Danson v.
Ontario (Attorney General) (1987), 60 O.R. (2d) 676, 19 C.P.C. (2d) 249 (C.A.), appeal dismissed,
[1990] 2 S.C.R. 1086, 73 D.L.R. (4th) 686, 43 C.P.C. (2d) 165, 112 N.R. 362. In my opinion, it
applies with equal force to motions under rule 49.09. Judgment may be granted on such a motion
only if there are no genuine factual disputes that require a trial for their resolution. The Rule 20 case
law applies. It is not possible on such a motion to base a decision on assessments of credibility:
Dawson v. Rexcraft Storage and Warehouse Inc. (1998), 164 D.L.R. (4th) 257, 26 C.P.C. (4th) 1,
111 O.A.C. 201, 20 R.P.R. (3d) 207 (C.A.); Aguonie v. Galion Solid Waste Material Inc. (1998), 38
O.R. (3d) 161, 156 D.L.R. (4th) 222, 17 C.P.C. (4th) 219, 107 O.A.C. 114 (C.A.). That said, it is not
every issue of credibility that will prevent a motion for judgment from succeeding. It is appropriate
on a motion to weed out spurious allegations with no hope of success at trial. The issue of
credibility must be a genuine one to defeat the motion: Irving Ungerman Ltd. v. Galanis (1991), 4
O.R. (3d) 545, 83 D.L.R. (4th) 734 (C.A.).
C. Analysis
[5] The defendants submit that the settlement agreement was conditional upon the guarantors
being parties to it. The individual defendant, Helmut Sieber, alleges in his affidavit that he was
specifically told that this was the case by the Bank's representative in Germany with whom he dealt
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when he signed the Minutes of Settlement. Mr. Sieber acknowledges that he treated the agreement
as binding upon him after it was signed but states that this was because he was told by the bank's
representative in Germany that the guarantors had in fact signed the agreement. The plaintiff Bank
denies that the agreement was conditional upon the guarantors becoming parties, denies that anyone
said that to Mr. Sieber and denies that anyone at the Bank ever told Mr. Sieber that the guarantors
had signed the agreement.
[6] Parol evidence is not admissible to vary the clear terms of a written agreement: Goss v.
Nugent (Lord) (1883), 5 B. & Ad. 58, 110 E.R. 713 (K.B.); Leitch Gold Mines v. Texas Gulf
Sulphur Co. (1968), [1969] 1 O.R. 469 at pp. 523-24, 3 D.L.R. (3d) 161 (H.C.J.). Thus, if the terms
of the settlement agreement are clear and unambiguous, evidence of statements made by the Bank
as to its terms would not be admissible to vary it. There is nothing in the language of the agreement
itself that requires the guarantors to be parties to it or that makes its terms conditional upon the
guarantors being parties. However, the Minutes of Settlement clearly contemplate three sets of
parties: (1) the Bank; (2) the defendant company and Mr. Sieber; and (3) the two guarantors. All
three sets of parties are set out in the style of cause, all are referred to in the preamble, and the
signing page provides for all of their signatures. The agreement provides, inter alia, that if the
defendants do not make a stipulated payment within six months, the Bank will be at liberty to
pursue the defendants and the guarantors. The agreement is silent as to whether it is binding on
some of the parties if all of the parties have not signed.
[7] Even where the language used in a written agreement is clear, it is appropriate to look at the
"general context that gave birth to the document, or its 'factual matrix'" as an aid to interpretation:
Kentucky Fried Chicken Canada v. Scott's Food Services Inc. (1998), 114 O.A.C. 357, 41 B.L.R.
(2d) 42 (C.A.) at para. 25; Prenn v. Simmonds, [1971] 3 All E.R. 237, [1971] 1 W.L.R. 1381 (H.L.).
In Toronto-Dominion Bank v. Leigh Instruments Ltd. (Trustee of) (1998), 40 B.L.R. (2d) 1, [1998]
O.J. No. 2637 (Gen. Div.), Winkler J. held at para. 410:
Where an agreement is clear and unambiguous on its face, the parole evidence rule
operates to prohibit admission of evidence to alter or vary the written terms of the
contract. However, the court may admit evidence of the surrounding circumstances,
including evidence of the commercial purpose of the contract, the genesis of the
transaction, the background, the context and the market in which the parties were
operating. In this regard, evidence to be admitted must be objective in the sense of what
reasonable persons in the position of the parties would have had in mind, rather than
subjective evidence of the parties' actual intentions.
(Emphasis added)
[8] The commercial context of the agreement in this case was to put litigation on hold for a
period of time to enable the debt to be repaid by the principal debtors. The guarantors had already
been complaining that the Bank was not proceeding quickly enough against the defendant debtors.
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The Bank was therefore anxious to protect its position under the guarantees by having the
guarantors agree to this further delay. The Bank proposed that the guarantors sign not only the
Minutes of Settlement, but also an Acknowledgment pursuant to which the guarantors specifically
agreed that the terms of the Minutes of Settlement were not in accord with the guarantees but that
the guarantors would not raise that as a defence in any subsequent claim by the Bank.
[9] The terms of the settlement agreement between the Bank and Mr. Sieber are set out in a letter
dated October 12, 1999 from Mr. Kelly (counsel for the Bank) to Mr. Sieber. In that letter Mr. Kelly
advises that he has now received final instructions from the bank and is therefore enclosing four
documents: (1) original Minutes of Settlement; (2) original Consent to an Order changing the name
of the plaintiff to reflect an assignment of the loan; (3) original Consent to Judgment; and (4) copy
of Acknowledgment and Consent to be executed by the guarantors. He then states:
My client is prepared to proceed in accordance with the terms of the Minutes of
Settlement on the condition that the above-mentioned documents together with a
special resolution of the shareholders of R.S.W.H. Vegetable Farmers Inc. authorizing
the corporation to consent to the judgment against it are returned, executeted (sic), to
me within the next ten days.
(Emphasis added)
[10] Subsequent to Mr. Sieber signing the settlement documents, the Bank continued its attempts
to persuade the guarantors to sign. This was unsuccessful. It is clear that the guarantors never
agreed to the terms of the proposed settlement and never signed any of the settlement documents.
However, the Bank proceeded as if it were bound by the terms of the agreement vis-à-vis the
defendants and took no further steps against either the defendants or the guarantors until after the
defendants had defaulted in making the payment required within the first six months.
[11] It is not correct to look at the language of the Minutes of Settlement alone to determine its
meaning. At a minimum, the letter of October 12 must be considered as it sets out the terms of the
settlement between the parties, only one of which was the signing of the Minutes of Settlement. The
October 12 letter is probably properly characterized as one of the contractual documents; at the very
least it is part of the factual matrix to be taken into account. That letter provides that the settlement
agreement is conditional upon the guarantors signing the Minutes of Settlement. That being the
case, it is not necessary to decide the truth of Mr. Sieber's allegation that the Bank's representative
in Germany told him that the settlement was conditional upon the guarantors signing, nor is it
necessary to determine whether such evidence would be admissible under the parol evidence rule.
The alleged representation simply mirrors what is already clearly stated in the October 12 letter. I
therefore conclude that the settlement agreement, by its express terms, was conditional upon the
guarantors signing the Minutes of Settlement.
[12] A finding that the settlement agreement was conditional upon the agreement of the
guarantors is not, however, the end of the matter. It is well settled that if a condition in an
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agreement is inserted solely for the benefit of one of the parties, it may be waived by that party. As
was stated by the Supreme Court of Canada in Zhilka v. Turney, [1959] S.C.R. 578, 18 D.L.R. (2d)
447, at p. 583 S.C.R.:
. . . one party to a contract may forego a promised advantage or may dispense with part
of the promised performance of the other party which is simply and solely for the
benefit of the first party and is severable from the rest of the contract.
[13] This principle was applied in Royal Bank of Canada v. Rogerson, [1994] O.J. No. 2546
(Gen. Div.). In that case, the bank had sued a guarantor when the principal debtor defaulted. The
guarantor argued that the bank had advanced funds to the debtor before ensuring that certain
conditions precedent had been met. Grossi J. held at para. 11:
The condition precedent may be waived by the party for whose benefit the condition is
inserted into a binding contract. The failure of the Bank to require compliance with all
the conditions precedent in the Agreement prior to advancing monies to 809897 does
not benefit [the guarantor]. It may be to the detriment of the Bank. However that is the
Bank's risk.
[14] The Bank in the case before me argues that even if the settlement was conditional upon the
guarantors signing the Minutes, this was a condition that was solely for the protection of the Bank
and had been waived by the Bank. The benefit to the Bank in obtaining the agreement of the
guarantors to the settlement is obvious. The guarantors were already complaining that the Bank was
not moving expeditiously enough against the debtors and were already taking the position that as a
result of this delay they would not be liable for any interest on the outstanding debt. By granting a
further extension of up to one year to the principal debtors, the Bank was running a risk with respect
to the enforceability of its claim against the guarantors. However, I cannot see how it would make
any difference to the defendants whether the guarantors had agreed to the settlement terms or not.
The defendants argue that what was important to them was to have all litigation at a standstill
during this period so that they coul d attempt to raise the funds to satisfy the Bank's claim.
However, there were no proceedings between the defendants and the guarantors, nor were there any
proceedings against the guarantors by the Bank. In the absence of the Bank pursuing the guarantors,
there would be no basis in law for the guarantors to come after the defendants. As long as the Bank
was bound by the terms of the Minutes of Settlement as against the defendants, its collection of its
debt was at a standstill. It would not have been entitled during the currency of the agreement to
bring action against the guarantors. The fact that the Bank had agreed with the principal debtor that
payment would not be due except as under the Minutes of Settlement would be a complete defence
by the guarantors to any action brought by the Bank prior to the expiry of the term specified in the
Minutes of Settlement (or termination of the Minutes by breach). In my opinion, it is clear that
obtaining the agreement of the guarantors to the settlement was of benefit only to the Bank. The
Bank was therefore entitled to waive that condition and it did so. Accordingly, the defendants are
bound by the terms of the Minutes of Settlement notwithstanding that the document was never
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signed by the guarantors.
[15] Mr. Sieber states in his affidavit that he never would have signed the Minutes of Settlement
if he had known that the Bank was going to take the position that there was an agreement without
the consent of the guarantors. He says that he "did not see any point in entering into a standstill
agreement with the Bank and at the same time possibly being involved in litigation with the
guarantors". In my view, this bald assertion does not constitute a genuine issue for trial. There must
be some air of reality to assertions put forward by a defendant in order to defeat a summary
judgment motion. There was no litigation with the guarantors, nor any possibility of litigation with
the guarantors during the currency of the Minutes of Settlement. The condition with respect to the
guarantors was stipulated by the Bank and was of no concern to Mr. Sieber whatsoever, not having
been raised at all until well after he was in default under the Minutes of Settlement and the Bank
had taken steps to enforce it. In these circumstances a self-serving assertion by the defendant after
the fact which has no chance of success is not enough to raise a genuine issue for trial: Guarantee
Co. of North America v. Gordon Capital Corp., supra; Rogers Cable TV Ltd. v. 373041 Ontario
Ltd. (1994), 22 O.R. (3d) 25 (Gen. Div.).
[16] Further, Mr. Sieber's allegation that the Bank later represented to him that the guarantors had
signed the agreement does not create a triable issue. Even assuming that such a statement had been
made by the Bank, it had no impact on the defendants. The defendants obtained everything they
bargained for under the settlement agreement. The Bank did nothing to enforce its security as
against either the debtors or the guarantors and took no further steps in respect of its action against
the defendants for the six-month period agreed to in the Minutes of Settlement. The Bank, in
waiving the condition requiring consent by the guarantors, took a significant risk both with respect
to collecting on its claim against the defendants and with respect to jeopardizing the enforceability
of its full claim against the guarantors. Thus the Bank received no benefit under the agreement, but
did suffer detriment. The defendants, on the other hand, received the full benefit of the settlement
agreement, suffered no detriment and nevertheless failed to pay any amount on the debt. Whatever
may have been Mr. Sieber's belief as to whether the guarantor's had signed, and regardless of
whether this had been told to him by the Bank, he did not act on it, did not rely upon it, and suffered
no detriment as a result of it. Quite simply, it is irrelevant.
D. Conclusion and Order
[17] I therefore conclude that the Minutes of Settlement executed by the defendants are valid and
binding. The defendants defaulted in making the required payment in the first six-month period,
such that the plaintiffs are now at liberty to have the judgment consented to by the defendants issued
and entered. The Consent to Judgment entitles the plaintiff to costs of this action on a solicitor and
client basis. The defendants unnecessarily strung out this proceeding since the Bank first attempted
to enforce the settlement upon the failure of the defendants to make the required payments. The
defendants' initial line of defence involved an allegation that the Bank was in default of a
side-agreement to give him a letter of good standing. Ultimately, that defence was abandoned prior

Page 9

to the argument of this motion. The defendants, in resisting this motion, have simply been stalling
and trying to buy more time before judgment is issued against them. In these circumstances, it is
appropriate that the costs dispos ition in the Consent to Judgment should include the costs of this
motion. Those costs, as stipulated in the agreement, shall be on a solicitor and client basis.
Judgment accordingly.
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DSSUHFLDWLRQ´ RI HYLGHQFH DQG LVVXHV UHTXLUHG WR PDNLQJ GLVSRVLWLYH ILQGLQJV RQ PRWLRQ IRU VXPPDU\
MXGJPHQW ² &RXUW IRXQG WKDW JLYHQ IDFWXDO FRPSOH[LW\ DQG YROXPLQRXV UHFRUG DFWLRQ ZDV W\SH WKDW
JHQHUDOO\ UHTXLUHG IXOO WULDO KRZHYHU UHFRUG VXSSRUWHG WKDW + KDG FRPPLWWHG WRUW RI FLYLO IUDXG DQG
GLVPLVVHG KLV DSSHDO ² + DSSHDOHG ² $SSHDO GLVPLVVHG ² 6XPPDU\ MXGJPHQW PRWLRQ HQKDQFHV
DFFHVVWRMXVWLFHDVFKHDSHUIDVWHUDOWHUQDWLYHWRIXOOWULDODQGQHZ5UHIOHFWVUHFRPPHQGDWLRQVIRU
LPSURYLQJDFFHVVWRMXVWLFH²1HZIDFWILQGLQJSRZHUVLQ5FDQEHH[HUFLVHGXQOHVVLWLVLQLQWHUHVW
RIMXVWLFHIRUWKHPWREHH[HUFLVHGRQO\DWWULDO²:KHQMXGJHLVDEOHWRPDNHQHFHVVDU\ILQGLQJVRIIDFW
DSSO\ODZWRIDFWVDQGDFKLHYHMXVWUHVXOWLQSURSRUWLRQDWHH[SHGLWLRQVDQGOHVVH[SHQVLYHPHDQVWKHQ
WKHUH ZLOO EH QRJHQXLQHLVVXHUHTXLULQJWULDO²2QVXPPDU\ MXGJPHQWPRWLRQHYLGHQFHQHHG QRW EH
HTXLYDOHQW WR WKDW DW WULDO EXW PXVW EH VXFK WKDW MXGJH FDQ IDLUO\ UHVROYH GLVSXWH ² :KLOH VXPPDU\
MXGJPHQW PXVW EH JUDQWHG ZKHUH WKHUH LV QR JHQXLQH LVVXH UHTXLULQJ WULDO GHFLVLRQ WR XVH H[SDQGHG
IDFWILQGLQJSRZHUVRUFDOORUDOHYLGHQFHLVGLVFUHWLRQDU\²,QWKLVFDVHPRWLRQMXGJHPDGHQRSDOSDEOH
DQG RYHUULGLQJ HUURU LQ JUDQWLQJ VXPPDU\ MXGJPHQW DV UHFRUG ZDV VXIILFLHQW WR PDNH IDLU DQG MXVW
GHWHUPLQDWLRQ
&LYLOSUDFWLFHDQGSURFHGXUH6XPPDU\MXGJPHQW²(YLGHQFHRQDSSOLFDWLRQ²*HQHUDOSULQFLSOHV
*URXS RI $PHULFDQ LQYHVWRUV OHG E\ 0 SURYLGHG IXQGV WR &DQDGLDQ ³WUDGHUV´ ² + ZDV SULQFLSDO RI
FRPSDQ\7WKDWWUDGHGLQERQGVDQGGHEWLQVWUXPHQWVDQG3ZDVODZ\HUZKRDFWHGIRU+7DQG&ZKR
ZDVSULQFLSDORI3DQDPDQLDQLQYHVWPHQWFRPSDQ\²0RQH\ZLUHGE\0JURXSWRODZILUPZDVSRROHG
ZLWK RWKHU IXQGV DQG WUDQVIHUUHG WR 7 ² 7 IRUZDUGHG SRROHG IXQGV WR RIIVKRUH EDQN DQG PRQH\
GLVDSSHDUHG ² 0 JURXS MRLQHG DQRWKHU SODLQWLII LQ DFWLRQ IRU IUDXG DJDLQVW + 3 DQG ODZ ILUP DQG
PRWLRQV IRU VXPPDU\ MXGJPHQW ZHUH KHDUG WRJHWKHU ² 0RWLRQ MXGJH XVHG SRZHUV XQGHU QHZ 5
  RI5XOHVRI&LYLO3URFHGXUHWRZHLJKHYLGHQFHHYDOXDWHFUHGLELOLW\DQGGUDZLQIHUHQFHV²
0RWLRQ MXGJH FRQFOXGHG WULDO ZDV QRW UHTXLUHG DJDLQVW + DQG GLVPLVVHG UHPDLQGHU RI PRWLRQ IRU
VXPPDU\ MXGJPHQW ²+ DSSHDOHG DQG &RXUWRI $SSHDO VHW RXW WKUHVKROG WHVW VWDWLQJWKDW ³LQWHUHVW RI
MXVWLFH´ UHTXLUHG WKDW QHZ SRZHUV EH H[HUFLVHG RQO\ DW WULDO XQOHVV PRWLRQ MXGJH FDQ DFKLHYH ³IXOO
DSSUHFLDWLRQ´ RI HYLGHQFH DQG LVVXHV UHTXLUHG WR PDNLQJ GLVSRVLWLYH ILQGLQJV RQ PRWLRQ IRU VXPPDU\
MXGJPHQW ² &RXUW IRXQG WKDW JLYHQ IDFWXDO FRPSOH[LW\ DQG YROXPLQRXV UHFRUG DFWLRQ ZDV W\SH WKDW
JHQHUDOO\ UHTXLUHG IXOO WULDO KRZHYHU UHFRUG VXSSRUWHG WKDW + KDG FRPPLWWHG WRUW RI FLYLO IUDXG DQG
GLVPLVVHGDSSHDO²+DSSHDOHG²$SSHDOGLVPLVVHG²6XPPDU\MXGJPHQWPRWLRQHQKDQFHVDFFHVVWR
MXVWLFHDVFKHDSHUIDVWHUDOWHUQDWLYHWRIXOOWULDODQGQHZ5UHIOHFWVUHFRPPHQGDWLRQVIRULPSURYLQJ
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DFFHVVWRMXVWLFH²1HZIDFWILQGLQJSRZHUVLQ5FDQEHH[HUFLVHGXQOHVVLWLVLQLQWHUHVWRIMXVWLFH
IRUWKHPWREHH[HUFLVHGRQO\DWWULDO²:KHQMXGJHLVDEOHWRPDNHQHFHVVDU\ILQGLQJVRIIDFWDSSO\
ODZWRIDFWVDQGDFKLHYHMXVWUHVXOWLQSURSRUWLRQDWHH[SHGLWLRQVDQGOHVVH[SHQVLYHPHDQVWKHQWKHUH
ZLOO EH QR JHQXLQH LVVXH UHTXLULQJ WULDO ² 2Q VXPPDU\ MXGJPHQW PRWLRQ HYLGHQFH QHHG QRW EH
HTXLYDOHQW WR WKDW DW WULDO EXW PXVW EH VXFK WKDW MXGJH FDQ IDLUO\ UHVROYH GLVSXWH ² :KLOH VXPPDU\
MXGJPHQW PXVW EH JUDQWHG ZKHUH WKHUH LV QR JHQXLQH LVVXH UHTXLULQJ WULDO GHFLVLRQ WR XVH H[SDQGHG
IDFWILQGLQJSRZHUVRUFDOORUDOHYLGHQFHLVGLVFUHWLRQDU\²,QWKLVFDVHPRWLRQMXGJHPDGHQRSDOSDEOH
DQG RYHUULGLQJ HUURU LQ JUDQWLQJ VXPPDU\ MXGJPHQW DV UHFRUG ZDV VXIILFLHQW WR PDNH IDLU DQG MXVW
GHWHUPLQDWLRQ
3URFpGXUHFLYLOH-XJHPHQWVRPPDLUH²3ULQFLSHVJpQpUDX[
*URXSHG¶LQYHVWLVVHXUVDPpULFDLQVGLULJpVSDU0RQWFRQILpOHXUDUJHQWjGHV©FRXUWLHUVªFDQDGLHQV²
+pWDLWOHGLULJHDQWGH7XQHVRFLpWpTXLIDLVDLWOHFRPPHUFHGHVREOLJDWLRQVHWGHVWLWUHVGHFUpDQFHHW3
pWDLWO¶DYRFDWGH+7HW&OHTXHOpWDLWOHGLULJHDQWG¶XQHVRFLpWpGHSODFHPHQWSDQDPpHQQH²)RQGV
WUDQVIpUpV SDU OH JURXSH 0 DX FDELQHW G¶DYRFDWV RQW pWp PLV HQ FRPPXQ DYHF G¶DXWUHV IRQGV SXLV
WUDQVIpUpVj7²7DYLUpOHVIRQGVjXQHEDQTXHpWUDQJqUHHWO¶DUJHQWDGLVSDUX²*URXSH0V¶HVWMRLQW
jXQDXWUHGHPDQGHXUHQYXHG¶LQWHQWHUXQHDFWLRQSRXUIUDXGHFLYLOHFRQWUH+3HWOHFDELQHWG¶DYRFDWV
HWGHVUHTXrWHVHQMXJHPHQWVRPPDLUHRQWpWpLQVWUXLWHVHQVHPEOH²-XJHVDLVLGHODUHTXrWHDH[HUFpOHV
SRXYRLUV SUpYXV HQ YHUWX GX QRXYHO DUW    GHV 5qJOHV GH SURFpGXUH FLYLOH SRXU DSSUpFLHU OD
SUHXYHpYDOXHUODFUpGLELOLWpHWWLUHUGHVFRQFOXVLRQV²-XJHVDLVLGHODUHTXrWHDHVWLPpTX¶LOQ¶pWDLWSDV
QpFHVVDLUH GH WHQLU XQ SURFqV FRQWUH + HW D UHMHWp OHV DXWUHV SRLQWV VRXOHYpV GDQV OD UHTXrWH ² + D
LQWHUMHWpDSSHOHWOD&RXUG¶DSSHODpQRQFpXQFULWqUHSUpOLPLQDLUHDIILUPDQWTXH©O¶LQWpUrWGHODMXVWLFHª
H[LJHDLWTXHOHVQRXYHDX[SRXYRLUVQHVRLHQWH[HUFpVTXHORUVG¶XQSURFqVVDXIVLXQMXJHVDLVLG¶XQH
UHTXrWHSHXWSURFpGHUjOD©SOHLQHDSSUpFLDWLRQªGHODSUHXYHHWGHVTXHVWLRQVHQOLWLJHTXLV¶LPSRVH
SRXU WLUHU GHV FRQFOXVLRQV GpFLVLYHV VXU XQH UHTXrWH HQ MXJHPHQW VRPPDLUH ² &RXU D FRQFOX TXH
O¶DFWLRQ pWDLW GX W\SH GH FHOOHV TXL QpFHVVLWHQW JpQpUDOHPHQW OD WHQXH G¶XQ SURFqV FRPSWH WHQX GH OD
FRPSOH[LWp GHV IDLWV HQ FDXVH HW GH VRQ GRVVLHU YROXPLQHX[ WRXWHIRLV OH GRVVLHU pWD\DLW OD FRQFOXVLRQ
VHORQODTXHOOH+DYDLWFRPPLVOHGpOLWGHIUDXGHFLYLOHHWOD&RXUDUHMHWpO¶DSSHOGH+²&HGHUQLHUD
IRUPpXQSRXUYRL²3RXUYRLUHMHWp²5HTXrWHHQMXJHPHQWVRPPDLUHDPpOLRUHO¶DFFqVjODMXVWLFHHQ
WDQW TXH VROXWLRQ GH UHFKDQJH PRLQV FRWHXVH HW SOXV UDSLGH j XQ SURFqV IRUPHO HW OD QRXYHOOH 5 
GpFRXOHGHUHFRPPDQGDWLRQVYLVDQWjDPpOLRUHUO¶DFFqVjODMXVWLFH²1RXYHDX[SRXYRLUVHQPDWLqUHGH
UHFKHUFKH GHV IDLWV SUpYXV j OD 5  SHXYHQW rWUH H[HUFpV j PRLQV TX¶LO QH VRLW GDQV O¶LQWpUrW GH OD
MXVWLFHTX¶LOVQHVRLHQWH[HUFpVTXHGDQVOHFDGUHG¶XQSURFqV²/RUVTXHOHMXJHHVWHQPHVXUHGHWLUHU
OHVFRQFOXVLRQVGHIDLWQpFHVVDLUHVG¶DSSOLTXHUOHVUqJOHVGHGURLWDX[IDLWVHWG¶HQDUULYHUjXQUpVXOWDW
MXVWHHQD\DQWUHFRXUVjGHVPR\HQVSURSRUWLRQQpVSOXVH[SpGLWLIVHWPRLQVFRWHX[DORUVLOQ¶H[LVWHSDV
GH YpULWDEOH TXHVWLRQ OLWLJLHXVH QpFHVVLWDQW OD WHQXH G¶XQ SURFqV ² 'DQV OH FDGUH G¶XQH UHTXrWH HQ
MXJHPHQW VRPPDLUH LO Q¶HVW SDV QpFHVVDLUH TXH OD SUHXYH VRLW OD PrPH TXH FHOOH SUpVHQWpH ORUV G¶XQ
SURFqV PDLV HOOH GRLW rWUH WHOOH TXH OH MXJH SXLVVH UpVRXGUH pTXLWDEOHPHQW OH OLWLJH ² %LHQ TX¶XQH
UHTXrWHHQMXJHPHQWVRPPDLUHGRLWrWUHDFFXHLOOLHORUVTX¶LOQ¶H[LVWHSDVGHYpULWDEOHTXHVWLRQOLWLJLHXVH
QpFHVVLWDQWODWHQXHG¶XQSURFqVODGpFLVLRQG¶H[HUFHUOHSRXYRLUpODUJLHQPDWLqUHGHUHFKHUFKHGHVIDLWV
RX OH SRXYRLU G¶RUGRQQHU OD SUpVHQWDWLRQ GH WpPRLJQDJHV RUDX[ HVW GH QDWXUH GLVFUpWLRQQDLUH ² (Q
O¶HVSqFH OH MXJH VDLVL GH OD UHTXrWH Q¶D SDV FRPPLV G¶HUUHXU PDQLIHVWH HW GRPLQDQWH HQ H[HUoDQW OHV
SRXYRLUVSRXUDFFXHLOOLUODUHTXrWHHQMXJHPHQWVRPPDLUHpWDQWGRQQpTXHOHGRVVLHUpWDLWVXIILVDQWSRXU
SHUPHWWUHGHUHQGUHXQHGpFLVLRQMXVWH
3URFpGXUHFLYLOH-XJHPHQWVRPPDLUH²3UHXYHHQLQVWDQFH²3ULQFLSHVJpQpUDX[
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*URXSHG¶LQYHVWLVVHXUVDPpULFDLQVGLULJpVSDU0RQWFRQILpOHXUDUJHQWjGHV©FRXUWLHUVªFDQDGLHQV²
+pWDLWOHGLULJHDQWGH7XQHVRFLpWpTXLIDLVDLWOHFRPPHUFHGHVREOLJDWLRQVHWGHVWLWUHVGHFUpDQFHHW3
pWDLWO¶DYRFDWGH+7HW&OHTXHOpWDLWOHGLULJHDQWG¶XQHVRFLpWpGHSODFHPHQWSDQDPpHQQH²)RQGV
WUDQVIpUpV SDU OH JURXSH 0 DX FDELQHW G¶DYRFDWV RQW pWp PLV HQ FRPPXQ DYHF G¶DXWUHV IRQGV SXLV
WUDQVIpUpVj7²7DYLUpOHVIRQGVjXQHEDQTXHpWUDQJqUHHWO¶DUJHQWDGLVSDUX²*URXSH0V¶HVWMRLQW
jXQDXWUHGHPDQGHXUHQYXHG¶LQWHQWHUXQHDFWLRQSRXUIUDXGHFLYLOHFRQWUH+3HWOHFDELQHWG¶DYRFDWV
HWGHVUHTXrWHVHQMXJHPHQWVRPPDLUHRQWpWpLQVWUXLWHVHQVHPEOH²-XJHVDLVLGHODUHTXrWHDH[HUFpOHV
SRXYRLUV SUpYXV HQ YHUWX GX QRXYHO DUW    GHV 5qJOHV GH SURFpGXUH FLYLOH SRXU DSSUpFLHU OD
SUHXYHpYDOXHUODFUpGLELOLWpHWWLUHUGHVFRQFOXVLRQV²-XJHVDLVLGHODUHTXrWHDHVWLPpTX¶LOQ¶pWDLWSDV
QpFHVVDLUH GH WHQLU XQ SURFqV FRQWUH + HW D UHMHWp OHV DXWUHV SRLQWV VRXOHYpV GDQV OD UHTXrWH ² + D
LQWHUMHWpDSSHOHWOD&RXUG¶DSSHODpQRQFpXQFULWqUHSUpOLPLQDLUHDIILUPDQWTXH©O¶LQWpUrWGHODMXVWLFHª
H[LJHDLWTXHOHVQRXYHDX[SRXYRLUVQHVRLHQWH[HUFpVTXHORUVG¶XQSURFqVVDXIVLXQMXJHVDLVLG¶XQH
UHTXrWHSHXWSURFpGHUjOD©SOHLQHDSSUpFLDWLRQªGHODSUHXYHHWGHVTXHVWLRQVHQOLWLJHTXLV¶LPSRVH
SRXU WLUHU GHV FRQFOXVLRQV GpFLVLYHV VXU XQH UHTXrWH HQ MXJHPHQW VRPPDLUH ² &RXU D FRQFOX TXH
O¶DFWLRQ pWDLW GX W\SH GH FHOOHV TXL QpFHVVLWHQW JpQpUDOHPHQW OD WHQXH G¶XQ SURFqV FRPSWH WHQX GH OD
FRPSOH[LWp GHV IDLWV HQ FDXVH HW GH VRQ GRVVLHU YROXPLQHX[ WRXWHIRLV OH GRVVLHU pWD\DLW OD FRQFOXVLRQ
VHORQODTXHOOH+DYDLWFRPPLVOHGpOLWGHIUDXGHFLYLOHHWOD&RXUDUHMHWpO¶DSSHOGH+²&HGHUQLHUD
IRUPpXQSRXUYRL²3RXUYRLUHMHWp²5HTXrWHHQMXJHPHQWVRPPDLUHDPpOLRUHO¶DFFqVjODMXVWLFHHQ
WDQW TXH VROXWLRQ GH UHFKDQJH PRLQV FRWHXVH HW SOXV UDSLGH j XQ SURFqV IRUPHO HW OD QRXYHOOH 5 
GpFRXOHGHUHFRPPDQGDWLRQVYLVDQWjDPpOLRUHUO¶DFFqVjODMXVWLFH²1RXYHDX[SRXYRLUVHQPDWLqUHGH
UHFKHUFKH GHV IDLWV SUpYXV j OD 5  SHXYHQW rWUH H[HUFpV j PRLQV TX¶LO QH VRLW GDQV O¶LQWpUrW GH OD
MXVWLFHTX¶LOVQHVRLHQWH[HUFpVTXHGDQVOHFDGUHG¶XQSURFqV²/RUVTXHOHMXJHHVWHQPHVXUHGHWLUHU
OHVFRQFOXVLRQVGHIDLWQpFHVVDLUHVG¶DSSOLTXHUOHVUqJOHVGHGURLWDX[IDLWVHWG¶HQDUULYHUjXQUpVXOWDW
MXVWHHQD\DQWUHFRXUVjGHVPR\HQVSURSRUWLRQQpVSOXVH[SpGLWLIVHWPRLQVFRWHX[DORUVLOQ¶H[LVWHSDV
GH YpULWDEOH TXHVWLRQ OLWLJLHXVH QpFHVVLWDQW OD WHQXH G¶XQ SURFqV ² 'DQV OH FDGUH G¶XQH UHTXrWH HQ
MXJHPHQW VRPPDLUH LO Q¶HVW SDV QpFHVVDLUH TXH OD SUHXYH VRLW OD PrPH TXH FHOOH SUpVHQWpH ORUV G¶XQ
SURFqV PDLV HOOH GRLW rWUH WHOOH TXH OH MXJH SXLVVH UpVRXGUH pTXLWDEOHPHQW OH OLWLJH ² %LHQ TX¶XQH
UHTXrWHHQMXJHPHQWVRPPDLUHGRLWrWUHDFFXHLOOLHORUVTX¶LOQ¶H[LVWHSDVGHYpULWDEOHTXHVWLRQOLWLJLHXVH
QpFHVVLWDQWODWHQXHG¶XQSURFqVODGpFLVLRQG¶H[HUFHUOHSRXYRLUpODUJLHQPDWLqUHGHUHFKHUFKHGHVIDLWV
RX OH SRXYRLU G¶RUGRQQHU OD SUpVHQWDWLRQ GH WpPRLJQDJHV RUDX[ HVW GH QDWXUH GLVFUpWLRQQDLUH ² (Q
O¶HVSqFH OH MXJH VDLVL GH OD UHTXrWH Q¶D SDV FRPPLV G¶HUUHXU PDQLIHVWH HW GRPLQDQWH HQ H[HUoDQW OHV
SRXYRLUVSRXUDFFXHLOOLUODUHTXrWHHQMXJHPHQWVRPPDLUHpWDQWGRQQpTXHOHGRVVLHUpWDLWVXIILVDQWSRXU
SHUPHWWUHGHUHQGUHXQHGpFLVLRQMXVWH
,Q -XQH  PHPEHUV RI D JURXS RI $PHULFDQ LQYHVWRUV OHG E\ 0 PHW ZLWK WZR SULQFLSDOV RI
LQYHVWPHQWVFRPSDQLHVDQGD&DQDGLDQODZ\HUWRGLVFXVVDQLQYHVWPHQWRSSRUWXQLW\+ZDVWKHSULQFLSDO
RI7DFRPSDQ\ZKLFKWUDGHGLQERQGVDQGGHEWLQVWUXPHQWV&ZDVWKHSULQFLSDORI)D3DQDPDQLDQ
LQYHVWPHQWFRPSDQ\3ZDVWKHODZ\HUUHSUHVHQWLQJ+7DQG&7KH0JURXSZLUHG86PLOOLRQWR
WKHODZILUPZKLFKZDVSRROHGZLWKRWKHUIXQGVDQGWUDQVIHUUHGWR77WKHQIRUZDUGHGWKHSRROHGIXQGV
WRDQRIIVKRUHEDQNDQGWKHPRQH\WKHQGLVDSSHDUHG+FODLPHGWKDW7¶VIXQGVZHUHVWROHQ
7KH 0 JURXS MRLQHG DQRWKHU SODLQWLII LQ DQ DFWLRQ IRU FLYLO IUDXG DJDLQVW + 3 DQG WKH ODZ ILUP DQG
EURXJKWDPRWLRQIRUVXPPDU\MXGJPHQW7KHPRWLRQMXGJHKHOGWKDWDWULDOZDVQRWUHTXLUHGDJDLQVW+
7KHUHPDLQGHURIWKHPRWLRQZDVGLVPLVVHG+DSSHDOHGDQGWKLVZDVWKHILUVWRFFDVLRQRQZKLFKWKH
&RXUWRI$SSHDOFRQVLGHUHGWKHQHZ5RIWKH5XOHVRI&LYLO3URFHGXUHUHJDUGLQJVXPPDU\MXGJPHQW
7KH&RXUWRI$SSHDOVHWRXWDWKUHVKROGWHVWIRUZKHQDMXGJHFRXOGHPSOR\WKHQHZHYLGHQWLDU\SRZHUV
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XQGHU5  VWDWLQJWKDWWKH³LQWHUHVWRIMXVWLFH´UHTXLUHGWKDWWKHQHZSRZHUVEHH[HUFLVHGRQO\
DWWULDOXQOHVVDPRWLRQMXGJHFDQDFKLHYHWKH³IXOODSSUHFLDWLRQ´RIWKHHYLGHQFHDQGLVVXHVUHTXLUHGWR
PDNHGLVSRVLWLYHILQGLQJV7KH&RXUWIRXQGWKDWJLYHQWKHIDFWXDOFRPSOH[LW\DQGYROXPLQRXVUHFRUG
WKHDFWLRQZDVWKHW\SHIRUZKLFKDWULDOZRXOGJHQHUDOO\EHUHTXLUHGKRZHYHUWKHUHFRUGVXSSRUWHGWKH
ILQGLQJWKDW+KDGFRPPLWWHGWKHWRUWRIFLYLOIUDXGDQGGLVPLVVHG+¶VDSSHDO+DSSHDOHG
+HOG7KHDSSHDOZDVGLVPLVVHG
3HU .DUDNDWVDQLV - 0F/DFKOLQ &-& /H%HO $EHOOD 5RWKVWHLQ &URPZHOO :DJQHU -- FRQFXUULQJ 
5XOHZDVDPHQGHGLQIROORZLQJUHFRPPHQGDWLRQVFRQFHUQLQJLPSURYLQJDFFHVVWRMXVWLFH7KH
UHIRUPVFUHDWHDOHJLWLPDWHDOWHUQDWLYHWRWULDOVDVDPHDQVIRUDGMXGLFDWLQJDQGUHVROYLQJOHJDOGLVSXWHV
7KH DPHQGPHQWV FKDQJHG WKH WHVW IRU VXPPDU\ MXGJPHQW IURP DVNLQJ ZKHWKHU D FDVH SUHVHQWV ³D
JHQXLQHLVVXHIRUWULDO´WRDVNLQJZKHWKHUWKHUHLVD³JHQXLQHLVVXHUHTXLULQJDWULDO´GHPRQVWUDWLQJWKDW
DWULDOLVQRWWKHGHIDXOWSURFHGXUH7KHQHZSRZHUVLQWKH5XOHSHUPLWPRWLRQMXGJHVWRZHLJKHYLGHQFH
HYDOXDWHFUHGLELOLW\DQGGUDZUHDVRQDEOHLQIHUHQFHVDVZHOODVFDOORUDOHYLGHQFH
7KH &RXUW RI $SSHDO VXJJHVWHG WKDW VXPPDU\ MXGJPHQW ZRXOG EH PRVW DSSURSULDWH ZKHQ FDVHV ZHUH
GRFXPHQWGULYHQZLWKIHZZLWQHVVHVDQGOLPLWHGFRQWHQWLRXVIDFWXDOLVVXHVRUZKHUHWKHUHFRUGFRXOG
EH VXSSOHPHQWHG E\ RUDO HYLGHQFH RQ GLVFUHWH SRLQWV +RZHYHU WKLV LV QRW D VWULFW UXOH 7KHUH LV QR
JHQXLQHLVVXHUHTXLULQJDWULDOZKHQDMXGJHFDQPDNHQHFHVVDU\ILQGLQJVRIIDFWDSSO\WKHODZWRWKH
IDFWVDQGDFKLHYHDMXVWUHVXOWLQSURSRUWLRQDWHH[SHGLWLRXVDQGOHVVH[SHQVLYHPHDQV
7KHHYLGHQFHRQDVXPPDU\MXGJPHQWPRWLRQPXVWEHVXFKWKDWWKHMXGJHFDQIDLUO\UHVROYHWKHGLVSXWH
DQG WKH SRZHUV LQ 5    DQG    SURYLGH WKH PRWLRQ MXGJH ZLWK D YDOLG PDQQHU RI IDFW
ILQGLQJ 7KH JXLGHOLQHV VXJJHVWHG E\ WKH &RXUW RI $SSHDO IRU FDOOLQJ RUDO HYLGHQFH FRQFHUQLQJ VPDOO
QXPEHU RI ZLWQHVVHV WKH LVVXH KDYLQJ VLJQLILFDQW LPSDFW DQG WKH LVVXH EHLQJ QDUURZ DQG GLVFUHWH DUH
XVHIXOKRZHYHUWKHVHDUHQRWDEVROXWHUXOHV7KHSRZHUWRFDOORUDOHYLGHQFHVKRXOGEHHPSOR\HGZKHQ
LWDOORZVWKHMXGJHWRUHDFKDIDLUDQGMXVWDGMXGLFDWLRQDQGLWLVWKHSURSRUWLRQDWHFRXUVHRIDFWLRQ
7KHILUVWVWHSRQDPRWLRQIRUVXPPDU\MXGJPHQWXQGHU5LVDGHWHUPLQDWLRQRIZKHWKHUWKHUHLVD
JHQXLQHLVVXHUHTXLULQJWULDOEDVHGRQWKHHYLGHQFHZLWKRXWXVLQJWKHQHZIDFWILQGLQJSRZHUV,IWKHUH
DSSHDUVWREHDJHQXLQHLVVXHUHTXLULQJWULDOWKHMXGJHVKRXOGWKHQGHWHUPLQHLIWKHQHHGIRUDWULDOFDQ
EH DYRLGHG E\ XVLQJ WKH QHZ SRZHUV XQGHU 5    DQG    7KHVH SRZHUV FDQ EH XVHG
SURYLGHGWKDWWKHLUXVHLVQRWDJDLQVWWKHLQWHUHVWRIMXVWLFH7KHSRZHUVDUHSUHVXPSWLYHO\DYDLODEOHDQG
WKHGHFLVLRQWRXVHWKHIDFWILQGLQJSRZHUVRUWRFDOORUDOHYLGHQFHLVGLVFUHWLRQDU\
7KHDFWLRQXQGHUO\LQJWKLVPRWLRQIRUVXPPDU\MXGJPHQWZDVIRUFLYLOIUDXGZKLFKKDVIRXUHOHPHQWV
)LUVW D IDOVH UHSUHVHQWDWLRQ 6HFRQG VRPH OHYHO RI NQRZOHGJH RI WKH IDOVHKRRG RI WKH UHSUHVHQWDWLRQ
ZKHWKHU WKURXJK NQRZOHGJH RU UHFNOHVVQHVV 7KLUG WKH IDOVH UHSUHVHQWDWLRQ FDXVHG WKH SODLQWLII WR DFW
$QGILQDOO\WKHSODLQWLII¶VDFWLRQVUHVXOWHGLQDORVV7KH&RXUWRI$SSHDODJUHHGZLWKWKHPRWLRQMXGJH
WKDWWKH0JURXSZDVLQGXFHGWRLQYHVWZLWK+GXHWRZKDW+VDLGDWWKHLUPHHWLQJLQ7KHPRWLRQ
MXGJHDOVRIRXQGWKHUHTXLVLWHNQRZOHGJHRUUHFNOHVVQHVVDVWRWKHIDOVHKRRGRIWKHUHSUHVHQWDWLRQDQG
UHMHFWHGWKHGHIHQFHWKDWWKHIXQGVZHUHVWROHQ7KHUHZDVDOVRLQWHQWLRQWKDWWKH0JURXSZRXOGDFWRQ
+¶V IDOVH UHSUHVHQWDWLRQV DQG FOHDUO\ WKHUH ZDV ORVV E\ WKH 0 JURXS 7KH PRWLRQ MXGJH SURSHUO\
FRQFOXGHG WKHUH ZDV QR LVVXH UHTXLULQJ D WULDO DQG PDGH QR SDOSDEOH DQG RYHUULGLQJ HUURU LQ JUDQWLQJ
VXPPDU\ MXGJPHQW 7KH PRWLRQ MXGJH GLG QRW HUU LQ H[HUFLVLQJ KLV IDFWILQGLQJ SRZHUV XQGHU 5
  DVWKHUHFRUGZDVVXIILFLHQWWRPDNHDIDLUDQGMXVWGHWHUPLQDWLRQ
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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(QMXLQOHVPHPEUHVG¶XQJURXSHG¶LQYHVWLVVHXUVGLULJpVSDU0RQWUHQFRQWUpGHX[GLULJHDQWVGH
VRFLpWpV GH SODFHPHQW GH PrPH TX¶XQ DYRFDW FDQDGLHQ GDQV OH EXW GH GLVFXWHU G¶XQH SRVVLELOLWp
G¶LQYHVWLVVHPHQW + pWDLW OH GLULJHDQW GH 7 XQH VRFLpWp TXL IDLVDLW OH FRPPHUFH GHV REOLJDWLRQV HW GHV
WLWUHVGHFUpDQFH&pWDLWOHGLULJHDQWGH)XQHVRFLpWpGHSODFHPHQWSDQDPpHQQH3pWDLWO¶DYRFDWGH+7
HW & /H JURXSH 0 D WUDQVIpUp  PLOOLRQ 86 DX FDELQHW G¶DYRFDWV R FHWWH VRPPH D pWp PLVH HQ
FRPPXQ DYHF G¶DXWUHV IRQGV SXLV WUDQVIpUpH j 7 7 D DORUV YLUp OHV IRQGV j XQH EDQTXH pWUDQJqUH HW
O¶DUJHQWDGLVSDUX6HORQ+OHVIRQGVGH7RQWpWpGpUREpV
/HJURXSH0V¶HVWMRLQWjXQDXWUHGHPDQGHXUHQYXHG¶LQWHQWHUXQHDFWLRQSRXUIUDXGHFLYLOHFRQWUH+3
HWOHFDELQHWG¶DYRFDWVHWLOVRQWSUpVHQWpGHVUHTXrWHVHQMXJHPHQWVRPPDLUH/HMXJHVDLVLGHODUHTXrWH
D HVWLPp TX¶LO Q¶pWDLW SDV QpFHVVDLUH GH WHQLU XQ SURFqV FRQWUH + /HV DXWUHV SRLQWV VRXOHYpV GDQV OD
UHTXrWH RQW pWp UHMHWpV + D LQWHUMHWp DSSHO HW LO V¶DJLVVDLW GH OD SUHPLqUH IRLV TXH OD &RXU G¶DSSHO
DSSOLTXDLWODQRXYHOOH5GHV5qJOHVGHSURFpGXUHFLYLOHjXQMXJHPHQWVRPPDLUH/D&RXUG¶DSSHOD
pQRQFp XQ FULWqUH SUpOLPLQDLUH SRXU GpWHUPLQHU GDQV TXHOOHV FLUFRQVWDQFHV XQ MXJH SHXW H[HUFHU OHV
QRXYHDX[SRXYRLUVHQPDWLqUHGHSUHXYHSUpYXVjOD5  GHV5qJOHVDIILUPDQWTXH©O¶LQWpUrW
GHODMXVWLFHªH[LJHDLWTXHOHVQRXYHDX[SRXYRLUVQHVRLHQWH[HUFpVTXHORUVG¶XQSURFqVVDXIVLXQMXJH
VDLVLG¶XQHUHTXrWHSHXWSURFpGHUjOD©SOHLQHDSSUpFLDWLRQªGHODSUHXYHHWGHVTXHVWLRQVHQOLWLJHTXL
V¶LPSRVHSRXUWLUHUGHVFRQFOXVLRQVGpFLVLYHV/D&RXUDFRQFOXTXHO¶DFWLRQpWDLWGXW\SHGHFHOOHVTXL
QpFHVVLWHQWJpQpUDOHPHQWODWHQXHG¶XQSURFqVFRPSWHWHQXGHODFRPSOH[LWpGHVIDLWVHQFDXVHHWGHVRQ
GRVVLHUYROXPLQHX[7RXWHIRLVOHGRVVLHUpWD\DLWODFRQFOXVLRQVHORQODTXHOOH+DYDLWFRPPLVOHGpOLWGH
IUDXGHFLYLOHHWOD&RXUDUHMHWpO¶DSSHOGH+&HGHUQLHUDIRUPpXQSRXUYRL
$UUrW/HSRXUYRLDpWpUHMHWp
.DUDNDWVDQLV- 0F/DFKOLQ-&&/H%HO$EHOOD5RWKVWHLQ&URPZHOO:DJQHU--VRXVFULYDQWjVRQ
RSLQLRQ /D5DpWpPRGLILpHHQjODVXLWHGHUHFRPPDQGDWLRQVYLVDQWjDPpOLRUHUO¶DFFqVjOD
MXVWLFH/HVUpIRUPHVRQWFUppXQHVROXWLRQGHUHFKDQJHOpJLWLPHSRXUWUDQFKHUHWUpJOHUOHVOLWLJHVG¶RUGUH
MXULGLTXH/HVPRGLILFDWLRQVRQWHXSRXUHIIHWGHPRGLILHUOHFULWqUHDSSOLFDEOHDX[MXJHPHQWVVRPPDLUHV
HQ UHPSODoDQW OD TXHVWLRQ GH VDYRLU VL OD FDXVH QH © VRXOqYH SDV GH TXHVWLRQ OLWLJLHXVH ª SDU FHOOH GH
VDYRLU VL OD FDXVH VRXOqYH XQH © YpULWDEOH TXHVWLRQ OLWLJLHXVH QpFHVVLWDQW OD WHQXH G¶XQH LQVWUXFWLRQ ª
GpPRQWUDQWTXHODWHQXHG¶XQSURFqVQHFRQVWLWXHSDVODSURFpGXUHSDUGpIDXW/HVQRXYHDX[SRXYRLUV
SUpYXVDX[5qJOHVSHUPHWWHQWDXMXJHVDLVLG¶XQHUHTXrWHG¶DSSUpFLHUODSUHXYHG¶pYDOXHUODFUpGLELOLWp
HWGHWLUHUGHVFRQFOXVLRQVUDLVRQQDEOHVHWG¶RUGRQQHUODSUpVHQWDWLRQGHWpPRLJQDJHVRUDX[
/D&RXUG¶DSSHODODLVVpHQWHQGUHTX¶LOHVWOHSOXVVRXYHQWLQGLTXpGHUHQGUHXQMXJHPHQWVRPPDLUHGDQV
GHVDIIDLUHVROHVGRFXPHQWVRFFXSHQWXQHSODFHSUpSRQGpUDQWHRLO\DSHXGHWpPRLQVHWGHTXHVWLRQV
GH IDLW OLWLJLHXVHV RX HQFRUH GHV DIIDLUHV GDQV OHVTXHOOHV LO HVW SRVVLEOH GH FRPSOpWHU OH GRVVLHU HQ
SUpVHQWDQWGHVWpPRLJQDJHVRUDX[VXUGHVSRLQWVGLVWLQFWV7RXWHIRLVLOQHV¶DJLWSDVG¶XQHUqJOHVWULFWH
,O Q¶H[LVWH SDV GH YpULWDEOH TXHVWLRQ OLWLJLHXVH QpFHVVLWDQW OD WHQXH G¶XQ SURFqV ORUVTXH OH MXJH HVW HQ
PHVXUHGHWLUHUOHVFRQFOXVLRQVGHIDLWQpFHVVDLUHVG¶DSSOLTXHUOHVUqJOHVGHGURLWDX[IDLWVHWG¶DUULYHUj
XQUpVXOWDWMXVWHGHPDQLqUHSURSRUWLRQQpHSOXVH[SpGLWLYHHWPRLQVFRWHXVH
/DSUHXYHGDQVOHFDGUHG¶XQHUHTXrWHHQMXJHPHQWVRPPDLUHGRLWrWUHWHOOHTXHOHMXJHVRLWFRQILDQWGH
SRXYRLU UpVRXGUH pTXLWDEOHPHQW OH OLWLJH HW O¶H[HUFLFH GHV SRXYRLUV SUpYXV j OD 5    HW
  GHV5qJOHVSHUPHWDXMXJHVDLVLGHODUHTXrWHGHSURFpGHUjXQHUHFKHUFKHGHVIDLWVYDODEOH
%LHQTXHOHVLQGLFDWLRQVVXJJpUpHVSDUOD&RXUG¶DSSHOORUVTX¶LOHVWSRVVLEOHG¶HQWHQGUHOHVWpPRLJQDJHV
RUDX[ G¶XQ QRPEUH UHVWUHLQW GH WpPRLQV ORUVTXH OD TXHVWLRQ VRXOHYpH D XQH LQFLGHQFH LPSRUWDQWH HW
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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ORUVTXHFHWWHTXHVWLRQHVWSUpFLVHHWGLVWLQFWHVRLHQWXWLOHVFHVUqJOHVQHVRQWSDVDEVROXHV/HSRXYRLU
G¶RUGRQQHUGHV WpPRLJQDJHV RUDX[GHYUDLWrWUHH[HUFpORUVTX¶LOSHUPHWDXMXJHGHUHQGUHXQH GpFLVLRQ
MXVWHHWpTXLWDEOHVXUOHIRQGHWTXHVRQH[HUFLFHFRQVWLWXHODPDUFKHjVXLYUHSURSRUWLRQQpH
/DSUHPLqUHpWDSHjVXLYUHGDQVOHFDGUHG¶XQHUHTXrWHHQMXJHPHQWVRPPDLUHHQYHUWXGHOD5HVW
GH GpFLGHU VDQV UHFRXULU DX[ QRXYHDX[ SRXYRLUV HQ PDWLqUH GH UHFKHUFKH GHV IDLWV V¶LO H[LVWH XQH
YpULWDEOHTXHVWLRQOLWLJLHXVHQpFHVVLWDQWODWHQXHG¶XQSURFqV6¶LOVHPEOH\DYRLUXQHYpULWDEOHTXHVWLRQ
QpFHVVLWDQW OD WHQXH G¶XQ SURFqV OH MXJH GHYUDLW DORUV GpWHUPLQHU VL O¶H[HUFLFH GHV QRXYHDX[ SRXYRLUV
SUpYXV j OD 5    HW   GHV 5qJOHV SHUPHWWUD G¶pYLWHU OD WHQXH G¶XQ SURFqV /H MXJH SHXW
H[HUFHUFHVSRXYRLUVjVRQJUpSRXUYXTXHOHXUH[HUFLFHQHVRLWSDVFRQWUDLUHjO¶LQWpUrWGHODMXVWLFH&HV
SRXYRLUVVRQWSUpVXPpVrWUHGLVSRQLEOHVHWODGpFLVLRQG¶H[HUFHUOHVSRXYRLUVHQPDWLqUHGHUHFKHUFKH
GHVIDLWVRXG¶RUGRQQHUGHVWpPRLJQDJHVRUDX[HVWGLVFUpWLRQQDLUH
&¶pWDLWXQHDFWLRQSRXUIUDXGHFLYLOHTXLpWDLWjO¶RULJLQHGHODSUpVHQWHUHTXrWHHQMXJHPHQWVRPPDLUH
/D IUDXGH FLYLOH FRPSRUWH TXDWUH pOpPHQWV  SUHPLqUHPHQW XQH IDXVVH GpFODUDWLRQ GX GpIHQGHXU
GHX[LqPHPHQW XQH FHUWDLQH FRQQDLVVDQFH GH OD IDXVVHWp GH OD GpFODUDWLRQ GH OD SDUW GX GpIHQGHXU
FRQQDLVVDQFHRXLQVRXFLDQFH WURLVLqPHPHQWOHIDLWTXHODIDXVVHGpFODUDWLRQDDPHQpOHGHPDQGHXUj
DJLU HW TXDWULqPHPHQW OH IDLW TXH OHV DFWHV GX GHPDQGHXU RQW HQWUDvQp XQH SHUWH /D &RXU G¶DSSHO
SDUWDJHDLWO¶DYLVGXMXJHVDLVLGHODUHTXrWHTXHOHJURXSH0DYDLWpWpDPHQpjLQYHVWLUDYHF+HQUDLVRQ
GHV SURSRV WHQXV SDU + ORUV GH OD UpXQLRQ GH  /H MXJH VDLVL GH OD UHTXrWH D pJDOHPHQW FRQFOX j
O¶H[LVWHQFHGHODFRQQDLVVDQFHRXGHO¶LQVRXFLDQFHUHTXLVHTXDQWjODIDXVVHWpGHODGpFODUDWLRQHWDUHMHWp
ODWKqVHLQYRTXpHHQGpIHQVHVHORQODTXHOOHOHVIRQGVDYDLHQWpWpGpUREpV,O\DYDLWpJDOHPHQWO¶LQWHQWLRQ
GH+TXHVHVIDXVVHVGpFODUDWLRQVLQFLWHQWOHJURXSH0jDJLUHWPDQLIHVWHPHQWOHJURXSH0DVXELXQH
SHUWH /H MXJH VDLVL GH OD UHTXrWH D HX UDLVRQ GH FRQFOXUH TX¶LO Q¶\ DYDLW SDV GH TXHVWLRQ OLWLJLHXVH
QpFHVVLWDQW OD WHQXH G¶XQ SURFqV HW Q¶D SDV FRPPLV G¶HUUHXU PDQLIHVWH HW GRPLQDQWH HQ UHQGDQW XQ
MXJHPHQW VRPPDLUH /H MXJH VDLVL GH OD UHTXrWH Q¶D SDV FRPPLV G¶HUUHXU HQ H[HUoDQW OHV SRXYRLUV HQ
PDWLqUH GH UHFKHUFKH GHV IDLWV TXH OXL FRQIqUH OD 5    GHV 5qJOHV pWDQW GRQQp TXH OH GRVVLHU
pWDLWVXIILVDQWSRXUSHUPHWWUHGHUHQGUHXQHGpFLVLRQMXVWHHWpTXLWDEOH
$33($/ E\ GHIHQGDQW IURP MXGJPHQW UHSRUWHG DW Combined Air Mechanical Services Inc. v. Flesch
 535 WK &3& WK 21&$&DUVZHOO2QW&/5
WK '/5 WK 25 G 2$&&&(/ G %/5 WK 
2QW&$ DIILUPLQJPRWLRQMXGJH¶VGHFLVLRQWRJUDQWVXPPDU\MXGJPHQWLQIDYRXURISODLQWLII
328592, IRUPp SDU OH GpIHQGHXU j O¶HQFRQWUH G¶XQ MXJHPHQW SXEOLp j Combined Air Mechanical
Services Inc. v. Flesch    535 WK    &3& WK    21&$  
&DUVZHOO2QW   &/5 WK    '/5 WK    25 G    2$&  
&&(/ G    %/5 WK   2QW &$  D\DQW FRQILUPp OD GpFLVLRQ GX MXJH GHV UHTXrWHV GH
UHQGUHXQMXJHPHQWVRPPDLUHHQIDYHXUGXGHPDQGHXU

Karakatsanis J. 0F/DFKOLQ&-&/H%HO$EHOOD5RWKVWHLQ&URPZHOO:DJQHU--FRQFXUULQJ 

 (QVXULQJDFFHVVWRMXVWLFHLVWKHJUHDWHVWFKDOOHQJHWRWKHUXOHRIODZLQ&DQDGDWRGD\7ULDOVKDYH
EHFRPH LQFUHDVLQJO\ H[SHQVLYH DQG SURWUDFWHG 0RVW &DQDGLDQV FDQQRW DIIRUG WR VXH ZKHQ WKH\ DUH
ZURQJHGRUGHIHQGWKHPVHOYHVZKHQWKH\DUHVXHGDQGFDQQRWDIIRUGWRJRWRWULDO:LWKRXWDQHIIHFWLYH
DQGDFFHVVLEOHPHDQVRIHQIRUFLQJULJKWVWKHUXOHRIODZLVWKUHDWHQHG:LWKRXWSXEOLFDGMXGLFDWLRQRI
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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FLYLOFDVHVWKHGHYHORSPHQWRIWKHFRPPRQODZLVVWXQWHG

 ,QFUHDVLQJO\WKHUHLVUHFRJQLWLRQWKDWDFXOWXUHVKLIWLVUHTXLUHGLQRUGHUWRFUHDWHDQHQYLURQPHQW
SURPRWLQJWLPHO\DQGDIIRUGDEOHDFFHVVWRWKHFLYLOMXVWLFHV\VWHP7KLVVKLIWHQWDLOVVLPSOLI\LQJSUHWULDO
SURFHGXUHV DQG PRYLQJ WKH HPSKDVLV DZD\ IURP WKH FRQYHQWLRQDO WULDO LQ IDYRXU RI SURSRUWLRQDO
SURFHGXUHVWDLORUHGWRWKHQHHGVRIWKHSDUWLFXODUFDVH7KHEDODQFHEHWZHHQSURFHGXUHDQGDFFHVVVWUXFN
E\RXUMXVWLFHV\VWHPPXVWFRPHWRUHIOHFWPRGHUQUHDOLW\DQGUHFRJQL]HWKDWQHZPRGHOVRIDGMXGLFDWLRQ
FDQEHIDLUDQGMXVW

 6XPPDU\ MXGJPHQW PRWLRQV SURYLGH RQH VXFK RSSRUWXQLW\ )ROORZLQJ WKH Civil Justice Reform
Project: Summary of Findings and Recommendations   WKH 2VERUQH 5HSRUW  2QWDULR DPHQGHG
WKH Rules of Civil Procedure 552  5HJ  Ontario Rules RU 5XOHV  WR LQFUHDVH DFFHVV WR
MXVWLFH7KLVDSSHDODQGLWVFRPSDQLRQCombined Air Mechanical Services Inc. v. Flesch6&&
6&& DGGUHVVWKHSURSHULQWHUSUHWDWLRQRIWKHDPHQGHG5XOH VXPPDU\MXGJPHQWPRWLRQ 

 ,Q LQWHUSUHWLQJ WKHVH SURYLVLRQV WKH 2QWDULR &RXUW RI $SSHDO SODFHG WRR KLJK D SUHPLXP RQ WKH
³IXOODSSUHFLDWLRQ´RIHYLGHQFHWKDWFDQEHJDLQHGDWDFRQYHQWLRQDOWULDOJLYHQWKDWVXFKDWULDOLVQRWD
UHDOLVWLFDOWHUQDWLYHIRUPRVWOLWLJDQWV,QP\YLHZDWULDOLVQRWUHTXLUHGLIDVXPPDU\MXGJPHQWPRWLRQ
FDQ DFKLHYH D IDLU DQG MXVW DGMXGLFDWLRQ LI LW SURYLGHV D SURFHVV WKDW DOORZV WKH MXGJH WR PDNH WKH
QHFHVVDU\ILQGLQJVRIIDFWDSSO\WKHODZWRWKRVHIDFWVDQGLVDSURSRUWLRQDWHPRUHH[SHGLWLRXVDQGOHVV
H[SHQVLYHPHDQVWRDFKLHYHDMXVWUHVXOWWKDQJRLQJWRWULDO

 7R WKDW HQG , FRQFOXGH WKDW VXPPDU\ MXGJPHQW UXOHV PXVW EH LQWHUSUHWHG EURDGO\ IDYRXULQJ
SURSRUWLRQDOLW\DQGIDLUDFFHVVWRWKHDIIRUGDEOHWLPHO\DQGMXVWDGMXGLFDWLRQRIFODLPV

 $VWKH&RXUWRI$SSHDOREVHUYHGWKHLQDSSURSULDWHXVHRIVXPPDU\MXGJPHQWPRWLRQVFUHDWHVLWV
RZQFRVWVDQGGHOD\V+RZHYHUMXGJHVFDQPLWLJDWHVXFKULVNVE\PDNLQJXVHRIWKHLUSRZHUVWRPDQDJH
DQGIRFXVWKHSURFHVVDQGZKHUHSRVVLEOHUHPDLQVHL]HGRIWKHSURFHHGLQJV

 :KLOH , GLIIHU LQ SDUW RQ WKH LQWHUSUHWDWLRQ RI 5XOH  , DJUHH ZLWK WKH &RXUW RI $SSHDO¶V
GLVSRVLWLRQRIWKHPDWWHUDQGZRXOGGLVPLVVWKHDSSHDO

,)DFWV

 0RUHWKDQDGHFDGHDJRDJURXSRI$PHULFDQLQYHVWRUVOHGE\)UHG0DXOGLQ WKH0DXOGLQ*URXS 
SODFHG WKHLU PRQH\ LQ WKH KDQGV RI &DQDGLDQ ³WUDGHUV´ 5REHUW +U\QLDN ZDV WKH SULQFLSDO RI WKH
FRPSDQ\ 7URSRV &DSLWDO ZKLFK WUDGHG LQ ERQGV DQG GHEW LQVWUXPHQWV *UHJRU\ 3HHEOHV LV D
FRUSRUDWHFRPPHUFLDOODZ\HU IRUPHUO\RI&DVVHOV%URFN %ODFNZHOO ZKRDFWHGIRU+U\QLDN7URSRV
DQG5REHUW&UDQVWRQIRUPHUO\DSULQFLSDORID3DQDPDQLDQFRPSDQ\)URQWOLQH,QYHVWPHQWV,QF

 ,Q -XQH  WZR PHPEHUV RI WKH 0DXOGLQ *URXS PHW ZLWK &UDQVWRQ 3HHEOHV DQG +U\QLDN WR
GLVFXVVDQLQYHVWPHQWRSSRUWXQLW\

 $WWKHHQGRI-XQHWKH0DXOGLQ*URXSZLUHG86PLOOLRQWR&DVVHOV%URFNZKLFKZDV
SRROHG ZLWK RWKHU IXQGV DQG WUDQVIHUUHG WR 7URSRV $ IHZ PRQWKV ODWHU 7URSRV IRUZDUGHG PRUH WKDQ
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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86 PLOOLRQ WR DQ RIIVKRUH EDQN DQG WKH PRQH\ GLVDSSHDUHG +U\QLDN FODLPV WKDW DW WKLV SRLQW
7URSRV¶VIXQGVLQFOXGLQJWKHIXQGVFRQWULEXWHGE\WKH0DXOGLQ*URXSZHUHVWROHQ

 %H\RQGDVPDOOSD\PHQWRI86LQ)HEUXDU\WKH0DXOGLQ*URXSORVWLWVLQYHVWPHQW

,,-XGLFLDO+LVWRU\

A. Ontario Superior Court of Justice, 2010 ONSC 5490 (Ont. S.C.J.)

 7KH 0DXOGLQ *URXS MRLQHG ZLWK %UXQR $SSOLDQFH DQG )XUQLWXUH ,QF WKH DSSHOODQWV LQ WKH
FRPSDQLRQ DSSHDO  LQ DQ DFWLRQ IRU FLYLO IUDXG DJDLQVW +U\QLDN 3HHEOHV DQG &DVVHOV %URFN 7KH\
EURXJKWPRWLRQVIRUVXPPDU\MXGJPHQWZKLFKZHUHKHDUGWRJHWKHU

 ,Q KHDULQJ WKH PRWLRQV WKH MXGJH XVHG KLV SRZHUV XQGHU WKH QHZ 5XOH    WR ZHLJK WKH
HYLGHQFH HYDOXDWH FUHGLELOLW\ DQG GUDZ LQIHUHQFHV +H IRXQG WKDW WKH 0DXOGLQ *URXS¶V PRQH\ ZDV
GLVEXUVHG E\ &DVVHOV %URFN WR +U\QLDN¶VFRPSDQ\7URSRVEXWWKDWWKHUHZDVQR HYLGHQFHWRVXJJHVW
WKDW 7URSRV KDG HYHU VHW XS D WUDGLQJ SURJUDP &RQWUDU\ WR WKH LQYHVWPHQW VWUDWHJ\ WKDW +U\QLDN KDG
GHVFULEHGWRWKHLQYHVWRUVWKH0DXOGLQ*URXS¶VPRQH\ZDVSODFHGLQDQDFFRXQWZLWKWKHRIIVKRUH1HZ
6DYLQJV %DQN DQG WKHQ GLVDSSHDUHG +H UHMHFWHG +U\QLDN¶V FODLP WKDW PHPEHUV RI WKH 1HZ 6DYLQJV
%DQNKDGVWROHQWKH0DXOGLQ*URXS¶VPRQH\

 7KHPRWLRQMXGJHFRQFOXGHGWKDWDWULDOZDVQRWUHTXLUHGDJDLQVW+U\QLDN+RZHYHUKHGLVPLVVHG
WKH0DXOGLQ*URXS¶VPRWLRQIRUVXPPDU\MXGJPHQWDJDLQVW3HHEOHVEHFDXVHWKDWFODLPLQYROYHGIDFWXDO
LVVXHVSDUWLFXODUO\ZLWKUHVSHFWWR3HHEOHV¶FUHGLELOLW\DQGLQYROYHPHQWLQDNH\PHHWLQJZKLFKUHTXLUHG
D WULDO &RQVHTXHQWO\ KH DOVR GLVPLVVHG WKH PRWLRQ IRU VXPPDU\ MXGJPHQW DJDLQVW &DVVHOV %URFN DV
WKRVHFODLPVZHUHEDVHGRQWKHWKHRU\WKDWWKHILUPZDVYLFDULRXVO\OLDEOHIRU3HHEOHV¶FRQGXFW

B. Court of Appeal for Ontario, 2011 ONCA 764, 108 O.R. (3d) 1 (Ont. C.A.)

 7KH&RXUWRI$SSHDOVLPXOWDQHRXVO\KHDUG+U\QLDN¶VDSSHDORIWKLVPDWWHUWKHFRPSDQLRQBruno
ApplianceDSSHDODQGWKUHHRWKHUPDWWHUVZKLFKDUHQRWEHIRUHWKLV&RXUW7KLVZDVWKHILUVWRFFDVLRQRQ
ZKLFKWKH&RXUWRI$SSHDOFRQVLGHUHGWKHQHZ5XOH

 7KH &RXUW RI $SSHDO VHW RXW D WKUHVKROG WHVW IRU ZKHQ D PRWLRQ MXGJH FRXOG HPSOR\ WKH QHZ
HYLGHQWLDU\SRZHUVDYDLODEOHXQGHU5XOH  WRJUDQWVXPPDU\MXGJPHQWXQGHU5XOH  D 
8QGHUWKLVWHVWWKH³LQWHUHVWRIMXVWLFH´UHTXLUHVWKDWWKHQHZSRZHUVEHH[HUFLVHGRQO\DWWULDOXQOHVVD
PRWLRQMXGJHFDQDFKLHYHWKH³IXOODSSUHFLDWLRQ´RIWKHHYLGHQFHDQGLVVXHVUHTXLUHGWRPDNHGLVSRVLWLYH
ILQGLQJVRQDPRWLRQIRUVXPPDU\MXGJPHQW7KHPRWLRQMXGJHVKRXOGDVVHVVZKHWKHUWKHEHQHILWVRIWKH
WULDOSURFHVVLQFOXGLQJWKHRSSRUWXQLW\WRKHDUDQGREVHUYHZLWQHVVHVWRKDYHWKHHYLGHQFHSUHVHQWHGE\
ZD\ RI D WULDO QDUUDWLYH DQG WR H[SHULHQFH WKH IDFWILQGLQJ SURFHVV ILUVWKDQG DUH QHFHVVDU\ WR IXOO\
DSSUHFLDWHWKHHYLGHQFHLQWKHFDVH

 7KH&RXUWRI$SSHDOVXJJHVWHGWKDWFDVHVUHTXLULQJPXOWLSOHIDFWXDOILQGLQJVEDVHGRQFRQIOLFWLQJ
HYLGHQFH IURP D QXPEHU RI ZLWQHVVHV DQG LQYROYLQJ DQ H[WHQVLYH UHFRUG DUH JHQHUDOO\ QRW ILW IRU
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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GHWHUPLQDWLRQLQWKLVPDQQHU&RQYHUVHO\FDVHVGULYHQE\GRFXPHQWVZLWKIHZZLWQHVVHVDQGOLPLWHG
FRQWHQWLRXVIDFWXDOLVVXHVDUHDSSURSULDWHFDQGLGDWHVIRUVXPPDU\MXGJPHQW

 7KH&RXUWRI$SSHDODGYLVHGPRWLRQMXGJHVWRPDNHXVHRIWKHSRZHUWRKHDURUDOHYLGHQFHXQGHU
5XOH    WR KHDU RQO\ IURP D OLPLWHG QXPEHU RI ZLWQHVVHV RQ GLVFUHWH LVVXHV WKDW DUH
GHWHUPLQDWLYHRIWKHFDVH

 7KH &RXUW RI $SSHDO FRQFOXGHG WKDW JLYHQ LWV IDFWXDO FRPSOH[LW\ DQG YROXPLQRXV UHFRUG WKH
0DXOGLQ *URXS¶V DFWLRQ ZDV WKH W\SH RI DFWLRQ IRU ZKLFK D WULDO LV JHQHUDOO\ UHTXLUHG 7KHUH ZHUH
QXPHURXVZLWQHVVHVYDULRXVWKHRULHVRIOLDELOLW\DJDLQVWPXOWLSOHGHIHQGDQWVVHULRXVFUHGLELOLW\LVVXHV
DQG DQ DEVHQFH RI UHOLDEOH GRFXPHQWDU\ HYLGHQFH 0RUHRYHU VLQFH +U\QLDN DQG 3HHEOHV KDG
FURVVFODLPHGDJDLQVWHDFKRWKHUDQGDWULDOZRXOGQRQHWKHOHVVEHUHTXLUHGDJDLQVWWKHRWKHUGHIHQGDQWV
VXPPDU\ MXGJPHQW ZRXOG QRW VHUYH WKH YDOXHV RI EHWWHU DFFHVV WR MXVWLFH SURSRUWLRQDOLW\ DQG FRVW
VDYLQJV

 'HVSLWH FRQFOXGLQJ WKDW WKLV FDVH ZDV QRW DQ DSSURSULDWH FDQGLGDWH IRU VXPPDU\ MXGJPHQW WKH
&RXUWRI$SSHDOZDVVDWLVILHGWKDWWKHUHFRUGVXSSRUWHGWKHILQGLQJWKDW+U\QLDNKDGFRPPLWWHGWKHWRUW
RIFLYLOIUDXGDJDLQVWWKH0DXOGLQ*URXSDQGWKHUHIRUHGLVPLVVHG+U\QLDN¶VDSSHDO

,,,2XWOLQH

 ,Q GHWHUPLQLQJ WKH JHQHUDO SULQFLSOHV WR EH IROORZHG ZLWK UHVSHFW WR VXPPDU\ MXGJPHQW , ZLOO
EHJLQZLWKWKHYDOXHVXQGHUO\LQJWLPHO\DIIRUGDEOHDQGIDLUDFFHVVWRMXVWLFH1H[W,ZLOOWXUQWRWKHUROH
RI VXPPDU\ MXGJPHQW PRWLRQV JHQHUDOO\ DQG WKH LQWHUSUHWDWLRQ RI 5XOH  LQ SDUWLFXODU , ZLOO WKHQ
DGGUHVVVSHFLILFMXGLFLDOWRROVIRUPDQDJLQJWKHULVNVRIVXPPDU\MXGJPHQWPRWLRQV

 )LQDOO\,ZLOOFRQVLGHUWKHDSSURSULDWHVWDQGDUGRIUHYLHZDQGZKHWKHUVXPPDU\MXGJPHQWVKRXOG
KDYHEHHQJUDQWHGWRWKHUHVSRQGHQWV

,9$QDO\VLV

A. Access to Civil Justice: A Necessary Culture Shift

 7KLVDSSHDOFRQFHUQVWKHYDOXHVDQGFKRLFHVXQGHUO\LQJRXUFLYLOMXVWLFHV\VWHPDQGWKHDELOLW\RI
RUGLQDU\ &DQDGLDQVWRDFFHVVWKDWMXVWLFH 2XU FLYLO MXVWLFH V\VWHP LV SUHPLVHG XSRQ WKH YDOXHWKDWWKH
SURFHVVRIDGMXGLFDWLRQPXVWEHIDLUDQGMXVW7KLVFDQQRWEHFRPSURPLVHG

 +RZHYHUXQGXHSURFHVVDQGSURWUDFWHGWULDOVZLWKXQQHFHVVDU\H[SHQVHDQGGHOD\FDQprevent
WKHIDLUDQGMXVWUHVROXWLRQRIGLVSXWHV7KHIXOOWULDOKDVEHFRPHODUJHO\LOOXVRU\EHFDXVHH[FHSWZKHUH
JRYHUQPHQWIXQGLQJLVDYDLODEOHRUGLQDU\&DQDGLDQVFDQQRWDIIRUGWRDFFHVVWKHDGMXGLFDWLRQRIFLYLO
GLVSXWHV 7KH FRVW DQG GHOD\ DVVRFLDWHG ZLWK WKH WUDGLWLRQDO SURFHVV PHDQV WKDW DV FRXQVHO IRU WKH
LQWHUYHQHU WKH $GYRFDWHV¶ 6RFLHW\ LQ Bruno Appliance  VWDWHG DW WKH KHDULQJ RI WKLV DSSHDO WKH WULDO
SURFHVVGHQLHVRUGLQDU\SHRSOHWKHRSSRUWXQLW\WRKDYHDGMXGLFDWLRQ$QGZKLOHJRLQJWRWULDOKDVORQJ
EHHQ VHHQ DV D ODVW UHVRUW RWKHU GLVSXWH UHVROXWLRQ PHFKDQLVPV VXFK DV PHGLDWLRQ DQG VHWWOHPHQW DUH
PRUHOLNHO\WRSURGXFHIDLUDQGMXVWUHVXOWVZKHQDGMXGLFDWLRQUHPDLQVDUHDOLVWLFDOWHUQDWLYH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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)RU LQVWDQFH VWDWH IXQGLQJ LV DYDLODEOH LQ WKH FKLOG ZHOIDUH FRQWH[W XQGHU G. (J.) RUGHUV HYHQ
ZKHUHOHJDODLGLVQRWDYDLODEOH VHHNew Brunswick (Minister of Health & Community Services) v.
G. (J.) >@  6&5  6&&  RU IRU FDVHV LQYROYLQJ FHUWDLQ PLQRULW\ ULJKWV VHH WKH
/DQJXDJH5LJKWV6XSSRUW3URJUDP 




,Q0'$JUDVW-&%RWHURDQG$3RQFHWKHRule of Law IndexSXEOLVKHGE\WKH:RUOG
-XVWLFH3URMHFW&DQDGDUDQNHGWKDPRQJ(XURSHDQDQG1RUWK$PHULFDQFRXQWULHVLQDFFHVVWR
MXVWLFH $OWKRXJK &DQDGD VFRUHG DPRQJ WKH WRS WHQ FRXQWULHV LQ WKH ZRUOG LQ IRXU UXOH RI ODZ
FDWHJRULHV OLPLWHG JRYHUQPHQW SRZHUV RUGHU DQG VHFXULW\ RSHQ JRYHUQPHQW DQG HIIHFWLYH
FULPLQDO MXVWLFH  LWV ORZHVW VFRUHV ZHUH LQ DFFHVV WR FLYLO MXVWLFH 7KLV UDQNLQJ LV ³SDUWLDOO\
H[SODLQHGE\VKRUWFRPLQJVLQWKHDIIRUGDELOLW\RIOHJDODGYLFHDQGUHSUHVHQWDWLRQDQGWKHOHQJWK\
GXUDWLRQRIFLYLOFDVHV´ S 







 3URPSW MXGLFLDO UHVROXWLRQ RI OHJDO GLVSXWHV DOORZV LQGLYLGXDOV WR JHW RQ ZLWK WKHLU OLYHV %XW
ZKHQFRXUWFRVWVDQGGHOD\VEHFRPHWRRJUHDWSHRSOHORRNIRUDOWHUQDWLYHVRUVLPSO\JLYHXSRQMXVWLFH
6RPHWLPHV WKH\ FKRRVH WR UHSUHVHQW WKHPVHOYHV RIWHQ FUHDWLQJ IXUWKHU SUREOHPV GXH WR WKHLU ODFN RI
IDPLOLDULW\ZLWKWKHODZ

 ,QVRPHFLUFOHVSULYDWHDUELWUDWLRQLVLQFUHDVLQJO\VHHQDVDQDOWHUQDWLYHWRDVORZMXGLFLDOSURFHVV
%XWSULYDWHDUELWUDWLRQLVQRWWKHVROXWLRQVLQFHZLWKRXWDQDFFHVVLEOHSXEOLFIRUXPIRUWKHDGMXGLFDWLRQ
RIGLVSXWHVWKHUXOHRIODZLVWKUHDWHQHGDQGWKHGHYHORSPHQWRIWKHFRPPRQODZXQGHUPLQHG

 7KHUHLVJURZLQJVXSSRUWIRUDOWHUQDWLYHDGMXGLFDWLRQRIGLVSXWHVDQGDGHYHORSLQJFRQVHQVXVWKDW
WKH WUDGLWLRQDO EDODQFH VWUXFN E\ H[WHQVLYH SUHWULDO SURFHVVHV DQG WKH FRQYHQWLRQDO WULDO QR ORQJHU
UHIOHFWV WKH PRGHUQ UHDOLW\ DQG QHHGV WR EH UHDGMXVWHG $ SURSHU EDODQFH UHTXLUHV VLPSOLILHG DQG
SURSRUWLRQDWHSURFHGXUHVIRUDGMXGLFDWLRQDQGLPSDFWVWKHUROHRIFRXQVHODQGMXGJHV7KLVEDODQFHPXVW
UHFRJQL]HWKDWDSURFHVVFDQEHIDLUDQGMXVWZLWKRXWWKHH[SHQVHDQGGHOD\RIDWULDODQGWKDWDOWHUQDWLYH
PRGHOVRIDGMXGLFDWLRQDUHQROHVVOHJLWLPDWHWKDQWKHFRQYHQWLRQDOWULDO

 7KLVUHTXLUHVDVKLIWLQFXOWXUH7KHSULQFLSDOJRDOUHPDLQVWKHVDPHDIDLUSURFHVVWKDWUHVXOWVLQD
MXVWDGMXGLFDWLRQRIGLVSXWHV$IDLUDQGMXVWSURFHVVPXVWSHUPLWDMXGJHWRILQGWKHIDFWVQHFHVVDU\WR
UHVROYHWKHGLVSXWHDQGWRDSSO\WKHUHOHYDQWOHJDOSULQFLSOHVWRWKHIDFWVDVIRXQG+RZHYHUWKDWSURFHVV
LV LOOXVRU\ XQOHVV LW LV DOVR DFFHVVLEOH ² SURSRUWLRQDWH WLPHO\ DQG DIIRUGDEOH 7KH SURSRUWLRQDOLW\
SULQFLSOHPHDQVWKDWWKHEHVWIRUXPIRUUHVROYLQJDGLVSXWHLVQRWDOZD\VWKDWZLWKWKHPRVWSDLQVWDNLQJ
SURFHGXUH

 7KHUHLVRIFRXUVHDOZD\VVRPHWHQVLRQEHWZHHQDFFHVVLELOLW\DQGWKHWUXWKVHHNLQJIXQFWLRQEXW
PXFK DV RQH ZRXOG QRW H[SHFW D MXU\ WULDO RYHU D FRQWHVWHG SDUNLQJ WLFNHW WKH SURFHGXUHV XVHG WR
DGMXGLFDWHFLYLOGLVSXWHVPXVWILWWKHQDWXUHRIWKHFODLP,IWKHSURFHVVLVGLVSURSRUWLRQDWHWRWKHQDWXUH
RIWKHGLVSXWHDQGWKHLQWHUHVWVLQYROYHGWKHQLWZLOOQRWDFKLHYHDIDLUDQGMXVWUHVXOW

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 7KH SURSRUWLRQDOLW\ SULQFLSOH LV QRZ UHIOHFWHG LQ PDQ\ RI WKH SURYLQFHV¶ UXOHV DQG FDQ DFW DV D
WRXFKVWRQHIRUDFFHVVWRFLYLOMXVWLFH)RUH[DPSOH2QWDULR5XOHV  DQG  SURYLGH




7KLV SULQFLSOH KDV EHHQ H[SUHVVO\ FRGLILHG LQ %ULWLVK &ROXPELD 2QWDULR DQG 4XHEHF Supreme
Court Civil Rules%&5HJ5XOH  Ontario Rules5XOH  DQGCode of
Civil Procedure564F&DUW$VSHFWVRI$OEHUWD¶VDQG1RYD6FRWLD¶VUXOHVRIFRXUW
KDYH DOVR EHHQ LQWHUSUHWHG DV UHIOHFWLQJ SURSRUWLRQDOLW\ Medicine Shoppe Canada Inc. v.
Devchand  $%4%   $5  $OWD 4%  DW SDUD  Saturley v. CIBC World
Markets Inc.166&165 G  166& DWSDUD



   7KHVH UXOHV VKDOO EH OLEHUDOO\ FRQVWUXHG WR VHFXUH WKH MXVW PRVW H[SHGLWLRXV DQG OHDVW
H[SHQVLYHGHWHUPLQDWLRQRIHYHU\FLYLOSURFHHGLQJRQLWVPHULWV
   ,Q DSSO\LQJ WKHVH UXOHV WKH FRXUW VKDOO PDNH RUGHUV DQG JLYH GLUHFWLRQV WKDW DUH
SURSRUWLRQDWH WR WKH LPSRUWDQFH DQG FRPSOH[LW\ RI WKH LVVXHV DQG WR WKH DPRXQW LQYROYHG LQ WKH
SURFHHGLQJ

 (YHQ ZKHUH SURSRUWLRQDOLW\ LV QRW VSHFLILFDOO\ FRGLILHG DSSO\LQJ UXOHV RI FRXUW WKDW LQYROYH
GLVFUHWLRQ ³LQFOXGHV  DQ XQGHUO\LQJ SULQFLSOH RI SURSRUWLRQDOLW\ ZKLFK PHDQV WDNLQJ DFFRXQW RI WKH
DSSURSULDWHQHVV RI WKH SURFHGXUH LWV FRVW DQG LPSDFW RQ WKH OLWLJDWLRQ DQG LWV WLPHOLQHVV JLYHQ WKH
QDWXUH DQG FRPSOH[LW\ RI WKH OLWLJDWLRQ´ Szeto v. Dwyer  1/&$   1IOG  3(,5 
1/&$ DWSDUD 

 7KLVFXOWXUHVKLIWUHTXLUHVMXGJHVWRDFWLYHO\PDQDJHWKHOHJDOSURFHVVLQOLQHZLWKWKHSULQFLSOHRI
SURSRUWLRQDOLW\ :KLOH VXPPDU\ MXGJPHQW PRWLRQV FDQ VDYH WLPH DQG UHVRXUFHV OLNH PRVW SUHWULDO
SURFHGXUHV WKH\ FDQ DOVR VORZ GRZQ WKH SURFHHGLQJV LI XVHG LQDSSURSULDWHO\ :KLOH MXGJHV FDQ DQG
VKRXOG SOD\ D UROH LQ FRQWUROOLQJ VXFK ULVNV FRXQVHO PXVW LQ DFFRUGDQFH ZLWK WKH WUDGLWLRQV RI WKHLU
SURIHVVLRQDFWLQDZD\WKDWIDFLOLWDWHVUDWKHUWKDQIUXVWUDWHVDFFHVVWRMXVWLFH/DZ\HUVVKRXOGFRQVLGHU
WKHLUFOLHQW¶VOLPLWHGPHDQVDQGWKHQDWXUHRIWKHLUFDVHDQGIDVKLRQSURSRUWLRQDWHPHDQVWRDFKLHYHDIDLU
DQGMXVWUHVXOW

 $ FRPSOH[ FODLP PD\ LQYROYH DQ H[WHQVLYH UHFRUG DQG D VLJQLILFDQW FRPPLWPHQW RI WLPH DQG
H[SHQVH+RZHYHUSURSRUWLRQDOLW\LVLQHYLWDEO\FRPSDUDWLYHHYHQVORZDQGH[SHQVLYHSURFHGXUHVFDQ
EH SURSRUWLRQDWH ZKHQ WKH\ DUH WKH IDVWHVW DQG PRVW HIILFLHQW DOWHUQDWLYH 7KH TXHVWLRQ LV ZKHWKHU WKH
DGGHGH[SHQVHDQGGHOD\RIIDFWILQGLQJDWWULDOLVQHFHVVDU\WRDIDLUSURFHVVDQGMXVWDGMXGLFDWLRQ

B. Summary Judgment Motions

 7KHVXPPDU\MXGJPHQWPRWLRQLVDQLPSRUWDQWWRROIRUHQKDQFLQJDFFHVVWRMXVWLFHEHFDXVHLWFDQ
SURYLGHDFKHDSHUIDVWHUDOWHUQDWLYHWRDIXOOWULDO:LWKWKHH[FHSWLRQRI4XHEHFDOOSURYLQFHVIHDWXUHD
VXPPDU\ MXGJPHQW PHFKDQLVP LQ WKHLU UHVSHFWLYH UXOHV RI FLYLO SURFHGXUH *HQHUDOO\ VXPPDU\
MXGJPHQWLVDYDLODEOHZKHUHWKHUHLVQRJHQXLQHLVVXHIRUWULDO




4XHEHFKDVDSURFHGXUDOGHYLFHIRUGLVSRVLQJRIDEXVLYHFODLPVVXPPDULO\VHHDUWVIIRIWKH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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Code of Civil Procedure:KLOHWKLVSURFHGXUDOGHYLFHLVQDUURZHURQLWVIDFHLWKDVEHHQOLNHQHG
WRVXPPDU\MXGJPHQWVHHBal Global Finance Canada Corp. c. Aliments Breton (Canada) inc.
4&&6 &64XH 0RUHRYHUV  RIWKH&RGHSURYLGHVWKDWWKHGHIHQGDQWPD\DVN
IRUDQDFWLRQWREHGLVPLVVHGLIWKHVXLWLV³XQIRXQGHGLQODZ´



 5XOHLV2QWDULR¶VVXPPDU\MXGJPHQWSURFHGXUHXQGHUZKLFKDSDUW\PD\PRYHIRUVXPPDU\
MXGJPHQWWRJUDQWRUGLVPLVVDOORUSDUWRIDFODLP:KLOH2QWDULR¶V5XOHLQVRPHZD\VJRHVIXUWKHU
WKDQ RWKHU UXOHV WKURXJKRXW WKH FRXQWU\ WKH YDOXHV DQG SULQFLSOHV XQGHUO\LQJ LWV LQWHUSUHWDWLRQ DUH RI
JHQHUDODSSOLFDWLRQ

 5XOHZDVDPHQGHGLQIROORZLQJWKHUHFRPPHQGDWLRQVRIWKH2VERUQH5HSRUWWRLPSURYH
DFFHVVWRMXVWLFH7KHVHUHIRUPVHPERG\WKHHYROXWLRQRIVXPPDU\MXGJPHQWUXOHVIURPKLJKO\UHVWULFWHG
WRROV XVHG WR ZHHG RXW FOHDUO\ XQPHULWRULRXV FODLPV RU GHIHQFHV WR WKHLU FXUUHQW VWDWXV DV D OHJLWLPDWH
DOWHUQDWLYHPHDQVIRUDGMXGLFDWLQJDQGUHVROYLQJOHJDOGLVSXWHV

 (DUO\VXPPDU\MXGJPHQWUXOHVZHUHTXLWHOLPLWHGLQVFRSHDQGZHUHDYDLODEOHRQO\WRSODLQWLIIV
ZLWK FODLPV EDVHGRQGHEWRUOLTXLGDWHGGDPDJHVZKHUHQRUHDOGHIHQFHH[LVWHG6XPPDU\MXGJPHQW
H[LVWHGWRDYRLGWKHZDVWHRIDIXOOWULDOLQDFOHDUFDVH




)RU D WKRURXJK UHYLHZ RI WKH KLVWRU\ RI VXPPDU\ MXGJPHQW LQ 2QWDULR VHH 7 :DOVK DQG /
3RVORVNL³(VWDEOLVKLQJD :RUNDEOH7HVWIRU6XPPDU\-XGJPHQW$UH:H7KHUH<HW"´LQ7/
$UFKLEDOG DQG 5 6 (FKOLQ HGV Annual Review of Civil Litigation 2013    DW SS





 ,QWKHWKHQQHZ5XOHH[WHQGHGWKHDYDLODELOLW\RIVXPPDU\MXGJHPHQWWRERWKSODLQWLIIV
DQGGHIHQGDQWVDQGEURDGHQHGWKHVFRSHRIFDVHVWKDWFRXOGEHGLVSRVHGRIRQVXFKDPRWLRQ7KHUXOHV
ZHUHLQLWLDOO\LQWHUSUHWHGH[SDQVLYHO\LQOLQHZLWKWKHSXUSRVHVRIWKHUXOHFKDQJHV+RZHYHUDSSHOODWH
MXULVSUXGHQFH OLPLWHG WKH SRZHUV RI MXGJHV DQG HIIHFWLYHO\ QDUURZHG WKH SXUSRVH RI PRWLRQV IRU
VXPPDU\MXGJPHQWWRPHUHO\HQVXULQJWKDW³FODLPVWKDWKDYHQRFKDQFHRIVXFFHVV>DUH@ZHHGHGRXWDW
DQHDUO\VWDJH´




Ibid.DWSIRUH[DPSOHVHHVaughan v. Warner Communications Inc.  25 G 
 2QW+& 




Papaschase Indian Band No. 136 v. Canada (Attorney General)6&&>@6&5
 6&& DWSDUD
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 7KH2QWDULR*RYHUQPHQWFRPPLVVLRQHGIRUPHU2QWDULR$VVRFLDWH&KLHI-XVWLFH&RXOWHU2VERUQH
4& WR FRQVLGHU UHIRUPV WR PDNH WKH 2QWDULR FLYLO MXVWLFH V\VWHP PRUH DFFHVVLEOH DQG DIIRUGDEOH
OHDGLQJ WR WKH UHSRUW RI WKH &LYLO -XVWLFH 5HIRUP 3URMHFW WKH 2VERUQH 5HSRUW  7KH 2VERUQH 5HSRUW
FRQFOXGHGWKDWIHZVXPPDU\MXGJPHQWPRWLRQVZHUHEHLQJEURXJKWDQGLIWKHVXPPDU\MXGJPHQWUXOH
ZDVWRZRUNDVLQWHQGHGWKHDSSHOODWHMXULVSUXGHQFHWKDWKDGQDUURZHGWKHVFRSHDQGXWLOLW\RIWKHUXOH
KDGWREHUHYHUVHG S $PRQJRWKHUWKLQJVLWUHFRPPHQGHGWKDWVXPPDU\MXGJPHQWEHPDGHPRUH
ZLGHO\DYDLODEOHWKDWMXGJHVEHJLYHQWKHSRZHUWRZHLJKHYLGHQFHRQVXPPDU\MXGJPHQWPRWLRQVDQG
WKDWMXGJHVEHJLYHQGLVFUHWLRQWRGLUHFWWKDWRUDOHYLGHQFHEHSUHVHQWHG SS 

 7KHUHSRUWDOVRUHFRPPHQGHGWKHDGRSWLRQRIDVXPPDU\WULDOSURFHGXUHVLPLODUWRWKDWHPSOR\HG
LQ%ULWLVK&ROXPELD S 7KLVSDUWLFXODUUHFRPPHQGDWLRQZDVQRWDGRSWHGDQGWKHOHJLVODWXUHPDGH
WKHFKRLFHWRPDLQWDLQVXPPDU\MXGJPHQWDVWKHDFFHVVLEOHSURFHGXUH

 0DQ\ RI WKH 2VERUQH 5HSRUW¶V UHFRPPHQGDWLRQV ZHUH WDNHQ XS DQG LPSOHPHQWHG LQ  $V
QRWHGDERYHWKHDPHQGPHQWVFRGLI\WKHSURSRUWLRQDOLW\SULQFLSOHDQGSURYLGHIRUHIILFLHQWDGMXGLFDWLRQ
ZKHQDFRQYHQWLRQDOWULDOLVQRWUHTXLUHG7KH\RIIHUVLJQLILFDQWQHZWRROVWRMXGJHVZKLFKDOORZWKHP
WRDGMXGLFDWHPRUHFDVHVWKURXJKVXPPDU\MXGJPHQWPRWLRQVDQGDWWHQXDWHWKHULVNVZKHQVXFKPRWLRQV
GRQRWUHVROYHWKHHQWLUHFDVH

 5XOHQRZUHDGVLQSDUW




7KHIXOOWH[WRI5XOHLVDWWDFKHGDVDQ$SSHQGL[




 >*HQHUDO@7KHFRXUWVKDOOJUDQWVXPPDU\MXGJPHQWLI
D WKHFRXUWLVVDWLVILHGWKDWWKHUHLVQRJHQXLQHLVVXHUHTXLULQJDWULDOZLWKUHVSHFWWRDFODLPRU
GHIHQFHRU
E WKHSDUWLHVDJUHHWRKDYHDOORUSDUWRIWKHFODLPGHWHUPLQHGE\DVXPPDU\MXGJPHQWDQGWKH
FRXUWLVVDWLVILHGWKDWLWLVDSSURSULDWHWRJUDQWVXPPDU\MXGJPHQW
 >3RZHUV@,QGHWHUPLQLQJXQGHUFODXVH   D ZKHWKHUWKHUHLVDJHQXLQHLVVXHUHTXLULQJDWULDO
WKHFRXUWVKDOOFRQVLGHUWKHHYLGHQFHVXEPLWWHGE\WKHSDUWLHVDQGLIWKHGHWHUPLQDWLRQLVEHLQJPDGH
E\DMXGJHWKHMXGJHPD\H[HUFLVHDQ\RIWKHIROORZLQJSRZHUVIRUWKHSXUSRVHXQOHVVLWLVLQWKH
LQWHUHVWRIMXVWLFHIRUVXFKSRZHUVWREHH[HUFLVHGRQO\DWDWULDO
:HLJKLQJWKHHYLGHQFH
(YDOXDWLQJWKHFUHGLELOLW\RIDGHSRQHQW
'UDZLQJDQ\UHDVRQDEOHLQIHUHQFHIURPWKHHYLGHQFH
 >2UDO(YLGHQFH 0LQL7ULDO @$MXGJHPD\IRUWKHSXUSRVHVRIH[HUFLVLQJDQ\RIWKHSRZHUVVHW
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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RXWLQVXEUXOH  RUGHUWKDWRUDOHYLGHQFHEHSUHVHQWHGE\RQHRUPRUHSDUWLHVZLWKRUZLWKRXW
WLPHOLPLWVRQLWVSUHVHQWDWLRQ

 7KH2QWDULRDPHQGPHQWVFKDQJHGWKHWHVWIRUVXPPDU\MXGJPHQWIURPDVNLQJZKHWKHUWKHFDVH
SUHVHQWV ³D JHQXLQH LVVXH IRU WULDO´ WR DVNLQJ ZKHWKHU WKHUH LV D ³JHQXLQH LVVXH UHTXLULQJ D WULDO´ 7KH
QHZUXOHZLWKLWVHQKDQFHGIDFWILQGLQJSRZHUVGHPRQVWUDWHVWKDWDWULDOLVQRWWKHGHIDXOWSURFHGXUH
)XUWKHU LW HOLPLQDWHG WKH SUHVXPSWLRQ RI VXEVWDQWLDO LQGHPQLW\ FRVWV DJDLQVW D SDUW\ WKDW EURXJKW DQ
XQVXFFHVVIXOPRWLRQIRUVXPPDU\MXGJPHQWLQRUGHUWRDYRLGGHWHUULQJWKHXVHRIWKHSURFHGXUH

 7KHQHZSRZHUVLQ5XOHV  DQG  H[SDQGWKHQXPEHURIFDVHVLQZKLFKWKHUHZLOOEH
QR JHQXLQH LVVXH UHTXLULQJ D WULDO E\ SHUPLWWLQJ PRWLRQ MXGJHVWR ZHLJK HYLGHQFH HYDOXDWH FUHGLELOLW\
DQGGUDZUHDVRQDEOHLQIHUHQFHV




$V IXOO\ FDQYDVVHG E\ WKH &RXUW RI $SSHDO WKH SRZHUV LQ 5XOH    ZHUH GHVLJQHG
VSHFLILFDOO\ WR RYHUUXOH D QXPEHU RI ORQJVWDQGLQJ DSSHOODWH GHFLVLRQV WKDW KDG GUDPDWLFDOO\
UHVWULFWHGWKHXVHRIWKHUXOHAguonie v. Galion Solid Waste Material Inc.  25 G 
 2QW &$  Dawson v. Rexcraft Storage & Warehouse Inc.    '/5 WK  
2QW&$ 




 7KHVH QHZ IDFWILQGLQJ SRZHUV DUH GLVFUHWLRQDU\ DQG DUH SUHVXPSWLYHO\ DYDLODEOH WKH\ PD\ EH
H[HUFLVHGunlessLWLVLQWKHLQWHUHVWRIMXVWLFHIRUWKHPWREHH[HUFLVHGRQO\DWDWULDO5XOH  
7KXV WKH DPHQGPHQWV DUH GHVLJQHG WR WUDQVIRUP 5XOH  IURP D PHDQV WR ZHHG RXW XQPHULWRULRXV
FODLPVWRDVLJQLILFDQWDOWHUQDWLYHPRGHORIDGMXGLFDWLRQ

 ,ZLOOILUVWFRQVLGHUZKHQVXPPDU\MXGJPHQWFDQEHJUDQWHGRQWKHEDVLVWKDWWKHUHLV³QRJHQXLQH
LVVXH UHTXLULQJ D WULDO´ 5XOH   D  6HFRQG , ZLOO GLVFXVV ZKHQ LW LV DJDLQVW WKH ³LQWHUHVW RI
MXVWLFH´IRUWKHQHZIDFWILQGLQJSRZHUVLQ5XOH  WREHXVHGRQDVXPPDU\MXGJPHQWPRWLRQ
7KLUG , ZLOO FRQVLGHU WKH SRZHU WR FDOO RUDO HYLGHQFH DQG ILQDOO\ , ZLOO OD\ RXW WKH SURFHVV WR EH
IROORZHGRQDPRWLRQIRUVXPPDU\MXGJPHQW

(1) When is There no Genuine Issue Requiring a Trial?

 6XPPDU\MXGJPHQWPRWLRQVPXVWEHJUDQWHGZKHQHYHUWKHUHLVQRJHQXLQHLVVXHUHTXLULQJDWULDO
5XOH  D ,QRXWOLQLQJKRZWRGHWHUPLQHZKHWKHUWKHUHLVVXFKDQLVVXH,IRFXVRQWKHJRDOVDQG
SULQFLSOHVWKDWXQGHUOLHZKHWKHUWRJUDQWPRWLRQVIRUVXPPDU\MXGJPHQW6XFKDQDSSURDFKDOORZVWKH
DSSOLFDWLRQRIWKHUXOHWRHYROYHRUJDQLFDOO\OHVWFDWHJRULHVRIFDVHVEHWDNHQDVUXOHVRUSUHFRQGLWLRQV
ZKLFKPD\KLQGHUWKHV\VWHP¶VWUDQVIRUPDWLRQE\GLVFRXUDJLQJWKHXVHRIVXPPDU\MXGJPHQW

 7KH&RXUWRI$SSHDOGLGQRWH[SOLFLWO\IRFXVXSRQZKHQWKHUHLVDJHQXLQHLVVXHUHTXLULQJDWULDO
+RZHYHULQFRQVLGHULQJZKHWKHULWLVDJDLQVWWKHLQWHUHVWRIMXVWLFHWRXVHWKHQHZIDFWILQGLQJSRZHUV
WKHFRXUWVXJJHVWHGWKDWVXPPDU\MXGJPHQWZRXOGPRVWRIWHQEHDSSURSULDWHZKHQFDVHVZHUHGRFXPHQW
GULYHQ ZLWK IHZ ZLWQHVVHV DQG OLPLWHG FRQWHQWLRXV IDFWXDO LVVXHV RU ZKHQ WKH UHFRUG FRXOG EH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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VXSSOHPHQWHGE\RUDOHYLGHQFHRQGLVFUHWHSRLQWV7KHVHDUHKHOSIXOREVHUYDWLRQVEXWDVWKHFRXUWLWVHOI
UHFRJQL]HGVKRXOGQRWEHWDNHQDVGHOLQHDWLQJILUPFDWHJRULHVRIFDVHVZKHUHVXPPDU\MXGJPHQWLVDQG
LV QRW DSSURSULDWH )RU H[DPSOH ZKLOH WKLV FDVH LV FRPSOH[ ZLWK D YROXPLQRXV UHFRUG WKH &RXUW RI
$SSHDOXOWLPDWHO\DJUHHGWKDWWKHUHZDVQRJHQXLQHLVVXHUHTXLULQJDWULDO

 7KHUH ZLOO EH QR JHQXLQH LVVXH UHTXLULQJ D WULDO ZKHQ WKH MXGJH LV DEOH WR UHDFK D IDLU DQG MXVW
GHWHUPLQDWLRQRQWKHPHULWVRQDPRWLRQIRUVXPPDU\MXGJPHQW7KLVZLOOEHWKHFDVHZKHQWKHSURFHVV
 DOORZVWKHMXGJHWRPDNHWKHQHFHVVDU\ILQGLQJVRIIDFW  DOORZVWKHMXGJHWRDSSO\WKHODZWRWKH
IDFWVDQG  LVDSURSRUWLRQDWHPRUHH[SHGLWLRXVDQGOHVVH[SHQVLYHPHDQVWRDFKLHYHDMXVWUHVXOW

 7KHVH SULQFLSOHV DUH LQWHUFRQQHFWHG DQG DOO VSHDN WR ZKHWKHU VXPPDU\ MXGJPHQW ZLOO SURYLGH D
IDLU DQG MXVW DGMXGLFDWLRQ :KHQ D VXPPDU\ MXGJPHQW PRWLRQ DOORZV WKH MXGJH WR ILQG WKH QHFHVVDU\
IDFWV DQG UHVROYH WKH GLVSXWH SURFHHGLQJ WR WULDO ZRXOG JHQHUDOO\ QRW EH SURSRUWLRQDWH WLPHO\ RU FRVW
HIIHFWLYH6LPLODUO\DSURFHVVWKDWGRHVQRWJLYHDMXGJHFRQILGHQFHLQKHUFRQFOXVLRQVFDQQHYHUEHWKH
SURSRUWLRQDWHZD\WRUHVROYHDGLVSXWH,WEHDUVUHLWHUDWLQJWKDWWKHVWDQGDUGIRUIDLUQHVVLVQRWZKHWKHU
WKHSURFHGXUHLVDVH[KDXVWLYHDVDWULDOEXWZKHWKHULWJLYHVWKHMXGJHFRQILGHQFHWKDWVKHFDQILQGWKH
QHFHVVDU\IDFWVDQGDSSO\WKHUHOHYDQWOHJDOSULQFLSOHVVRDVWRUHVROYHWKHGLVSXWH

 2IWHQFRQFHUQVDERXWFUHGLELOLW\RUFODULILFDWLRQRIWKHHYLGHQFHFDQEHDGGUHVVHGE\FDOOLQJRUDO
HYLGHQFHRQWKHPRWLRQLWVHOI+RZHYHUWKHUHPD\EHFDVHVZKHUHJLYHQWKHQDWXUHRIWKHLVVXHVDQGWKH
HYLGHQFHUHTXLUHGWKHMXGJHFDQQRWPDNHWKHQHFHVVDU\ILQGLQJVRIIDFWRUDSSO\WKHOHJDOSULQFLSOHVWR
UHDFKDMXVWDQGIDLUGHWHUPLQDWLRQ

(2) The Interest of Justice

 7KHHQKDQFHGIDFWILQGLQJSRZHUVJUDQWHGWRPRWLRQMXGJHVLQ5XOH  PD\EHHPSOR\HG
RQDPRWLRQIRUVXPPDU\MXGJPHQWXQOHVVLWLVLQWKH³LQWHUHVWRIMXVWLFH´IRUWKHPWREHH[HUFLVHGRQO\
DWWULDO7KH³LQWHUHVWRIMXVWLFH´LVQRWGHILQHGLQWKH5XOHV

 7RGHWHUPLQHZKHWKHUWKHLQWHUHVWRIMXVWLFHDOORZHGWKHPRWLRQMXGJHWRXVHKHUQHZSRZHUVWKH
&RXUWRI$SSHDOUHTXLUHGDPRWLRQMXGJHWRDVNKHUVHOI³FDQWKHIXOODSSUHFLDWLRQRIWKHHYLGHQFHDQG
LVVXHVWKDWLV UHTXLUHGWR PDNH GLVSRVLWLYHILQGLQJVEHDFKLHYHGE\ZD\RIVXPPDU\MXGJPHQW RU FDQ
WKLVIXOODSSUHFLDWLRQRQO\EHDFKLHYHGE\ZD\RIDWULDO"´ SDUD 

 7KH&RXUWRI$SSHDOLGHQWLILHGWKHEHQHILWVRIDWULDOWKDWFRQWULEXWHWRWKLVIXOODSSUHFLDWLRQRIWKH
HYLGHQFHWKHQDUUDWLYHWKDWFRXQVHOFDQEXLOGWKURXJKWULDOWKHDELOLW\RIZLWQHVVHVWRVSHDNLQWKHLURZQ
ZRUGVDQGWKHDVVLVWDQFHRIFRXQVHOLQVLIWLQJWKURXJKWKHHYLGHQFH SDUD 

 7KHUHVSRQGHQWVDVZHOODVWKHLQWHUYHQHUVWKH&DQDGLDQ%DU$VVRFLDWLRQWKH$WWRUQH\*HQHUDO
RI2QWDULRDQGWKH$GYRFDWHV¶6RFLHW\VXEPLWWKDWWKH&RXUWRI$SSHDO¶VHPSKDVLVRQWKHYLUWXHVRIWKH
WUDGLWLRQDOWULDOLVPLVSODFHGDQGXQGXO\UHVWULFWLYH)XUWKHUVRPHRIWKHVHLQWHUYHQHUVVXEPLWWKDWWKLV
DSSURDFKPD\UHVXOWLQWKHFUHDWLRQRIFDWHJRULHVRIFDVHVLQDSSURSULDWHIRUVXPPDU\MXGJPHQWDQGWKLV
ZLOOOLPLWWKHGHYHORSPHQWRIWKHVXPPDU\MXGJPHQWYHKLFOH

 :KLOH,DJUHHWKDWDPRWLRQMXGJHPXVWKDYHDQDSSUHFLDWLRQRIWKHHYLGHQFHQHFHVVDU\WRPDNH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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GLVSRVLWLYHILQGLQJVVXFKDQDSSUHFLDWLRQLVQRWRQO\DYDLODEOHDWWULDO)RFXVVLQJRQKRZPXFKDQGZKDW
NLQGRIHYLGHQFHFRXOGEHDGGXFHGDWDWULDODVRSSRVHGWRZKHWKHUDWULDOLV³UHTXLU>HG@´DVWKH5XOH
GLUHFWV LV OLNHO\ WR OHDG WR WKH EDU EHLQJ VHW WRR KLJK 7KH LQWHUHVW RI MXVWLFH FDQQRW EH OLPLWHG WR WKH
DGYDQWDJHRXV IHDWXUHV RI D FRQYHQWLRQDO WULDO DQG PXVW DFFRXQW IRU SURSRUWLRQDOLW\ WLPHOLQHVV DQG
DIIRUGDELOLW\ 2WKHUZLVH WKH DGMXGLFDWLRQ SHUPLWWHG ZLWK WKH QHZ SRZHUV ² DQG WKH SXUSRVH RI WKH
DPHQGPHQWV²ZRXOGEHIUXVWUDWHG

 2QDVXPPDU\MXGJPHQWPRWLRQWKHHYLGHQFHQHHGQRWEHHTXLYDOHQWWRWKDWDWWULDOEXWPXVWEH
VXFK WKDW WKH MXGJH LV FRQILGHQW WKDW VKH FDQ IDLUO\ UHVROYH WKH GLVSXWH $ GRFXPHQWDU\ UHFRUG
SDUWLFXODUO\ ZKHQ VXSSOHPHQWHG E\ WKH QHZ IDFWILQGLQJ WRROV LQFOXGLQJ RUGHULQJ RUDO WHVWLPRQ\ LV
RIWHQVXIILFLHQWWRUHVROYHPDWHULDOLVVXHVIDLUO\DQGMXVWO\7KHSRZHUVSURYLGHGLQ5XOHV  DQG
  FDQSURYLGHDQHTXDOO\YDOLGLIOHVVH[WHQVLYHPDQQHURIIDFWILQGLQJ

 7KLVLQTXLU\LQWRWKHLQWHUHVWRIMXVWLFHLVE\LWVQDWXUHFRPSDUDWLYH3URSRUWLRQDOLW\LVDVVHVVHGLQ
UHODWLRQWRWKHIXOOWULDO,WPD\UHTXLUHWKHPRWLRQMXGJHWRDVVHVVWKHUHODWLYHHIILFLHQFLHVRISURFHHGLQJ
E\ ZD\ RI VXPPDU\ MXGJPHQW DV RSSRVHG WR WULDO 7KLV ZRXOG LQYROYHD FRPSDULVRQ RI DPRQJ RWKHU
WKLQJVWKHFRVWDQGVSHHGRIERWKSURFHGXUHV $OWKRXJKVXPPDU\MXGJPHQWPD\EHH[SHQVLYHDQGWLPH
FRQVXPLQJ DV LQ WKLV FDVH D WULDO PD\ EH HYHQ PRUH H[SHQVLYH DQG VORZHU  ,W PD\ DOVR LQYROYH D
FRPSDULVRQRIWKHHYLGHQFHWKDWZLOOEHDYDLODEOHDWWULDODQGRQWKHPRWLRQDVZHOODVWKHRSSRUWXQLW\WR
IDLUO\ HYDOXDWH LW (YHQ LI WKH HYLGHQFH DYDLODEOH RQ WKH PRWLRQ LV OLPLWHG WKHUH PD\ EH QR UHDVRQ WR
WKLQNEHWWHUHYLGHQFHZRXOGEHDYDLODEOHDWWULDO 

 ,QSUDFWLFHZKHWKHULWLVDJDLQVWWKH³LQWHUHVWRIMXVWLFH´WRXVHWKHQHZIDFWILQGLQJSRZHUVZLOO
RIWHQFRLQFLGHZLWKZKHWKHUWKHUHLVD³JHQXLQHLVVXHUHTXLULQJDWULDO´,WLVORJLFDOWKDWZKHQWKHXVHRI
WKH QHZ SRZHUV ZRXOG HQDEOH D MXGJH WR IDLUO\ DQG MXVWO\ DGMXGLFDWH D FODLP LW ZLOO JHQHUDOO\ QRW EH
DJDLQVWWKHLQWHUHVWRIMXVWLFHWRGRVR:KDWLVIDLUDQGMXVWWXUQVRQWKHQDWXUHRIWKHLVVXHVWKHQDWXUH
DQGVWUHQJWKRIWKHHYLGHQFHDQGZKDWLVWKHSURSRUWLRQDOSURFHGXUH

 7KH³LQWHUHVWRIMXVWLFH´LQTXLU\JRHVIXUWKHUDQGDOVRFRQVLGHUVWKHFRQVHTXHQFHVRIWKHPRWLRQ
LQWKHFRQWH[WRIWKHOLWLJDWLRQDVDZKROH)RUH[DPSOHLIVRPHRIWKHFODLPVDJDLQVWVRPHRIWKHSDUWLHV
ZLOO SURFHHG WR WULDO LQ DQ\ HYHQW LW PD\ QRW EH LQ WKH LQWHUHVW RI MXVWLFH WR XVH WKH QHZ IDFWILQGLQJ
SRZHUVWRJUDQWVXPPDU\MXGJPHQWDJDLQVWDVLQJOHGHIHQGDQW6XFKSDUWLDOVXPPDU\MXGJPHQWPD\UXQ
WKHULVNRIGXSOLFDWLYHSURFHHGLQJVRULQFRQVLVWHQWILQGLQJVRIIDFWDQGWKHUHIRUHWKHXVHRIWKHSRZHUV
PD\QRWEHLQWKHLQWHUHVWRIMXVWLFH2QWKHRWKHUKDQGWKHUHVROXWLRQRIDQLPSRUWDQWFODLPDJDLQVWD
NH\SDUW\FRXOGVLJQLILFDQWO\DGYDQFHDFFHVVWRMXVWLFHDQGEHWKHPRVWSURSRUWLRQDWHWLPHO\DQGFRVW
HIIHFWLYHDSSURDFK

(3) The Power to Hear Oral Evidence

 8QGHU5XOH  WKHPRWLRQMXGJHLVJLYHQWKHSRZHUWRKHDURUDOHYLGHQFHWRDVVLVWKHULQ
PDNLQJILQGLQJVXQGHU5XOH  7KHGHFLVLRQWRDOORZRUDOHYLGHQFHUHVWVZLWKWKHPRWLRQMXGJH
VLQFHDVWKH&RXUWRI$SSHDOQRWHG³LWLVWKHPRWLRQMXGJHQRWFRXQVHOZKRPDLQWDLQVFRQWURORYHUWKH
H[WHQWRIWKHHYLGHQFHWREHOHGDQGWKHLVVXHVWRZKLFKWKHHYLGHQFHLVWREHGLUHFWHG´ SDUD 

 7KH&RXUWRI$SSHDOVXJJHVWHGWKHPRWLRQMXGJHVKRXOGRQO\H[HUFLVHWKLVSRZHUZKHQ
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 2UDOHYLGHQFHFDQEHREWDLQHGIURPDVPDOOQXPEHURIZLWQHVVHVDQGJDWKHUHGLQDPDQDJHDEOH
SHULRG RI WLPH   $Q\ LVVXH WR EH GHDOW ZLWK E\ SUHVHQWLQJ RUDO HYLGHQFH LV OLNHO\ WR KDYH D
VLJQLILFDQWLPSDFWRQZKHWKHUWKHVXPPDU\MXGJPHQWPRWLRQLVJUDQWHGDQG  $Q\VXFKLVVXHLV
QDUURZ DQG GLVFUHWH ² i.e. WKH LVVXH FDQ EH VHSDUDWHO\ GHFLGHG DQG LV QRW HQPHVKHG ZLWK RWKHU
LVVXHVRQWKHPRWLRQ>SDUD@
7KLV LV XVHIXO JXLGDQFH WR HQVXUH WKDW WKH KHDULQJ RI RUDO HYLGHQFH GRHV QRW EHFRPH XQPDQDJHDEOH
KRZHYHUDVWKH&RXUWRI$SSHDOUHFRJQL]HGWKHVHDUHQRWDEVROXWHUXOHV

 7KLVSRZHUVKRXOGEHHPSOR\HGZKHQLWDOORZVWKHMXGJHWRUHDFKDIDLUDQGMXVWDGMXGLFDWLRQRQ
WKHPHULWVDQGLWLVWKHSURSRUWLRQDWHFRXUVHRIDFWLRQ:KLOHWKLVLVPRUHOLNHO\WREHWKHFDVHZKHQWKH
RUDOHYLGHQFHUHTXLUHGLVOLPLWHGWKHUHZLOOEHFDVHVZKHUHH[WHQVLYHRUDOHYLGHQFHFDQEHKHDUGRQWKH
PRWLRQ IRU VXPPDU\ MXGJPHQW DYRLGLQJ WKH QHHG IRU D ORQJHU PRUH FRPSOH[ WULDO DQG ZLWKRXW
FRPSURPLVLQJWKHIDLUQHVVRIWKHSURFHGXUH

 :KHUH D SDUW\ VHHNV WR OHDG RUDO HYLGHQFH LW VKRXOG EH SUHSDUHG WR GHPRQVWUDWH ZK\ VXFK
HYLGHQFH ZRXOG DVVLVW WKH PRWLRQ MXGJH LQ ZHLJKLQJ WKH HYLGHQFH DVVHVVLQJ FUHGLELOLW\ RU GUDZLQJ
LQIHUHQFHVDQGWRSURYLGHD³ZLOOVD\´VWDWHPHQWRURWKHUGHVFULSWLRQRIWKHSURSRVHGHYLGHQFHVRWKDWWKH
MXGJHZLOOKDYHDEDVLVIRUVHWWLQJWKHVFRSHRIWKHRUDOHYLGHQFH

 7KXVWKHSRZHUWRFDOORUDOHYLGHQFHVKRXOGEHXVHGWRSURPRWHWKHIDLUDQGMXVWUHVROXWLRQRIWKH
GLVSXWHLQOLJKWRISULQFLSOHVRISURSRUWLRQDOLW\WLPHOLQHVVDQGDIIRUGDELOLW\,QWDLORULQJWKHQDWXUHDQG
H[WHQWRIRUDOHYLGHQFHWKDWZLOOEHKHDUGWKHPRWLRQMXGJHVKRXOGEHJXLGHGE\WKHVHSULQFLSOHVDQG
UHPHPEHU WKDW WKH SURFHVV LV QRW D IXOO WULDO RQ WKH PHULWV EXW LV GHVLJQHG WR GHWHUPLQH LI WKHUH LV D
JHQXLQHLVVXHUHTXLULQJDWULDO

(4) The Roadmap/Approach to a Motion for Summary Judgment

 2QDPRWLRQIRUVXPPDU\MXGJPHQWXQGHU5XOHWKHMXGJHVKRXOGILUVWGHWHUPLQHLIWKHUHLV
DJHQXLQHLVVXHUHTXLULQJWULDOEDVHGRQO\RQWKHHYLGHQFHEHIRUHKHUwithoutXVLQJWKHQHZIDFWILQGLQJ
SRZHUV7KHUHZLOOEHQRJHQXLQHLVVXHUHTXLULQJDWULDOLIWKHVXPPDU\MXGJPHQWSURFHVVSURYLGHVKHU
ZLWK WKH HYLGHQFH UHTXLUHG WR IDLUO\ DQG MXVWO\ DGMXGLFDWH WKH GLVSXWH DQG LV D WLPHO\ DIIRUGDEOH DQG
SURSRUWLRQDWHSURFHGXUHXQGHU5XOH  D ,IWKHUHDSSHDUVWREHDJHQXLQHLVVXHUHTXLULQJDWULDO
VKHVKRXOGWKHQGHWHUPLQHLIWKHQHHGIRUDWULDOFDQEHDYRLGHGE\XVLQJWKHQHZSRZHUVXQGHU5XOHV
  DQG  6KHPD\DWKHUGLVFUHWLRQXVHWKRVHSRZHUVSURYLGHGWKDWWKHLUXVHLVQRWDJDLQVW
WKHLQWHUHVWRIMXVWLFH7KHLUXVHZLOOQRWEHDJDLQVWWKHLQWHUHVWRIMXVWLFHLIWKH\ZLOOOHDGWRDIDLUDQG
MXVWUHVXOWDQGZLOOVHUYHWKHJRDOVRIWLPHOLQHVVDIIRUGDELOLW\DQGSURSRUWLRQDOLW\LQOLJKWRIWKHOLWLJDWLRQ
DVDZKROH

 ,QTXLULQJILUVWDVWRZKHWKHUWKHXVHRIWKHSRZHUVXQGHU5XOH  ZLOODOORZWKHGLVSXWHWR
EH UHVROYHG E\ ZD\ RI VXPPDU\ MXGJPHQW EHIRUH DVNLQJ ZKHWKHU WKH LQWHUHVW RI MXVWLFH UHTXLUHV WKDW
WKRVHSRZHUVEHH[HUFLVHGRQO\DWWULDOHPSKDVL]HVWKDWWKHVHSRZHUVDUHSUHVXPSWLYHO\DYDLODEOHUDWKHU
WKDQH[FHSWLRQDOLQOLQHZLWKWKHJRDORISURSRUWLRQDWHFRVWHIIHFWLYHDQGWLPHO\GLVSXWHUHVROXWLRQ$V
ZHOOE\ILUVWGHWHUPLQLQJWKHFRQVHTXHQFHVRIXVLQJWKHQHZSRZHUVWKHEHQHILWRIWKHLUXVHLVFOHDUHU
7KLVZLOODVVLVWLQGHWHUPLQLQJZKHWKHULWLVLQWKHLQWHUHVWRIMXVWLFHWKDWWKH\EHH[HUFLVHGRQO\DWWULDO

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 :KLOH VXPPDU\ MXGJPHQW must EH JUDQWHG LI WKHUH LV QR JHQXLQH LVVXH UHTXLULQJ D WULDO WKH
GHFLVLRQWRXVHHLWKHUWKHH[SDQGHGIDFWILQGLQJSRZHUVRUWRFDOORUDOHYLGHQFHLVGLVFUHWLRQDU\7KH
GLVFUHWLRQDU\QDWXUHRIWKLVSRZHUJLYHVWKHMXGJHVRPHIOH[LELOLW\LQGHFLGLQJWKHDSSURSULDWHFRXUVHRI
DFWLRQ7KLVGLVFUHWLRQFDQDFWDVDVDIHW\YDOYHLQFDVHVZKHUHWKHXVHRIVXFKSRZHUVZRXOGFOHDUO\EH
LQDSSURSULDWH7KHUHLVDOZD\VWKHULVNWKDWFOHDUO\XQPHULWRULRXVPRWLRQVIRUVXPPDU\MXGJPHQWFRXOG
EHDEXVHGDQGXVHGWDFWLFDOO\WRDGGWLPHDQGH[SHQVH,QVXFKFDVHVWKHPRWLRQMXGJHPD\FKRRVHWR
GHFOLQH WR H[HUFLVH KHUGLVFUHWLRQ WR XVH WKRVH SRZHUV DQG GLVPLVV WKH PRWLRQ IRU VXPPDU\ MXGJPHQW
ZLWKRXWHQJDJLQJLQWKHIXOOLQTXLU\GHOLQHDWHGDERYH




5XOH  ³7KHFRXUWVKDOOJUDQWVXPPDU\MXGJPHQWLI D WKHFRXUWLVVDWLVILHGWKDWWKHUHLV
QRJHQXLQHLVVXHUHTXLULQJDWULDO´







5XOH    ³,Q GHWHUPLQLQJ  ZKHWKHU WKHUH LV D JHQXLQH LVVXH UHTXLULQJ D WULDO  LI WKH
GHWHUPLQDWLRQLVEHLQJPDGHE\DMXGJHWKHMXGJHPD\H[HUFLVHDQ\RIWKHIROORZLQJSRZHUV
:HLJKLQJ WKH HYLGHQFH  (YDOXDWLQJ WKH FUHGLELOLW\ RI D GHSRQHQW  'UDZLQJ DQ\ UHDVRQDEOH
LQIHUHQFH IURP WKH HYLGHQFH´ 5XOH    ³$ MXGJH PD\  RUGHU WKDW RUDO HYLGHQFH EH
SUHVHQWHG´




C. Tools to Maximize the Efficiency of a Summary Judgment Motion

(1) Controlling the Scope of a Summary Judgment Motion

 7KH Ontario Rules DQG D VXSHULRU FRXUW¶V LQKHUHQW MXULVGLFWLRQ SHUPLW D PRWLRQ MXGJH WR EH
LQYROYHGHDUO\LQWKHOLIHRIDPRWLRQLQRUGHUWRFRQWUROWKHVL]HRIWKHUHFRUGDQGWRUHPDLQDFWLYHLQ
WKHHYHQWWKHPRWLRQGRHVQRWUHVROYHWKHHQWLUHDFWLRQ

 7KH5XOHVSURYLGHIRUHDUO\MXGLFLDOLQYROYHPHQWWKURXJK5XOHZKLFKDOORZVIRUDPRWLRQ
IRU GLUHFWLRQV WR PDQDJH WKH WLPH DQG FRVW RI WKH VXPPDU\ MXGJPHQW PRWLRQ 7KLV DOORZV D MXGJH WR
SURYLGHGLUHFWLRQVZLWKUHJDUGWRWKHWLPHOLQHVIRUILOLQJDIILGDYLWVWKHOHQJWKRIFURVVH[DPLQDWLRQDQG
WKHQDWXUHDQGDPRXQWRIHYLGHQFHWKDWZLOOEHILOHG+RZHYHUPRWLRQMXGJHVPXVWDOVREHFDXWLRXVQRW
WRLPSRVHDGPLQLVWUDWLYHPHDVXUHVWKDWDGGDQXQQHFHVVDU\OD\HURIFRVW

 1RWDOOPRWLRQVIRUVXPPDU\MXGJPHQWZLOOUHTXLUHDPRWLRQIRUGLUHFWLRQV+RZHYHUIDLOXUHWR
EULQJ VXFK D PRWLRQ ZKHUH LW ZDV HYLGHQW WKDW WKH UHFRUG ZRXOG EH FRPSOH[ RU YROXPLQRXV PD\ EH
FRQVLGHUHG ZKHQ GHDOLQJ ZLWK FRVWV FRQVHTXHQFHV XQGHU 5XOH  D  ,Q OLQH ZLWK WKH SULQFLSOH RI
SURSRUWLRQDOLW\WKHMXGJHKHDULQJWKHPRWLRQIRUGLUHFWLRQVVKRXOGJHQHUDOO\EHVHL]HGRIWKHVXPPDU\
MXGJPHQWPRWLRQLWVHOIHQVXULQJWKHNQRZOHGJHVKHKDVGHYHORSHGDERXWWKHFDVHGRHVQRWJRWRZDVWH

 ,DJUHHZLWKWKH&RXUWRI$SSHDO DWSDUDVDQG WKDWDPRWLRQIRUGLUHFWLRQVDOVRSURYLGHV
WKHUHVSRQGLQJSDUW\ZLWKWKHRSSRUWXQLW\WRVHHNDQRUGHUWRVWD\RUGLVPLVVDSUHPDWXUHRULPSURSHU
PRWLRQ IRU VXPPDU\ MXGJPHQW 7KLV PD\ EH DSSURSULDWH WR FKDOOHQJH OHQJWK\ FRPSOH[ PRWLRQV
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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SDUWLFXODUO\RQWKHEDVLVWKDWWKH\ZRXOGQRWVXIILFLHQWO\DGYDQFHWKHOLWLJDWLRQRUVHUYHWKHSULQFLSOHVRI
SURSRUWLRQDOLW\WLPHOLQHVVDQGDIIRUGDELOLW\

 $PRWLRQIRUVXPPDU\MXGJPHQWZLOOQRWDOZD\VEHWKHPRVWSURSRUWLRQDWHZD\WRGLVSRVHRIDQ
DFWLRQ)RUH[DPSOHDQHDUO\GDWHPD\EHDYDLODEOHIRUDVKRUWWULDORUWKHSDUWLHVPD\EHSUHSDUHGWR
SURFHHGZLWKDVXPPDU\WULDO&RXQVHOVKRXOGDOZD\VEHPLQGIXORIWKHPRVWSURSRUWLRQDWHSURFHGXUH
IRUWKHLUFOLHQWDQGWKHFDVH

(2) Salvaging a Failed Summary Judgment Motion

 )DLOHGRUHYHQSDUWLDOO\VXFFHVVIXOVXPPDU\MXGJPHQWPRWLRQVDGG²VRPHWLPHVDVWURQRPLFDOO\
² WR FRVWV DQG GHOD\ +RZHYHU WKLV ULVN FDQ EH DWWHQXDWHG E\ D MXGJH ZKR PDNHV XVH RI WKH WULDO
PDQDJHPHQWSRZHUVSURYLGHGLQ5XOHDQGWKHFRXUW¶VLQKHUHQWMXULVGLFWLRQ

 5XOH  DQG  SURYLGHVLQSDUW
   :KHUH VXPPDU\ MXGJPHQW LV UHIXVHG RU LV JUDQWHG RQO\ LQ SDUW WKH FRXUW PD\ PDNH DQ
RUGHUVSHFLI\LQJZKDWPDWHULDOIDFWVDUHQRWLQGLVSXWHDQGGHILQLQJWKHLVVXHVWREHWULHGDQGRUGHU
WKDWWKHDFWLRQSURFHHGWRWULDOH[SHGLWLRXVO\
 ,IDQDFWLRQLVRUGHUHGWRSURFHHGWRWULDOXQGHUVXEUXOH  WKHFRXUWPD\JLYHVXFKGLUHFWLRQVRU
LPSRVHVXFKWHUPVDVDUHMXVW

 5XOHV  D WKURXJK S RXWOLQHDQXPEHURIVSHFLILFWULDOPDQDJHPHQWRUGHUVWKDWPD\EH
DSSURSULDWH7KHFRXUWPD\VHWDVFKHGXOHSURYLGHDUHVWULFWHGGLVFRYHU\SODQVHWDWULDOGDWHUHTXLUH
SD\PHQWLQWRFRXUWRIWKHFODLPRURUGHUVHFXULW\IRUFRVWV7KHFRXUWPD\RUGHUWKDWWKHSDUWLHVGHOLYHU
DFRQFLVHVXPPDU\RIWKHLURSHQLQJVWDWHPHQWWKHSDUWLHVGHOLYHUDZULWWHQVXPPDU\RIWKHDQWLFLSDWHG
HYLGHQFHRIDZLWQHVVDQ\RUDOH[DPLQDWLRQRIDZLWQHVVDWWULDOZLOOEHVXEMHFWWRDWLPHOLPLWRUWKH
HYLGHQFHRIDZLWQHVVEHJLYHQLQZKROHRULQSDUWE\DIILGDYLW

 7KHVHSRZHUVDOORZWKHMXGJHWRXVHWKHLQVLJKWVKHJDLQHGIURPKHDULQJWKHVXPPDU\MXGJPHQW
PRWLRQWRFUDIWDWULDOSURFHGXUHWKDWZLOOUHVROYHWKHGLVSXWHLQDZD\WKDWLVVHQVLWLYHWRWKHFRPSOH[LW\
DQG LPSRUWDQFH RI WKH LVVXH WKH DPRXQW LQYROYHG LQ WKH FDVH DQG WKH HIIRUW H[SHQGHG RQ WKH IDLOHG
PRWLRQ 7KH PRWLRQ MXGJH VKRXOG ORRN WR WKH VXPPDU\ WULDO DV D PRGHO SDUWLFXODUO\ ZKHUH DIILGDYLWV
ILOHG FRXOG VHUYH DV WKH HYLGHQFH RI D ZLWQHVV VXEMHFW WR WLPHOLPLWHG H[DPLQDWLRQV DQG
FURVVH[DPLQDWLRQV $OWKRXJK WKH 5XOHV GLG QRW DGRSW WKH 2VERUQH 5HSRUW¶V UHFRPPHQGDWLRQ RI D
VXPPDU\WULDOPRGHOWKLVPRGHODOUHDG\H[LVWVXQGHUWKHVLPSOLILHGUXOHVRURQFRQVHQW,QP\YLHZWKH
VXPPDU\ WULDO PRGHO ZRXOG DOVR EH DYDLODEOH IXUWKHU WR WKH EURDG SRZHUV JUDQWHG D MXGJH XQGHU 5XOH
  

 :KHUHDPRWLRQMXGJHGLVPLVVHVDPRWLRQIRUVXPPDU\MXGJPHQWLQWKHDEVHQFHRIFRPSHOOLQJ
UHDVRQV WR WKH FRQWUDU\ VKH VKRXOG DOVR VHL]H KHUVHOI RI WKH PDWWHU DV WKH WULDO MXGJH , DJUHH ZLWK WKH
2VERUQH5HSRUWWKDWWKHLQYROYHPHQWRIDVLQJOHMXGLFLDORIILFHUWKURXJKRXW
VDYHVMXGLFLDOWLPHVLQFHSDUWLHVZLOOQRWKDYHWRJHWDGLIIHUHQWMXGJHXSWRVSHHGHDFKWLPHDQLVVXH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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DULVHVLQWKHFDVH,WPD\DOVRKDYHDFDOPLQJHIIHFWRQWKHFRQGXFWRIOLWLJLRXVSDUWLHVDQGFRXQVHO
DV WKH\ ZLOO FRPH WR SUHGLFW KRZ WKH MXGLFLDO RIILFLDO DVVLJQHG WR WKH FDVH PLJKW UXOH RQ D JLYHQ
LVVXH>S@

 :KLOH VXFK DQ DSSURDFK PD\ FRPSOLFDWH VFKHGXOLQJ WR WKH H[WHQW WKDW FXUUHQW VFKHGXOLQJ
SUDFWLFHVSUHYHQWVXPPDU\MXGJPHQWPRWLRQVEHLQJXVHGLQDQHIILFLHQWDQGFRVWHIIHFWLYHPDQQHUWKH
FRXUWVVKRXOGEHSUHSDUHGWRFKDQJHWKHLUSUDFWLFHVLQRUGHUWRIDFLOLWDWHDFFHVVWRMXVWLFH

D. Standard of Review

 7KH&RXUWRI$SSHDOFRQFOXGHGWKDW GHWHUPLQLQJ WKH DSSURSULDWHWHVWIRUVXPPDU\MXGJPHQW ²
ZKHWKHU WKHUH LV D JHQXLQH LVVXH UHTXLULQJ D WULDO ² LV D OHJDO TXHVWLRQ UHYLHZDEOH RQ D FRUUHFWQHVV
VWDQGDUGZKLOHDQ\IDFWXDOGHWHUPLQDWLRQVPDGHE\WKHPRWLRQVMXGJHZLOODWWUDFWGHIHUHQFH

 ,QP\YLHZDEVHQWDQHUURURIODZWKHH[HUFLVHRISRZHUVXQGHUWKHQHZVXPPDU\MXGJPHQWUXOH
DWWUDFWVGHIHUHQFH:KHQWKHPRWLRQMXGJHH[HUFLVHVKHUQHZIDFWILQGLQJSRZHUVXQGHU5XOH  
DQGGHWHUPLQHVZKHWKHUWKHUHLVDJHQXLQHLVVXHUHTXLULQJDWULDOWKLVLVDTXHVWLRQRIPL[HGIDFWDQGODZ
:KHUHWKHUHLVQRH[WULFDEOHHUURULQSULQFLSOHILQGLQJVRIPL[HGIDFWDQGODZVKRXOGQRWEHRYHUWXUQHG
DEVHQWSDOSDEOHDQGRYHUULGLQJHUURUHousen v. Nikolaisen6&&>@6&5 6&& 
DWSDUD

 6LPLODUO\WKHTXHVWLRQRIZKHWKHULWLVLQWKH³LQWHUHVWRIMXVWLFH´IRUWKHPRWLRQMXGJHWRH[HUFLVH
WKHQHZIDFWILQGLQJSRZHUVSURYLGHGE\5XOH  GHSHQGVRQWKHUHODWLYHHYLGHQFHDYDLODEOHDW
WKHVXPPDU\MXGJPHQWPRWLRQDQGDWWULDOWKHQDWXUHVL]HFRPSOH[LW\DQGFRVWRIWKHGLVSXWHDQGRWKHU
FRQWH[WXDOIDFWRUV6XFKDGHFLVLRQLVDOVRDTXHVWLRQRIPL[HGIDFWDQGODZZKLFKDWWUDFWVGHIHUHQFH

 3URYLGHGWKDWLWLVQRWDJDLQVWWKH³LQWHUHVWRIMXVWLFH´DPRWLRQMXGJH¶VGHFLVLRQWRH[HUFLVHWKH
QHZSRZHUVLVGLVFUHWLRQDU\7KXVXQOHVVWKHPRWLRQMXGJHPLVGLUHFWHGKHUVHOIRUFDPHWRDGHFLVLRQ
WKDWLVVRFOHDUO\ZURQJWKDWLWUHVXOWHGLQDQLQMXVWLFHKHUGHFLVLRQVKRXOGQRWEHGLVWXUEHG

 2IFRXUVHZKHUHWKHPRWLRQMXGJHDSSOLHVDQLQFRUUHFWSULQFLSOHRIODZRUHUUVZLWKUHJDUGWRD
SXUHO\OHJDOTXHVWLRQVXFKDVWKHHOHPHQWVWKDWPXVWEHSURYHGIRUWKHSODLQWLIIWRPDNHRXWKHUFDXVHRI
DFWLRQWKHGHFLVLRQZLOOEHUHYLHZHGRQDFRUUHFWQHVVVWDQGDUG Housen v. NikolaisenDWSDUD 

E. Did the Motion Judge Err by Granting Summary Judgment?

 7KHPRWLRQMXGJHJUDQWHGVXPPDU\MXGJPHQWLQIDYRXURIWKH0DXOGLQ*URXS:KLOHWKH&RXUWRI
$SSHDO IRXQG WKDW WKH DFWLRQ VKRXOG QRW KDYH EHHQ GHFLGHG E\ VXPPDU\ MXGJPHQW LW QHYHUWKHOHVV
GLVPLVVHG WKH DSSHDO +U\QLDN DUJXHV WKLV FRQVWLWXWHG ³SURVSHFWLYH RYHUUXOLQJ´ EXW LQ OLJKW RI P\
FRQFOXVLRQ WKDW WKH PRWLRQ MXGJH ZDV HQWLWOHG WR SURFHHG E\ VXPPDU\ MXGJPHQW , QHHG QRW FRQVLGHU
WKHVHVXEPLVVLRQVIXUWKHU)RUWKHUHDVRQVWKDWIROORZ,DPVDWLVILHGWKDWWKHPRWLRQMXGJHGLGQRWHUULQ
JUDQWLQJVXPPDU\MXGJPHQW

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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(1) The Tort of Civil Fraud

 7KHDFWLRQXQGHUO\LQJWKLVPRWLRQIRUVXPPDU\MXGJPHQWZDVRQHIRUFLYLOIUDXGEURXJKWDJDLQVW
+U\QLDN3HHEOHVDQG&DVVHOV%URFN

 $VGLVFXVVHGLQWKHFRPSDQLRQBruno ApplianceDSSHDOWKHWRUWRIFLYLOIUDXGKDVIRXUHOHPHQWV
ZKLFKPXVWEHSURYHQRQDEDODQFHRISUREDELOLWLHV  DIDOVHUHSUHVHQWDWLRQE\WKHGHIHQGDQW  VRPH
OHYHO RI NQRZOHGJH RI WKH IDOVHKRRG RI WKH UHSUHVHQWDWLRQ RQ WKH SDUW RI WKH GHIHQGDQW ZKHWKHU
NQRZOHGJH RU UHFNOHVVQHVV    WKH IDOVH UHSUHVHQWDWLRQ FDXVHG WKH SODLQWLII WR DFW   WKH SODLQWLII¶V
DFWLRQVUHVXOWHGLQDORVV

(2) Was There a Genuine Issue Requiring a Trial?

 ,QJUDQWLQJVXPPDU\MXGJPHQWWRWKH0DXOGLQ*URXSDJDLQVW+U\QLDNWKHPRWLRQMXGJHGLGQRW
H[SOLFLWO\ DGGUHVV WKH FRUUHFW WHVW IRU FLYLO IUDXG EXW OLNH WKH &RXUW RI $SSHDO , DP VDWLVILHG WKDW KLV
ILQGLQJVVXSSRUWWKDWUHVXOW

 7KH ILUVW HOHPHQW RI FLYLO IUDXG LV D IDOVH UHSUHVHQWDWLRQ E\ WKH GHIHQGDQW 7KH &RXUW RI$SSHDO
DJUHHG ZLWK WKH PRWLRQ MXGJH WKDW ³>X@QTXHVWLRQDEO\ WKH 0DXOGLQ JURXS ZDV LQGXFHG WR LQYHVW ZLWK
+U\QLDNEHFDXVHRIZKDW+U\QLDNVDLGWR)UHG0DXOGLQ´DWWKHPHHWLQJRI-XQH DWSDUD 
DQGWKLVZDVQRWGLVSXWHGLQWKHDSSHOODQW¶VIDFWXP

 7KH PRWLRQ MXGJH IRXQG WKH UHTXLVLWH NQRZOHGJH RU UHFNOHVVQHVV DV WR WKH IDOVHKRRG RI WKH
UHSUHVHQWDWLRQ WKH VHFRQG HOHPHQW RI FLYLO IUDXG EDVHG RQ +U\QLDN¶V ODFN RI HIIRUW WR HQVXUH WKDW WKH
IXQGV ZRXOG EH SURSHUO\ LQYHVWHG DQG IDLOXUH WR YHULI\ WKDW WKH HYHQWXDO HQGSRLQW RI WKH IXQGV 1HZ
6DYLQJV%DQNZDVVHFXUH7KHPRWLRQMXGJHDOVRUHMHFWHGWKHGHIHQFHWKDWWKHIXQGVZHUHVWROHQQRWLQJ
+U\QLDN¶V IHHEOH HIIRUWV WR UHFRYHU WKH IXQGV ZDLWLQJ VRPH  PRQWKV WR UHSRUW WKH DSSDUHQW WKHIW RI
86PLOOLRQ

 7KHPRWLRQMXGJHDOVRIRXQGDQLQWHQWLRQRQWKHSDUWRI+U\QLDNWKDWWKH0DXOGLQ*URXSZRXOG
DFWRQKLVIDOVHUHSUHVHQWDWLRQVWKHWKLUGUHTXLUHPHQWRIFLYLOIUDXG+U\QLDNVHFXUHGD86ORDQ
IRU )UHG 0DXOGLQ DQG FRQGXFWHG D ³WHVW WUDGH´ DFWLRQV ZKLFK LQ WKH PRWLRQ MXGJH¶V YLHZ ZHUH
³XQGHUWDNHQ  IRU WKH SXUSRVH RI GLVVXDGLQJ WKH 0DXOGLQ JURXS IURP GHPDQGLQJ WKH UHWXUQ RI LWV
LQYHVWPHQW´ SDUD   0RUHRYHU WKH PRWLRQ MXGJH GHWDLOHG +U\QLDN¶V FHQWUDO UROH LQ WKH ZHE RI
GHFHSWLRQWKDWFDXVHGWKH0DXOGLQ*URXSWRLQYHVWLWVIXQGVDQGWKDWGLVVXDGHGWKHPIURPVHHNLQJWKHLU
UHWXUQIRUVRPHWLPHDIWHUWKH\KDGEHHQVWROHQ

 7KHILQDOUHTXLUHPHQWRIFLYLOIUDXGORVVLVFOHDUO\SUHVHQW7KH0DXOGLQ*URXSLQYHVWHG86
PLOOLRQDQGEXWIRUDVPDOOUHWXUQRI86LQ)HEUXDU\ORVWLWVLQYHVWPHQW

 7KHPRWLRQMXGJHIRXQGQRFUHGLEOHHYLGHQFHWRVXSSRUW+U\QLDN¶VFODLPWKDWKHZDVDOHJLWLPDWH
WUDGHUDQGWKHRXWFRPHZDVWKHUHIRUHFOHDUVRWKHPRWLRQMXGJHFRQFOXGHGWKHUHZDVQRLVVXHUHTXLULQJ
DWULDO+HPDGHQRSDOSDEOHDQGRYHUULGLQJHUURULQJUDQWLQJVXPPDU\MXGJPHQW

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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(3) Did the Interest of Justice Preclude the Motion Judge from Using his Powers Under Rule 20.04?

 7KHPRWLRQMXGJHGLGQRWHUULQH[HUFLVLQJKLVIDFWILQGLQJSRZHUVXQGHU5XOH  +HZDV
SUHSDUHG WR VLIW WKURXJK WKH GHWDLOHG UHFRUG DQG ZDV RI WKH YLHZ WKDW VXIILFLHQW HYLGHQFH KDG EHHQ
SUHVHQWHG RQ DOO UHOHYDQW SRLQWV WR DOORZ KLP WR GUDZ WKH LQIHUHQFHV QHFHVVDU\ WR PDNH GLVSRVLWLYH
ILQGLQJVXQGHU5XOH)XUWKHUZKLOHWKHDPRXQWLQYROYHGLVVLJQLILFDQWWKHLVVXHVUDLVHGE\+U\QLDN¶V
GHIHQFH ZHUH IDLUO\ VWUDLJKWIRUZDUG $V WKH &RXUW RI $SSHDO QRWHG DW URRW WKH TXHVWLRQ WXUQHG RQ
ZKHWKHU +U\QLDN KDG D OHJLWLPDWH WUDGLQJ SURJUDP WKDW ZHQW DZU\ ZKHQ WKH IXQGV ZHUH VWROHQ RU
ZKHWKHU KLV SURJUDP ZDV D VKDP IURP WKH RXWVHW SDUD   7KH SODLQWLIIV DUH D JURXS RI HOGHUO\
$PHULFDQLQYHVWRUVDQGDWWKHUHWXUQGDWHRIWKHPRWLRQKDGEHHQGHSULYHGRIWKHLUIXQGVIRUQHDUO\D
GHFDGH7KHUHFRUGZDVVXIILFLHQWWRPDNHDIDLUDQGMXVWGHWHUPLQDWLRQDQGDWLPHO\UHVROXWLRQRIWKH
PDWWHUZDVFDOOHGIRU:KLOHWKHPRWLRQZDVFRPSOH[DQGH[SHQVLYHJRLQJWRWULDOZRXOGKDYHFRVWHYHQ
PRUHDQGWDNHQHYHQORQJHU

 'HVSLWH WKH IDFW WKDW WKH 0DXOGLQ JURXS¶V FODLPV DJDLQVW 3HHEOHV DQG &DVVHOV %URFN KDG WR
SURFHHGWRWULDOWKHUHLVOLWWOHUHDVRQWREHOLHYHWKDWJUDQWLQJVXPPDU\MXGJPHQWDJDLQVW+U\QLDNZRXOG
KDYHDSUHMXGLFLDOLPSDFWRQWKHWULDORIWKHUHPDLQLQJLVVXHV:KLOHWKHH[WHQWRIWKHRWKHUGHIHQGDQWV¶
LQYROYHPHQWLQWKHIUDXGUHTXLUHVDWULDOWKDWPDWWHULVQRWSUHGHWHUPLQHGE\WKHFRQFOXVLRQWKDW+U\QLDN
FOHDUO\ ZDV a SHUSHWUDWRU RI WKH IUDXG 7KH PRWLRQ MXGJH¶V ILQGLQJV VSHDN VSHFLILFDOO\ WR +U\QLDN¶V
LQYROYHPHQWDQGQHLWKHUUHO\XSRQQRUDUHLQFRQVLVWHQWZLWKWKHOLDELOLW\RIRWKHUV+LVILQGLQJVZHUH
FOHDUO\VXSSRUWHGE\WKHHYLGHQFH,WZDVQHLWKHUDJDLQVWWKHLQWHUHVWRIMXVWLFHIRUWKHPRWLRQMXGJHWR
XVHKLVIDFWILQGLQJSRZHUVQRUZDVKLVGLVFUHWLRQDU\GHFLVLRQWRGRVRWDLQWHGZLWKHUURU

9&RQFOXVLRQ

 $FFRUGLQJO\,ZRXOGGLVPLVVWKHDSSHDOZLWKFRVWVWRWKHUHVSRQGHQWV

Appeal dismissed.
Pourvoi rejeté.

$SSHQGL[
Rules of Civil Procedure, R.R.O. 1990, Reg. 194
58/(6800$5<-8'*0(17
 >:KHUH $YDLODEOH@   >7R 3ODLQWLII@ $ SODLQWLII PD\ DIWHU WKH GHIHQGDQW KDV GHOLYHUHG D
VWDWHPHQWRIGHIHQFHRUVHUYHGDQRWLFHRIPRWLRQPRYHZLWKVXSSRUWLQJDIILGDYLWPDWHULDORURWKHU
HYLGHQFHIRUVXPPDU\MXGJPHQWRQDOORUSDUWRIWKHFODLPLQWKHVWDWHPHQWRIFODLP
  7KH SODLQWLII PD\ PRYH ZLWKRXW QRWLFH IRU OHDYH WR VHUYH D QRWLFH RI PRWLRQ IRU VXPPDU\
MXGJPHQW WRJHWKHU ZLWK WKH VWDWHPHQW RI FODLP DQG OHDYH PD\ EH JLYHQ ZKHUH VSHFLDO XUJHQF\ LV
VKRZQVXEMHFWWRVXFKGLUHFWLRQVDVDUHMXVW
 >7R'HIHQGDQW@$GHIHQGDQWPD\DIWHUGHOLYHULQJDVWDWHPHQWRIGHIHQFHPRYHZLWKVXSSRUWLQJ
DIILGDYLWPDWHULDORURWKHUHYLGHQFHIRUVXPPDU\MXGJPHQWGLVPLVVLQJDOORUSDUWRIWKHFODLPLQWKH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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VWDWHPHQWRIFODLP
 >(YLGHQFH RQ 0RWLRQ@   $Q DIILGDYLW IRU XVH RQ D PRWLRQ IRU VXPPDU\ MXGJPHQW PD\ EH
PDGHRQLQIRUPDWLRQDQGEHOLHIDVSURYLGHGLQVXEUXOH  EXWRQWKHKHDULQJRIWKHPRWLRQ
WKHFRXUWPD\LIDSSURSULDWHGUDZDQDGYHUVHLQIHUHQFHIURPWKHIDLOXUHRIDSDUW\WRSURYLGHWKH
HYLGHQFHRIDQ\SHUVRQKDYLQJSHUVRQDONQRZOHGJHRIFRQWHVWHGIDFWV
 ,QUHVSRQVHWRDIILGDYLWPDWHULDORURWKHUHYLGHQFHVXSSRUWLQJDPRWLRQIRUVXPPDU\MXGJPHQWD
UHVSRQGLQJSDUW\PD\QRWUHVWVROHO\RQWKHDOOHJDWLRQVRUGHQLDOVLQWKHSDUW\¶VSOHDGLQJVEXWPXVW
VHWRXWLQDIILGDYLWPDWHULDORURWKHUHYLGHQFHVSHFLILFIDFWVVKRZLQJWKDWWKHUHLVDJHQXLQHLVVXH
UHTXLULQJDWULDO
>)DFWXPV5HTXLUHG@  2QDPRWLRQIRUVXPPDU\MXGJPHQWHDFKSDUW\VKDOOVHUYHRQHYHU\
RWKHUSDUW\WRWKHPRWLRQDIDFWXPFRQVLVWLQJRIDFRQFLVHDUJXPHQWVWDWLQJWKHIDFWVDQGODZUHOLHG
RQE\WKHSDUW\
  7KH PRYLQJ SDUW\¶V IDFWXP VKDOO EH VHUYHG DQG ILOHG ZLWK SURRI RI VHUYLFH LQ WKH FRXUW RIILFH
ZKHUHWKHPRWLRQLVWREHKHDUGDWOHDVWVHYHQGD\VEHIRUHWKHKHDULQJ
 7KHUHVSRQGLQJSDUW\¶VIDFWXPVKDOOEHVHUYHGDQGILOHGZLWKSURRIRIVHUYLFHLQWKHFRXUWRIILFH
ZKHUHWKHPRWLRQLVWREHKHDUGDWOHDVWIRXUGD\VEHIRUHWKHKHDULQJ
 5HYRNHG
>'LVSRVLWLRQRI0RWLRQ@  >*HQHUDO@5HYRNHG
 7KHFRXUWVKDOOJUDQWVXPPDU\MXGJPHQWLI
D WKHFRXUWLVVDWLVILHGWKDWWKHUHLVQRJHQXLQHLVVXHUHTXLULQJDWULDOZLWKUHVSHFWWRDFODLPRU
GHIHQFHRU
E WKHSDUWLHVDJUHHWRKDYHDOORUSDUWRIWKHFODLPGHWHUPLQHGE\DVXPPDU\MXGJPHQWDQGWKH
FRXUWLVVDWLVILHGWKDWLWLVDSSURSULDWHWRJUDQWVXPPDU\MXGJPHQW
 >3RZHUV@,QGHWHUPLQLQJXQGHUFODXVH   D ZKHWKHUWKHUHLVDJHQXLQHLVVXHUHTXLULQJDWULDO
WKHFRXUWVKDOOFRQVLGHUWKHHYLGHQFHVXEPLWWHGE\WKHSDUWLHVDQGLIWKHGHWHUPLQDWLRQLVEHLQJPDGH
E\DMXGJHWKHMXGJHPD\H[HUFLVHDQ\RIWKHIROORZLQJSRZHUVIRUWKHSXUSRVHXQOHVVLWLVLQWKH
LQWHUHVWRIMXVWLFHIRUVXFKSRZHUVWREHH[HUFLVHGRQO\DWDWULDO
:HLJKLQJWKHHYLGHQFH
(YDOXDWLQJWKHFUHGLELOLW\RIDGHSRQHQW
'UDZLQJDQ\UHDVRQDEOHLQIHUHQFHIURPWKHHYLGHQFH
 >2UDO(YLGHQFH 0LQL7ULDO @$MXGJHPD\IRUWKHSXUSRVHVRIH[HUFLVLQJDQ\RIWKHSRZHUVVHW
RXWLQVXEUXOH  RUGHUWKDWRUDOHYLGHQFHEHSUHVHQWHGE\RQHRUPRUHSDUWLHVZLWKRUZLWKRXW
WLPHOLPLWVRQLWVSUHVHQWDWLRQ
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 :KHUHWKHFRXUWLVVDWLVILHGWKDWWKHRQO\JHQXLQHLVVXHLVWKHDPRXQWWRZKLFKWKHPRYLQJSDUW\
LVHQWLWOHGWKHFRXUWPD\RUGHUDWULDORIWKDWLVVXHRUJUDQWMXGJPHQWZLWKDUHIHUHQFHWRGHWHUPLQH
WKHDPRXQW
 >2QO\*HQXLQH,VVXH,V4XHVWLRQ2I/DZ@:KHUHWKHFRXUWLVVDWLVILHGWKDWWKHRQO\JHQXLQHLVVXH
LV D TXHVWLRQ RI ODZ WKH FRXUW PD\ GHWHUPLQH WKH TXHVWLRQ DQG JUDQW MXGJPHQW DFFRUGLQJO\ EXW
ZKHUHWKHPRWLRQLVPDGHWRDPDVWHULWVKDOOEHDGMRXUQHGWREHKHDUGE\DMXGJH
  >2QO\ &ODLP ,V )RU $Q $FFRXQWLQJ@ :KHUH WKH SODLQWLII LV WKH PRYLQJ SDUW\ DQG FODLPV DQ
DFFRXQWLQJDQGWKHGHIHQGDQWIDLOVWRVDWLVI\WKHFRXUWWKDWWKHUHLVDSUHOLPLQDU\LVVXHWREHWULHGWKH
FRXUWPD\JUDQWMXGJPHQWRQWKHFODLPZLWKDUHIHUHQFHWRWDNHWKHDFFRXQWV
>:KHUH$7ULDO,V1HFHVVDUU\@  >3RZHUVRI&RXUW@:KHUHVXPPDU\MXGJPHQWLVUHIXVHGRU
LVJUDQWHGRQO\LQSDUWWKHFRXUWPD\PDNHDQRUGHUVSHFLI\LQJZKDWPDWHULDOIDFWVDUHQRWLQGLVSXWH
DQGGHILQLQJWKHLVVXHVWREHWULHGDQGRUGHUWKDWWKHDFWLRQSURFHHGWRWULDOH[SHGLWLRXVO\
  >'LUHFWLRQV $QG 7HUPV@ ,I DQ DFWLRQ LV RUGHUHG WR SURFHHG WR WULDOXQGHU VXEUXOH   WKH FRXUW
PD\JLYHVXFKGLUHFWLRQVRULPSRVHVXFKWHUPVDVDUHMXVWLQFOXGLQJDQRUGHU
D WKDWHDFKSDUW\GHOLYHUZLWKLQDVSHFLILHGWLPHDQDIILGDYLWRIGRFXPHQWVLQDFFRUGDQFHZLWK
WKHFRXUW¶VGLUHFWLRQV
E WKDWDQ\PRWLRQVEHEURXJKWZLWKLQDVSHFLILHGWLPH
F WKDWDVWDWHPHQWVHWWLQJRXWZKDWPDWHULDOIDFWVDUHQRWLQGLVSXWHEHILOHGZLWKLQDVSHFLILHG
WLPH
G  WKDW H[DPLQDWLRQV IRU GLVFRYHU\ EH FRQGXFWHG LQ DFFRUGDQFH ZLWK D GLVFRYHU\ SODQ
HVWDEOLVKHGE\WKHFRXUWZKLFKPD\VHWDVFKHGXOHIRUH[DPLQDWLRQVDQGLPSRVHVXFKOLPLWVRQ
WKH ULJKW RI GLVFRYHU\ DV DUH MXVW LQFOXGLQJ D OLPLW RQ WKH VFRSH RI GLVFRYHU\ WR PDWWHUV QRW
FRYHUHGE\WKHDIILGDYLWVRUDQ\RWKHUHYLGHQFHILOHGRQWKHPRWLRQDQGDQ\FURVVH[DPLQDWLRQV
RQWKHP
H WKDWDGLVFRYHU\SODQDJUHHGWRE\WKHSDUWLHVXQGHU5XOH GLVFRYHU\SODQ EHDPHQGHG
I WKDWWKHDIILGDYLWVRUDQ\RWKHUHYLGHQFHILOHGRQWKHPRWLRQDQGDQ\FURVVH[DPLQDWLRQVRQ
WKHPPD\EHXVHGDWWULDOLQWKHVDPHPDQQHUDVDQH[DPLQDWLRQIRUGLVFRYHU\
J WKDWDQ\H[DPLQDWLRQRIDSHUVRQXQGHU5XOH WDNLQJHYLGHQFHEHIRUHWULDO EHVXEMHFWWRD
WLPHOLPLW
K WKDWDSDUW\GHOLYHUZLWKLQDVSHFLILHGWLPHDZULWWHQVXPPDU\RIWKHDQWLFLSDWHGHYLGHQFHRI
DZLWQHVV
L WKDWDQ\RUDOH[DPLQDWLRQRIDZLWQHVVDWWULDOEHVXEMHFWWRDWLPHOLPLW
M WKDWWKHHYLGHQFHRIDZLWQHVVEHJLYHQLQZKROHRULQSDUWE\DIILGDYLW
N WKDWDQ\H[SHUWVHQJDJHGE\RURQ EHKDOI RI WKH SDUWLHVLQUHODWLRQWRWKHDFWLRQPHHW RQ D
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ZLWKRXWSUHMXGLFHEDVLVLQRUGHUWRLGHQWLI\WKHLVVXHVRQZKLFKWKHH[SHUWVDJUHHDQGWKHLVVXHV
RQZKLFKWKH\GRQRWDJUHHWRDWWHPSWWRFODULI\DQGUHVROYHDQ\LVVXHVWKDWDUHWKHVXEMHFWRI
GLVDJUHHPHQWDQGWRSUHSDUHDMRLQWVWDWHPHQWVHWWLQJRXWWKHDUHDVRIDJUHHPHQWDQGDQ\DUHDVRI
GLVDJUHHPHQW DQG WKH UHDVRQV IRU LW LI LQ WKH RSLQLRQ RI WKH FRXUW WKH FRVW RU WLPH VDYLQJV RU
RWKHUEHQHILWVWKDWPD\EHDFKLHYHGIURPWKHPHHWLQJDUHSURSRUWLRQDWHWRWKHDPRXQWVDWVWDNH
RUWKHLPSRUWDQFHRIWKHLVVXHVLQYROYHGLQWKHFDVHDQG
L WKHUHLVDUHDVRQDEOHSURVSHFWIRUDJUHHPHQWRQVRPHRUDOORIWKHLVVXHVRU
LL  WKH UDWLRQDOH IRU RSSRVLQJ H[SHUW RSLQLRQV LV XQNQRZQ DQG FODULILFDWLRQ RQ DUHDV RI
GLVDJUHHPHQWZRXOGDVVLVWWKHSDUWLHVRUWKHFRXUW
O WKDWHDFKRIWKHSDUWLHVGHOLYHUDFRQFLVHVXPPDU\RIKLVRUKHURSHQLQJVWDWHPHQW
P WKDWWKHSDUWLHVDSSHDUEHIRUHWKHFRXUWE\DVSHFLILHGGDWHDWZKLFKDSSHDUDQFHWKHFRXUW
PD\PDNHDQ\RUGHUWKDWPD\EHPDGHXQGHUWKLVVXEUXOH
Q WKDWWKHDFWLRQEHVHWGRZQIRUWULDORQDSDUWLFXODUGDWHRURQDSDUWLFXODUWULDOOLVWVXEMHFWWR
WKHGLUHFWLRQRIWKHUHJLRQDOVHQLRUMXGJH
R IRUSD\PHQWLQWRFRXUWRIDOORUSDUWRIWKHFODLPDQG
S IRUVHFXULW\IRUFRVWV
  >6SHFLILHG )DFWV@ $W WKH WULDO DQ\ IDFWV VSHFLILHG XQGHU VXEUXOH   RU FODXVH   F  VKDOO EH
GHHPHGWREHHVWDEOLVKHGXQOHVVWKHWULDOMXGJHRUGHUVRWKHUZLVHWRSUHYHQWLQMXVWLFH
 >2UGHUUH$IILGDYLW(YLGHQFH@,QGHFLGLQJZKHWKHUWRPDNHDQRUGHUXQGHUFODXVH   M WKHIDFW
WKDW DQ DGYHUVH SDUW\ PD\ UHDVRQDEO\ UHTXLUH WKH DWWHQGDQFH RI WKH GHSRQHQW DW WULDO IRU
FURVVH[DPLQDWLRQLVDUHOHYDQWFRQVLGHUDWLRQ
 >2UGHUUH([SHUWV&RVWV@,IDQRUGHULVPDGHXQGHUFODXVH   N HDFKSDUW\VKDOOEHDUKLVRUKHU
RZQFRVWV
 >)DLOXUH7R&RPSO\:LWK2UGHU@:KHUHDSDUW\IDLOVWRFRPSO\ZLWKDQRUGHUXQGHUFODXVH  
R IRUSD\PHQWLQWRFRXUWRUXQGHUFODXVH   S IRUVHFXULW\IRUFRVWVWKHFRXUWRQPRWLRQRIWKH
RSSRVLWHSDUW\PD\GLVPLVVWKHDFWLRQVWULNHRXWWKHVWDWHPHQWRIGHIHQFHRUPDNHVXFKRWKHURUGHU
DVLVMXVW
 :KHUHRQDPRWLRQXQGHUVXEUXOH  WKHVWDWHPHQWRIGHIHQFHLVVWUXFNRXWWKHGHIHQGDQWVKDOO
EHGHHPHGWREHQRWHGLQGHIDXOW
 >&RVWV 6DQFWLRQV )RU ,PSURSHU 8VH 2I 5XOH@ 7KH FRXUW PD\ IL[ DQG RUGHU SD\PHQW RI WKH
FRVWVRIDPRWLRQIRUVXPPDU\MXGJPHQWE\DSDUW\RQDVXEVWDQWLDOLQGHPQLW\EDVLVLI
D WKHSDUW\DFWHGXQUHDVRQDEO\E\PDNLQJRUUHVSRQGLQJWRWKHPRWLRQRU
E WKHSDUW\DFWHGLQEDGIDLWKIRUWKHSXUSRVHRIGHOD\
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG





+U\QLDNY0DXOGLQ6&&&6&&DUVZHOO2QW
6&&&6&&DUVZHOO2QW&DUVZHOO2QW


 >(IIHFW 2I 6XPPDU\ -XGJPHQW@ $ SODLQWLII ZKR REWDLQV VXPPDU\ MXGJPHQW PD\ SURFHHG
DJDLQVWWKHVDPHGHIHQGDQWIRUDQ\RWKHUUHOLHI
>6WD\2I([HFXWLRQ@:KHUHLWDSSHDUVWKDWWKHHQIRUFHPHQWRIDVXPPDU\MXGJPHQWRXJKWWR
EHVWD\HGSHQGLQJWKHGHWHUPLQDWLRQRIDQ\RWKHULVVXHLQWKHDFWLRQRUDFRXQWHUFODLPFURVVFODLPRU
WKLUGSDUW\FODLPWKHFRXUWPD\VRRUGHURQVXFKWHUPVDVDUHMXVW
 >$SSOLFDWLRQ 7R &RXQWHUFODLPV &URVVFODLPV $QG 7KLUG 3DUW\ &ODLP@ 5XOHV  WR 
DSSO\ZLWKQHFHVVDU\PRGLILFDWLRQVWRFRXQWHUFODLPVFURVVFODLPVDQGWKLUGSDUW\FODLPV

(QGRI'RFXPHQW

&RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJ
LQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG




 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG





TAB 4

Page 1

Case Name:

Salah v. Timothy's Coffees of the World Inc.
Between
Abdulhamid Salah and 1470256 Ontario Inc., Plaintiffs
(Respondents), and
Timothy's Coffees of the World Inc., Defendant (Appellant)
[2010] O.J. No. 4336
2010 ONCA 673
268 O.A.C. 279
74 B.L.R. (4th) 161
2010 CarswellOnt 7643
193 A.C.W.S. (3d) 1151
Docket: C51317
Ontario Court of Appeal
Toronto, Ontario
W.K. Winkler C.J.O., M. Rosenberg J.A. and R.W.M. Pitt J. (ad
hoc)
Heard: September 16, 2010.
Judgment: October 14, 2010.
(33 paras.)
Commercial law -- Franchising -- Franchise agreement -- Renewal -- Termination -- Appeal by
franchisor from decision finding it breached franchise agreement dismissed -- Parties entered into
franchise agreement with respect to mall location -- Franchisor was lessee under head lease with
mall and prior to expiry of lease, it negotiated lease for new location, entered into new franchise
agreement with new franchisee and informed respondents that franchise agreement expired when
lease expired -- Trial judge made no error in finding that franchisor breached franchise agreement

Page 2

and duty of good faith, or in assessment of damages at $230,358 for future loss of income and
$50,000 for breach of duty of good faith and mental distress.
Contracts -- Remedies -- Damages -- Appeal by franchisor from decision finding it breached
franchise agreement dismissed -- Parties entered into franchise agreement with respect to mall
location -- Franchisor was lessee under head lease with mall and prior to expiry of lease, it
negotiated lease for new location, entered into new franchise agreement with new franchisee and
informed respondents that franchise agreement expired when lease expired -- Trial judge made no
error in finding that franchisor breached franchise agreement and duty of good faith, or in
assessment of damages at $230,358 for future loss of income and $50,000 for breach of duty of
good faith and mental distress.
Damages -- In contract -- Breach of contract -- Type of contract -- Franchise -- Appeal by
franchisor from decision finding it breached franchise agreement dismissed -- Parties entered into
franchise agreement with respect to mall location -- Franchisor was lessee under head lease with
mall and prior to expiry of lease, it negotiated lease for new location, entered into new franchise
agreement with new franchisee and informed respondents that franchise agreement expired when
lease expired -- Trial judge made no error in finding that franchisor breached franchise agreement
and duty of good faith, or in assessment of damages at $230,358 for future loss of income and
$50,000 for breach of duty of good faith and mental distress.
Appeal by the franchisor from a finding that it breached a franchise agreement with the respondents.
In the fall of 2001, the individual respondent entered into a franchise agreement with the appellant
to operate a franchise store in a mall in Ottawa. The appellant was a lessee under a head lease for a
location on the third floor of the mall, and when the respondent entered into the franchise
agreement, he became a sublessee under the head lease. There were only four remaining years on
the head lease and the term of the franchise agreement was tied to the head lease. As the respondent
was concerned about the short length of the lease, the parties included a schedule to the franchise
agreement that provided that in the event the appellant entered a new head lease with the mall, the
franchise agreement would be renewed with a new sublease. Concurrent with executing the
franchise agreement, the individual respondent also executed an assignment, assigning the franchise
agreement, the sublease and the general security agreement to his newly incorporated numbered
company. Prior to the expiry of the head lease, the appellant entered into a new lease for a location
on the second floor of the mall and signed a new agreement with a new franchisee for that location.
The respondents were then advised that their franchise agreement would end on the day the lease
expired. The trial judge found that both the individual respondent and the numbered company were
franchisees of the appellant, that the schedule to the agreement was not related to the entire mall and
was not limited to the existing third floor location and that the appellant breached the franchise
agreement and breached a duty of good faith contrary to the Arthur Wishart Act. The trial judge
awarded damages in the amount of $230,358 for future loss of income flowing from the appellant's
breach of contract and an additional $50,000 for the breach of the duty of good faith and mental
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distress. The franchisor sought to appeal the judgment on the basis that the trial judge erred in
failing to distinguish between the individual respondent and the numbered company, in her
interpretation of the schedule to the agreement, in her finding that the franchisor owed a duty of
care and breached it, and in her assessment and award of damages.
HELD: Appeal dismissed. There was ample evidence to support the trial judge's finding that the
appellant maintained a relationship with both the individual franchisee and its assignee corporation.
The trial judge engaged in an analysis of the contractual rights between the parties, considered all of
the relevant documents, and there was no error in the approach she adopted. On the facts found by
the trial judge, there was no doubt that the conduct at issue fell squarely within the performance or
enforcement of the franchise agreement and that the appellant breached the duty of good faith it
owed to the franchisee under the Arthur Wishart Act. Finally, there was no basis to interfere with
the trial judge's assessment of damages.
Statutes, Regulations and Rules Cited:
Arthur Wishart Act (Franchise Disclosure), 2000, S.O. 2000, c. 3, s. 3, s. 3(1), s. 3(2)
Courts of Justice Act, R.S.O. 1990, c. C.43, s. 123(4), s. 123(7)
Appeal From:
On appeal from the judgment of Justice Monique Métivier1 of the Superior Court of Justice dated
October 26, 2009, with amended reasons dated January 21, 2010, and reported at (2010), 65 B.L.R.
(4th) 235.
Counsel:
Alan J. Lenczner, Q.C., and Jaan E. Lilles, for the Appellant.
Stephen S. Appotive, for the Respondents.

The judgment of the Court was delivered by
1 W.K. WINKLER C.J.O.:-- Timothy's Coffees of the World Inc. ("Timothy's") appeals a
decision of the Superior Court of Justice finding that it breached a franchise agreement with the
respondents. The trial judge found that the franchise agreement provided the respondents with a
conditional right of renewal and that the appellant denied them this right. She awarded damages for
breach of contract, breach of the duty of good faith and mental distress. I agree with the trial judge's
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reasons and find no error in her decision. I would dismiss the appeal. My reasons follow.
BACKGROUND
2 In the fall of 2001, the respondent Abdulhamid Salah ("Mr. Salah") entered into a franchise
agreement with Timothy's to operate a franchise store in the Bayshore Shopping Centre in Ottawa.
Timothy's was a lessee under a head lease for a location on the third floor in the shopping centre.
When Mr. Salah entered into the franchise agreement, he became a sublessee under the head lease.
There were only four years remaining on the head lease, which was set to expire on September 30,
2005. The term of the franchise agreement was tied to the length of the head lease.
3 Mr. Salah was concerned about the short term of the lease and the franchise agreement, given
the amount of his investment in purchasing the franchise and setting up operations. In response to
Mr. Salah's concerns about the term, Timothy's proposed the inclusion of Schedule "A" in the
franchise agreement. Schedule "A" provided that in the event that Timothy's entered into a new
head lease with the Bayshore Shopping Centre, Mr. Salah's franchise agreement would be renewed
with a new sublease. In the event that the new head lease was to be for a period of less than five
years, there would be no additional franchise fee payable by Mr. Salah. If the new head lease was
for a period of more than five years, Mr. Salah would be required to pay an amount equal to 50% of
the then current franchise fee.
4 Concurrent with the execution of the franchise agreement, Mr. Salah assigned the agreement,
the sublease, and the general security agreement to his newly incorporated company 1470256
Ontario Inc. ("147") by way of an Assignment and Guarantee. This was permitted by Timothy's, but
with the condition expressed in the Assignment and Guarantee that Mr. Salah remained personally
liable for all franchisee obligations under the franchise agreement.
5 Prior to September 30, 2005, the expiry date of the head lease on the third floor, Timothy's
entered into a new lease on the second floor and signed an agreement with a new franchisee for that
location. The appellant then advised Mr. Salah that his franchise agreement would come to an end
on September 30, 2005. Mr. Salah and 147 commenced proceedings against Timothy's alleging
breach of the franchise agreement and seeking damages arising both from the breach and from the
appellant's conduct.
6 At trial, Timothy's argued that the respondents had no right of renewal and that the parties had
intended the franchise agreement to end with the expiry of the head lease on September 30, 2005. It
submitted that any right of renewal provided by Schedule "A" only concerned the original location
on the third floor of the shopping centre. Since the appellant could not renew its head lease on the
third floor, the provisions of Schedule "A" were inoperative. Timothy's also argued that because Mr.
Salah had assigned his franchisee rights to 147, only that corporation could bring a claim against the
franchisor.
DECISION OF THE TRIAL JUDGE
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The trial judge, in a clear and carefully reasoned decision, held as follows:
1.

2.

3.

4.

5.

that both Mr. Salah and 147 were franchisees of Timothy's and could be
treated as one entity for the purpose of enforcing rights or seeking
remedies;
the proper interpretation of Schedule "A" is that it related to the Bayshore
Shopping Centre in general and was not limited to the existing third floor
location;
Timothy's breached the franchise agreement by failing to observe the terms
of Schedule "A" with respect to the new head lease on the second floor of
the Bayshore Shopping Centre;
Timothy's breached a duty of good faith, contrary to s. 3 of the Arthur
Wishart Act (Franchise Disclosure), 2000, S.O. 2000, c. 3 ("Wishart Act");
and
the breach of the duty of good faith was an independent actionable wrong.

8 The trial judge awarded Mr. Salah damages in the amount of $230,358 for future loss of income
flowing from the appellant's breach of contract, and an additional $50,000 for breach of the duty of
good faith and mental distress.
ISSUES ON APPEAL
9

Timothy's submits that the trial judge erred in:
i.
ii.
iii.
iv.
v.

failing to distinguish between Mr. Salah and 147;
interpreting Schedule "A" as providing an option to amend the franchise
agreement;
finding that Timothy's owed a duty of good faith and that Timothy's breached it;
assessing damages for breach of contract at $230,358 and awarding $50,000 for
breach of the duty of good faith and mental distress;
awarding damages to Mr. Salah for breach of contract when these damages were
pleaded only by 147.

ANALYSIS
i. Treating Mr. Salah and 147 as one entity
10 The appellant argues that the trial judge erred in failing to distinguish Mr. Salah from his
corporation, 147. Since a corporation is a distinct entity from its owner, and since Mr. Salah
assigned the franchise agreement to 147, the appellant submits that only the corporate franchisee
could assert contractual rights against the franchisor.
11

I cannot accede to that submission. There was ample evidence to support the trial judge's
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finding that the appellant "maintained a relationship with both the individual franchisee and its
assignee corporation. It never intended to accept the corporation in the place of Mr. Salah for all
purposes." While the franchisor allowed Mr. Salah to assign the franchise agreement to 147, one of
the main purposes of the Assignment and Guarantee was to ensure that all obligations under the
franchise agreement continued to be those of Mr. Salah personally. In addition, as noted by the trial
judge, the concluding words of s. 4 of the Assignment and Guarantee state as follows:
Furthermore and without restricting the generality of the foregoing, the assignor
shall continue to be personally bound by any and all provisions of the franchise
agreement related to confidentiality and non-competition.
12 Indeed, the business model of Timothy's, as reflected in its franchise agreement, was to treat a
corporate franchisee and its personal owner as one and the same. To this effect, clause 19.19 of the
agreement provides:
In the event that there is more than one Franchisee, or if the Franchisee should
consist of more than one legal entity, the Franchisee's liability hereunder shall be
both joint and several. A breach hereof by one such entity or Franchisee shall be
deemed to be a breach by both or all.
13 Moreover, it is revealing and significant that Timothy's June 8, 2005 letter -- in which
Timothy's informed the franchisee that the franchise agreement would not be renewed -- was
addressed to Mr. Salah personally, and not to the corporate respondent. The de facto relationship
under the franchise agreement was between Timothy's and Mr. Salah.
14 The trial judge concluded that Mr. Salah and his corporation were one entity for the purposes
of the franchise agreement. Accordingly, she held that to deny Mr. Salah a remedy on the basis of
separateness would yield a result "too flagrantly opposed to justice": see Kosmopoulos v.
Constitution Insurance Co., [1987] 1 S.C.R. 2, at p. 10. I agree with her conclusion. In the context
of this dispute between franchisor and franchisee, it would be incongruous, not to mention unfair to
Mr. Salah, if he and his corporation were treated as one entity for the purposes of franchise
liabilities, but were treated as separate entities when the question of enforcing franchisee rights
under the franchise agreement is at issue.
ii. Interpretation of the franchise agreement
15 Timothy's submission that the trial judge improperly construed Schedule "A" as providing an
"option to amend" the franchise agreement is an attempt to ground an appeal on a statement taken
out of context in the reasons for the decision. Read as a whole, it is clear that the trial judge was
engaged in an analysis of the contract between the parties, and the rights and obligations conferred
by its terms. The argument fails on this basis alone. Moreover, there was no error in the approach
adopted by the trial judge in construing the agreement before her.
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16 The basic principles of commercial contractual interpretation may be summarized as follows.
When interpreting a contract, the court aims to determine the intentions of the parties in accordance
with the language used in the written document and presumes that the parties have intended what
they have said. The court construes the contract as a whole, in a manner that gives meaning to all of
its terms, and avoids an interpretation that would render one or more of its terms ineffective. In
interpreting the contract, the court must have regard to the objective evidence of the "factual matrix"
or context underlying the negotiation of the contract, but not the subjective evidence of the intention
of the parties. The court should interpret the contract so as to accord with sound commercial
principles and good business sense, and avoid commercial absurdity. If the court finds that the
contract is ambiguous, it may then resort to extrinsic evidence to clear up the ambiguity. Where a
transaction involves the execution of several documents that form parts of a larger composite whole
-- like a complex commercial transaction -- and each agreement is entered into on the faith of the
others being executed, then assistance in the interpretation of one agreement may be drawn from the
related agreements. See 3869130 Canada Inc. v. I.C.B. Distributing Inc. (2008), 66 C.C.E.L. (3d)
89 (Ont. C.A.), at paras. 30-34; Drumbrell v. The Regional Group of Companies Inc. (2007), 85
O.R. (3d) 616 (C.A.), at paras. 47-56; SimEx Inc. v. IMAX Corp. (2005), 11 B.L.R. (4th) 214 (Ont.
C.A.), at paras. 19-23; Kentucky Fried Chicken Canada v. Scott's Food Service Inc. (1998), 41
B.L.R. (2d) 42 (Ont. C.A.), at paras. 24-27; and Professor John D. McCamus, The Law of Contracts
(Toronto: Irwin Law Inc., 2005), at pp. 705-722.
17 I see no error in the manner in which the trial judge applied the principles of construction of
commercial agreements. The trial judge considered all of the relevant documents and found that the
seminal document, the franchise agreement, was not ambiguous. All of the documents executed by
the parties referred to the premises under the franchise agreement as "Bayshore Shopping Centre,
100 Bayshore Drive, Nepean, Ontario", and not to a specific store on the third floor.
18 Indeed, the only agreement that specifically referred to the third floor was the head lease
between the Bayshore Shopping Centre and Timothy's. The appellant contends that the trial judge
failed to take the head lease into account in her analysis. I do not agree. A review of her reasons
demonstrates otherwise. Moreover, to the extent that any discrepancy exists between the head lease
and the franchise agreement, I agree with the trial judge that the franchise agreement should be
interpreted contra proferentem. The head lease had been negotiated by Timothy's with the landlord,
and its terms were obviously known to Timothy's at the time it drafted Schedule "A". Timothy's had
the opportunity to limit the scope of Schedule "A" to the third floor premises and either chose not to
do so or was aware that Mr. Salah would not have accepted such a limitation. In either event, there
is no basis to find that the trial judge committed a reviewable error. Her conclusions that the
franchise agreement and Schedule "A" applied to the whole shopping centre and that Timothy's
conduct -- which effectively amounted to a refusal to allow Mr. Salah the option of renewing the
franchise agreement -- constituted a breach of contract are unassailable.
iii. Breach of duty of good faith
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19

Section 3 of the Wishart Act provides:
Fair dealing
3.(1) Every franchise agreement imposes on each party a duty of fair dealing in
its performance and enforcement.
Right of action
(2) A party to a franchise agreement has a right of action for damages against
another party to the franchise agreement who breaches the duty of fair dealing in
the performance or enforcement of the franchise agreement.
Interpretation
(3) For the purpose of this section, the duty of fair dealing includes the duty to
act in good faith and in accordance with reasonable commercial standards.

20 Timothy's argues that its conduct leading up to the expiration of the franchise agreement could
not constitute a breach of the duty of good faith because s. 3(1) of the Wishart Act only imposes the
duty of good faith and fair dealing in the "performance or enforcement" of the existing franchise
agreement. In other words, the appellant would have it that a terminated agreement is not caught by
the section. In my view, it is unnecessary in this case to consider the full scope of the words
"performance or enforcement" as used in the Wishart Act. The premise underlying the appellant's
submission has been negated by the trial judge's interpretation of the agreement between the parties
and the effect of Schedule "A". On the facts as found by the trial judge, there can be no doubt that
the conduct at issue arises squarely within the "performance or enforcement" of the franchise
agreement.
21 Since I find no error in the trial judge's conclusion that Schedule "A" applies to the whole
shopping centre and that the right of renewal was triggered, the appellant's submission on the effect
of s. 3(2) of the Wishart Act cannot succeed.
22 I turn then to the conduct of the appellant. When Timothy's could no longer renew the head
lease of the third floor location and was negotiating a new lease on the second floor, the evidence
showed that the franchisor deliberately kept Mr. Salah in the dark about its intentions. The trial
judge found that "Mr. Black [the senior vice-president of development at Timothy's] e-mailed
Bayshore Shopping Centre representatives asking them to refrain from passing on any information
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about the second floor location to Mr. Salah". The trial judge made further factual findings that
Timothy's "actively sought to keep the franchisee from finding out what was going on with the
lease" and that Timothy's deliberately withheld "critical information and did not return calls". These
findings of fact more than support the conclusion that there was a breach of the duty of good faith
that franchisors owe franchisees under s. 3(1) of the Wishart Act.
iv. Damages
23 The trial judge awarded damages under two heads: (1) damages flowing from the breach of
contract, and (2) damages for the breach of the duty of good faith and for mental distress.
24 For past and future losses flowing from the breach of contract, the trial judge had before her
both the opinion of the appellant's expert, who calculated the loss of profits only to 147, and the
opinion of the respondents' expert, who assessed the losses to Mr. Salah and 147 collectively. As
the trial judge decided to treat Mr. Salah and his corporation as one and the same, it was open to her
to prefer the evidence of the respondents' expert, which took into account the loss of income to Mr.
Salah as a result of the breach. I would not interfere with this decision.
25 The appellant submits that it is not open to the trial judge to award damages under the Wishart
Act for anything other than compensatory damages relating to pecuniary losses. In other words, it is
not open to a trial judge to award damages under the head of compensatory damages relating to
non-pecuniary losses, or under exemplary or punitive damages. It argues that any damages flowing
from the breach of the duty of good faith is limited to lost profits, and in particular the lost profits, if
any, of 147. The latter point is addressed above. The trial judge treated Mr. Salah and 147 as a
single entity for the purpose of determining losses flowing from the breach of contract and, on the
evidence, she was entitled to do so.
26 In like fashion, the argument advanced by the appellant with respect to the limitations
applicable to damage awards under s. 3(2) of the Wishart Act is misconceived. The Wishart Act is
sui generis remedial legislation. It deserves a broad and generous interpretation. The purpose of the
statute is clear: it is intended to redress the imbalance of power as between franchisor and
franchisee; it is also intended to provide a remedy for abuses stemming from this imbalance. An
interpretation of the statute which restricts damages to compensatory damages related solely to
proven pecuniary losses would fly in the face of this policy initiative.
27 The right of action provided under s. 3(2) of the Wishart Act against a party that has breached
the duty of good faith and fair dealing is meant to ensure that franchisors observe their obligations
in dealing with franchisees. In that regard, the conduct that the trial judge found egregious in the
present case is precisely the mischief that this legislation was enacted to remedy.
28 Our courts have given limited recognition to the duty of good faith between contracting parties
in general. However, by enacting legislation that addresses the particular relationship between
franchisors and franchisees, the legislature has clearly indicated that such relationships give rise to
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special considerations, both in terms of the duties owed and the remedies that flow from a breach of
those duties. This is evident in the wording of s. 3(2), which focuses on the conduct of the breaching
party and not injury to the other side. The trial judge's award of damages was informed by these
considerations.
29 In summary, I am in agreement with the trial judge that s. 3(2) of the Wishart Act permits an
award of damages for the breach of the duty of good faith, separate and in addition to any award in
compensation of pecuniary losses. I would go further to say that any such award must be
commensurate with the degree of the breach or offending conduct in the particular circumstances.
Taking the conduct of the appellant as found by the trial judge into account, I see no error in her
decision to award damages on a merged basis for the breach of duty of good faith and mental
distress, either in principle or in respect of quantum. In my view, her findings as to the breach of
duty of good faith alone would support the amount of the award.
30

Accordingly, I would not interfere with her decision as to damages.
v. The Pleadings Argument

31 I will deal summarily with the pleadings argument advanced by the appellant. The trial judge
found that Mr. Salah and 147 should be treated as one entity with regard to the franchise agreement.
As noted above, there was ample evidence to support this finding. Having done so, she was entitled
thereafter to treat the pleadings of one as the pleadings of the other. This is a complete answer to the
appellant's argument. Accordingly, I would not give effect to this ground of appeal.
CONCLUSION
32

I would dismiss the appeal.

33

The respondents shall have their costs in the amount of $32,500, all inclusive.

W.K. WINKLER C.J.O.
M. ROSENBERG J.A.:-- I agree.
R.W.M. PITT J. (ad hoc):-- I agree.

1 The case was tried over a period of 12 days by Justice A. de Lotbinière Panet. However,
due to illness, he was unable to deliver judgment. The Chief Justice of the Superior Court of
Justice made an order under ss. 123(4) and (7) of the Courts of Justice Act, R.S.O. 1990, c.
C.43, appointing Métivier J. to rehear the matter. On consent, the rehearing was based on a
review of all of the transcripts, exhibits, and oral and written submissions from counsel.
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dismissal of action for payment of success fees dismissed -- RBC, an investment bank, and
defendant Crew Gold Corporation entered into agreement which provided for payment of success
fee for transactions completed during term of agreement -- RBC sent success fee invoices to Crew,
which included success fees on third party purchases of Crew shares, with which RBC had no
involvement -- Agreement was unambiguous -- RBC was not intended to receive success fee unless
there was some causal link between its activities and completed transaction.
Appeal by RBC Dominion Securities Inc and Royal Bank of Canada Europe Limited (RBC) from
dismissal of action for payment of success fees. RBC operated as an investment bank. The
defendant Crew Gold Corporation was a gold-mining company whose principal asset was a gold
mine in Guinea, West Africa. In October 2008, the mine was not performing particularly well and
Crew retained RBC to prepare strategic alternatives. The parties entered into an agreement which
provided for the payment of a success fee if a transaction was completed during the term of the
agreement. Crew formally terminated the agreement in April 2010. RBC subsequently sent a series
of success fee invoices to Crew, which included success fees for third party purchases of the Crew
shares with which it had no involvement. RBC submitted that the language of the agreement was so
broad and general as to permit the claim even though it was not instrumental in or involved with
any of the purchases. The trial judge dismissed the action. He concluded that RBC was not intended
to receive a success fee unless there was some causal link between its activities and the transaction
that was completed. RBC appealed arguing that the trial judge made errors of law in the
interpretation of the agreement.
HELD: Appeal dismissed. The trial judge did not err in his interpretation of the agreement. The
agreement was unambiguous. Although RBC was not required to introduce the successful purchaser
to the transaction and its involvement was not required to be a material cause of the transaction,
RBC was not intended to receive a success fee unless there was some causal link between its
activities and the completed transaction.
Appeal From:
On appeal from the judgment of Justice Arthur M. Gans of the Superior Court of Justice, dated
September 13, 2016, with reasons reported at 2016 ONSC 5529, [2016] O.J. No. 4862.
Counsel:
Jeremy Devereux and Michael Bookman, for the appellants.
Alistair Crawley and Natalia Vandervoort, for the respondent.
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The judgment of the Court was delivered by
K.M. van RENSBURG J.A.:-I. OVERVIEW
1

This is an appeal in a contract interpretation case.

2 The central facts are not in dispute. The appellants, RBC Dominion Securities Inc. and Royal
Bank of Canada Europe Limited (together "RBC"), sued the respondent, Crew Gold Corporation
("Crew"), for a fee, described as a Success Fee, that they argued was owed to them under an
engagement letter for the provision of investment banking services (the "Agreement"). RBC
provided services under the Agreement to assist Crew in developing and implementing "strategic
alternatives". The Agreement provided for service fees based on specific work performed by RBC,
and for a Success Fee, payable on completion of a "Transaction", as defined by the Agreement.
3 In the course of the Agreement, Crew, then a public company, was the subject of a takeover, an
event that was not anticipated by either party. The sole issue at trial was whether, under the
Agreement, RBC was entitled to a Success Fee in respect of any or all of the transactions involved
in the takeover even though it played no part in the transactions. The trial judge found that RBC was
not entitled to a Success Fee under the Agreement and dismissed RBC's action.
4 RBC appeals, asserting that the trial judge made extricable errors of law in his interpretation of
the Agreement. I find no such errors, and for the reasons that follow, would dismiss the appeal.
II. FACTS
5 Crew was a gold mining company whose principal asset was a gold mine in West Africa. At all
material times, Crew's shares were publically traded on the Toronto and Oslo Stock Exchanges (the
"TSE" and the "Oslo Bors").
6 In October 2008, the mine was not yielding sufficient net revenue to service Crew's significant
debt obligations. Crew's board of directors (the "Crew Board") retained RBC as a financial advisor
for a term of 18 months to develop, evaluate and potentially assist the company in implementing
strategic transaction alternatives based on its valuation of the company (the "2008 Engagement").
After RBC presented its strategic alternatives to Crew, RBC invoiced the company and was paid
US$95,000 for its work under the 2008 Engagement.
7 In late November 2008, using a Norwegian securities firm, Crew undertook a rights offering on
the Oslo Bors to meet its cash flow needs.
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8 In March 2009, RBC made a further presentation to the Crew Board on Crew's strategic
alternatives in light of the rights offering and improved market conditions. These generally
contemplated either an en bloc sale of shares for cash or shares, or the disposition of Crew assets or
some form of strategic partnership (the "RBC Alternatives"). In October 2009, RBC made another
presentation to the Crew Board, outlining, among other things, its strategies for implementing one
of the RBC Alternatives.
9 The parties entered into the Agreement in mid-December, dated as of October 20, 2009. The
term of RBC's engagement under the Agreement was until the earliest of "the closing of the
Transaction", the termination of the engagement by either party upon written notice, and 12 months
after the Agreement's commencement.
10

The relevant terms of the Agreement are as follows:
*

Crew engaged RBC "as its financial advisor in connection with a potential
transaction (the "Transaction") involving the direct or indirect sale or
disposition of the Company".

*

The Transaction "may involve (i) a sale of all or a substantial portion of the
shares, business or assets of the Company to a third party, (ii) an
investment by a third party in the Company that results in a change of
control of the Company or (iii) an amalgamation, arrangement or other
business transaction involving the Company and a third party to effect such
sale or disposition".

*

RBC agreed to provide services "in connection with a Transaction", which
included financial analysis and advice on structuring, planning and
negotiating a Transaction; if requested, the furnishing of fairness opinions;
assistance in preparing a confidential information memorandum ("CIM")
for prospective investors; and managing the sale process, including
contacting prospective purchasers, evaluating offers, and assisting in the
completion of a Transaction.

*

The fees for RBC's services consisted of a Work Fee of US$25,000 per
month for each month that RBC was actively involved in assisting in the
execution of the Transaction; an Announcement Fee/Opinion Fee of
US$750,000 payable on the earlier of the public announcement of the
Transaction or the delivery of a fairness opinion; an Additional Opinion
Fee of US$125,000 payable upon the delivery of each additional fairness
opinion provided by RBC (after its initial opinion); and a Success Fee.
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*

The Success Fee was to be calculated as the greater of US$2,000,000, and
0.95% of the Transaction Proceeds up to US$325,000,000 plus 1.75% of
the Transaction Proceeds in excess of US$325,000,000, against which was
to be credited 100% of the other fees paid or payable under the Agreement.

*

"Transaction Proceeds" included "all amounts received by the Company or
any affiliate or shareholder of the Company... from the purchaser".

*

RBC was entitled to the Success Fee "if a Transaction [was] completed
involving any party, whether or not solicited by RBC, pursuant to an
agreement to effect or otherwise complete a Transaction entered into
during the term of its engagement or for a period of twelve months after
termination of its engagement" (the "tail provision").

11 While the Agreement was in force, Crew concluded a restructuring agreement with its
debenture holders that closed in December 2009, and was also handled by the Norwegian securities
firm. As a result of the restructuring, the debenture holders came to own 95% of Crew's issued and
outstanding equity. GLG Partners ("GLG"), a London-based hedge fund and former debenture
holder, became Crew's largest shareholder, with a control block of approximately 31.6% of Crew's
shares, and appointed three new directors to the Crew Board.
12 RBC made another presentation to the Crew Board on December 15, 2009 regarding the RBC
Alternatives. RBC asserted that the time was right to engage in a "broad solicitation" of potential
bidders under RBC's stewardship. At a meeting on January 22, 2010, the Crew Board approved by
resolution "the implementation of the RBC plan involving the marketing and sale or partial sale of
the Company". In December 2009 and January 2010, RBC worked on numerous tasks to prepare a
sale process, including the preparation of a draft CIM and identifying potential bidders to purchase
GLG's control block.
13 RBC and Crew were aware that GLG could sell its interest to a third party without their
involvement. Neither contemplated, however, that a serious purchaser would conclude an
agreement without some form of due diligence, which would require a CIM and standstill
agreement.
14 In fact, Endeavour Financial Corporation ("Endeavour"), a Vancouver-based investment bank,
was in serious discussions with GLG to buy its control block, and was prepared to buy the block
without reliance on the RBC/Crew-controlled due diligence process and without the execution of a
CIM. In January 2010, Endeavour purchased GLG's shares and that of another institutional investor
through one of its subsidiaries on the Oslo Bors, bringing its holdings in Crew to just under 38%.
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Endeavour was not on RBC's list of potential bidders and RBC played no part in brokering the deal.
15 Immediately after the Endeavour purchase, OAO Severstal ("Severstal"), a Russian mining
company, began to significantly increase its holdings in Crew. As the trial judge described it, "the
race was then on between Endeavour and Severstal for the ultimate control and ownership of
Crew." By early April 2010, each had increased its absolute position -- Severstal owned almost 27%
and Endeavour owned almost 43% of the company. In July 2010, Severstal had increased its
shareholdings in Crew to just over 50%. Endeavour then sold its interest in Crew to Severstal in
mid-September. Severstal eventually acquired the remaining Crew shares in January 2011 through a
plan of arrangement.
16 While the takeover was unfolding, RBC offered to assist the Crew Board, but the offer was
refused. Instead, Crew engaged Genuity Capital Markets to assist it in the takeover matters. On
April 29, 2010, Crew terminated the Agreement. RBC immediately invoiced Crew for the Work Fee
covering a six-month period, ending January 2010, which Crew paid.
17 In late August 2010, RBC sent the first in a series of Success Fee invoices to Crew, claiming
an amount in excess of US$5,700,000, calculated on amounts paid by Severstal and Endeavour for
the shares they acquired in the open market or by agreement with institutional vendors in 2010.
Later, after Severstal purchased Endeavour's block, RBC sent an amended invoice for the Success
Fee for in excess of US$7,200,000.
18 As the trial judge explained, with the exception of the acquisition of the last remaining shares,
each of the trades leading up to the takeover by Severstal, including those obtained by Endeavour,
was through an open market transaction concluded on the Oslo Bors, and none of the transactions
triggered Canadian or Norwegian takeover laws.
19

After Crew refused to pay the Success Fee invoices, RBC started the underlying action.

III. THE TRIAL JUDGE'S REASONS
20 The trial judge rejected RBC's claim. After setting out the facts, he turned to consider the
positions of the parties.
21 RBC argued that the language of the Agreement was so broad and general as to permit the
claim even though RBC was not involved in Endeavour's or Severstal's purchases of Crew shares.
RBC argued that Severstal's activities between February and December 2010 in purchasing the
entirety of Crew's shares and thereafter taking the company private amounted to the sale of all of the
Company's shares to a third party. Alternatively, RBC argued that the separate purchases by
Endeavour and Severstal amounted to the sale of a "substantial portion of the shares... of the
Company to a third party". RBC relied on what it asserted was the expanded definition of
Transaction in the definition of "Transaction Proceeds" to argue that these purchases constituted
Transactions under the Agreement. RBC also asserted that, unlike the other fees payable under the
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Agreement, there was nothing to tie the Success Fee to services provided by RBC; and that the
payment of the Service Fee depended only on the closing of a Transaction. Finally, RBC relied on
the tail provision in support of the argument that it was entitled to a Success Fee so long as a
Transaction was concluded within 12 months of the termination of the Agreement, regardless of
RBC's contribution.
22 Crew argued that, for a Transaction to have taken place, RBC had to be involved in some
manner and that a Success Fee was only payable as a consequence of the provision of financial
advisory services. For a fee to be payable upon the "closing" of the Transaction, the Transaction
must arise from the work effort of RBC. The description of services contained in the RBC proposals
tabled before and after the execution of the Agreement underscored the notion RBC would be
controlling any process connected to a Transaction, and that the Success Fee was payable as a
function of the services performed. Crew also argued that RBC's interpretation, which would
require it to pay a Success Fee upon the conclusion of any transaction between a third party and
Crew's shareholders who were disposing of a control block, made no commercial sense.
23 After setting out the relevant principles of contractual interpretation, which were not in
dispute, the trial judge interpreted the Agreement.
24 First, he noted there was no ambiguity in the language used in respect of the terms
"Transaction" or "Success Fee". He held that, in interpreting the term "Transaction" and
determining the intention of the parties at the time the Agreement was drawn, it was too limiting to
simply have regard to the preamble and the extended definition found in "Transaction Proceeds", as
proposed by RBC, and that regard must be had to the Agreement as a whole.
25 The trial judge held that the Agreement was intended to speak to the rights and obligations of
the parties in engaging RBC as the "financial advisor in connection with a potential transaction...
involving the direct or indirect sale or disposition of the Company". The Agreement described a
range of services RBC was to provide, which anticipated RBC's involvement in the Transaction.
Under the Agreement, according to the trial judge, RBC was to be the "composer, arranger and
orchestrator -- if not the orchestra leader -- of the Transaction, in all its facets, for which it was to be
paid a series of fees for services rendered".
26 The trial judge concluded that RBC was not intended to receive a Success Fee unless there
was some causal link between its activities and the completed transaction, even though RBC was
not required to introduce the successful purchaser to the transaction and even though RBC's
involvement was not required to be a material cause of the transaction. The trial judge rejected
RBC's submission that the wording of "Transaction Proceeds" expanded the definition of
Transaction, concluding instead that it described the amounts to be included for Success Fee
calculation purposes.
27 The trial judge then reviewed the factual matrix. He found that the entire thrust of RBC's
strategy after the debt restructuring was to maximize shareholder value by creating and rolling out
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an RBC Alternative, namely a process for the sale of Crew's assets or control shares. RBC's
presentations all emphasized some form of an en bloc sale of assets or shares through a process
orchestrated by RBC. RBC never spoke of the possibility of a third party purchase. Further, it was
"not on anyone's radar" that any one of the RBC Alternatives would include a purchase of control
through the acquisition of sufficient shares on the Oslo Bors, or that any purchaser would acquire a
significant interest in Crew without a due diligence inquiry, which would have involved RBC.
28 The trial judge offered an alternative ground for his interpretation of the Agreement that was
not argued by the parties. The Agreement provided for the negotiation of an additional fee in the
event that there was "an investment by a third party in the Company that does not result in a change
of control". The trial judge characterized the share purchases by Severstal and Endeavour in the first
six months of 2010 to be a "substantial portion" of Crew's outstanding shares, but concluded that
these purchases did not amount to a change of control. Therefore, RBC would not be entitled to a
Success Fee on the purchases that took place in the lead up to an actual change of control. I note
here that Crew does not necessarily agree with this characterization and does not seek to uphold the
trial judge's decision on this basis.
IV. STANDARD OF REVIEW
29 The primary goal of contractual interpretation is to determine the objective intent of the parties
at the time the contract was drawn. Contractual interpretation involves the application of contractual
interpretation principles to the words of the contract, considered in light of the factual matrix, and is
therefore a question of mixed fact and law, which is entitled to deference absent a palpable and
overriding error: Sattva Capital Corp. v. Creston Moly Corp., 2014 SCC 53, [2014] 2 S.C.R. 633, at
paras. 50, 55. The palpable and overriding error test is met if the trial judge misapprehended the
evidence in that the findings are "clearly wrong", "unreasonable" or not "reasonably supported by
the evidence": L.(H.) v. Canada (Attorney General), 2005 SCC 25, [2005] 1 S.C.R. 401, at paras.
55-56.
30 Where an extricable error of law can be identified independent of the trial judge's application
of the law to the facts, the error is to be reviewed on a standard of correctness. Extricable errors of
law made in the course of contractual interpretation may include "the application of an incorrect
principle, the failure to consider a required element of a legal test, or the failure to consider a
relevant factor": Sattva, at para. 53, citing King v. Operating Engineers Training Institute of
Manitoba Inc., 2011 MBCA 80, 270 Man. R. (2d) 63, at para. 21. The circumstances in which a
question of law can be extricated from the interpretation process will be rare: Sattva, at para. 55.
V. ISSUES
31 RBC contends that, although the trial judge correctly identified the proper principles of
contractual interpretation, he did not apply these principles and, as such, committed errors of law.
RBC argues that there were three categories of extricable errors of law in the trial judge's
interpretation of the Agreement, which can be broadly described as follows:
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1.

The trial judge failed to consider the plain words of the Agreement in the
context of the contract as a whole, and in a manner that gives meaning to
all of its terms and that avoids an interpretation that would render one or
more of its terms ineffective.

2.

The trial judge failed to correctly consider the objective evidence of the
surrounding circumstances and relied on his findings as to the parties'
subjective intentions or the lack thereof, and allowed those findings to
overwhelm the wording of the Agreement.

3.

The trial judge failed to consider the commercial reasonableness of the
interpretation of the Agreement advanced by RBC.

32 Within these three categories, RBC seeks to identify specific errors. I will address each
category in turn.
VI. DISCUSSION
(1) Alleged Failure to Consider the Plain Words of the Agreement in the
Context of the Contract as a Whole
33 RBC contends that the trial judge failed to determine the meaning of the words in the
Agreement by construing the contract "as a whole, in a manner that gives meaning to all of its
terms, and avoids an interpretation that would render one or more of its terms ineffective": Salah v.
Timothy's Coffees of the World Inc., 2010 ONCA 673, 268 O.A.C. 279, at para. 16.
34 Here RBC relies on many of the same arguments it advanced at trial -- essentially that
"Transaction" is broadly defined in the Agreement; that the purchases by Endeavor and Severstal
fell within the enumerated examples of "Transaction" in the Agreement, as Endeavor's purchased a
"substantial portion" of Crew's shares and Severstal's purchases resulted in a "change of control";
and that the definition contained no express requirement for the involvement of Crew or RBC in the
Transaction.
35 As well, RBC says the trial judge ignored the fact that, while the other fees under the
Agreement are expressly linked to services provided by RBC, the Success Fee is payable upon "the
closing of the Transaction". RBC contends that this distinction supports the conclusion that a
"causal link" between its services and a Transaction was not necessary for entitlement to a Success
Fee. RBC also argues that the trial judge disregarded the broad definition of "Transaction
Proceeds", which it says does not exclude the sale of Crew shares from qualifying as a
"Transaction" simply on the basis that the shares were purchased on a stock exchange.
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36 All of these arguments were addressed by the trial judge at paras. 56 to 61 of his reasons. As
the trial judge observed, the specific words RBC relied on had to be considered in the context of the
Agreement as a whole. In rejecting its proposed interpretation, the trial judge did not, as RBC
alleges, fail to apply proper contract interpretation principles; rather, the trial judge applied the
principles, just not in the manner proposed by RBC.
37 The trial judge's interpretation of the Success Fee requirement as being linked to some action
on the part of RBC is a reasonable interpretation borne out by a consideration of the Agreement as a
whole.
38 As the trial judge observed, the Success Fee was payable in the context of RBC's engagement
as a financial advisor to Crew in connection with a potential Transaction. The range of services to
be provided by RBC covered the entire sale process, whatever form that took, and the Agreement
anticipated RBC's involvement in the Transaction. In exchange for these services, RBC was to
receive a variety of fees. RBC was unable to provide most of the anticipated advisory services
because of the intervention of the takeover and the way it took place. Indeed, the Agreement was
terminated only a few months after it had been concluded and, at that point, RBC was only on the
cusp of providing services with respect to the RBC Alternatives.
39 The Transaction was the culmination of RBC's financial advisory services, and the provision
of a very large "Success Fee" to be paid on completion of the Transaction was presumably meant to
reward RBC for its success in completing the Transaction and implied that there must be a
connection between the services provided by RBC and the Transaction. Indeed, all of the fees
payable under the Agreement, including the Success Fee, are stated to be "for its services
hereunder". This contemplates a nexus between RBC's services and all of the fees payable to RBC
under the Agreement, including the Success Fee.
40 RBC's approach to interpreting the Agreement is too narrow -- focusing on the terms
"Transaction" and "Transaction Proceeds", without considering the nature and substance of the
Agreement as a whole. In my view, there would have been an extricable error of law if the trial
judge had adopted the approach advocated by RBC and read the "provision[s] of [the] contract in
isolation rather than construe[d] the contract as a whole": 1298417 Ontario Ltd. v. Lakeshore
(Town), 2014 ONCA 802, 122 O.R. (3d) 401, at para. 8.
41 In addition to the arguments set out above, RBC claims that the trial judge ignored the tail
provision, which provided that RBC would be entitled to a Success Fee even if RBC did not solicit
the Transaction and where the agreement to effect the Transaction was entered into in the 12-month
period after the termination of the engagement (in other words, at a time when RBC had no
obligation to provide Crew with services under the Agreement). RBC says the tail provision
expressly contemplates that RBC will be paid for a Transaction in respect of which it did not
provide services, and that the trial judge failed to deal with this provision.
42

I agree with Crew that, while the trial judge might have fleshed out in greater detail his
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analysis of this provision and its impact on the interpretation of the Agreement, he adverted to the
wording of the tail provision at para. 60 of his reasons, where he stated that a causal link was
required even though "RBC was not required to introduce the successful purchaser to the
transaction", and even though "RBC's involvement was not required to be a material cause". As
well, his reasons as a whole reject the interpretation advanced by RBC. The tail provision simply
provides for the payment of a Success Fee if a mandate is carried out after the Agreement has been
terminated. This interpretation of the tail provision is not inconsistent with the requirement that the
Transaction in respect of which a Success Fee is payable relate to work performed by RBC before
the Agreement was terminated. Nor is this interpretation inconsistent with the evidence of Patrick
Meier, relied on by RBC, who testified about the commercial purpose of the clause.
43 Finally, RBC argues that the trial judge failed to recognize and apply the case law holding that
a contract may call for payment based solely on the occurrence of an event, without the
service-provider having to demonstrate that it caused or contributed to the event. RBC says that the
Agreement is similar to that in Galan v. Alenkno, [1950] O.R. 387 (C.A.) where the plaintiff was
entitled to a commission on any sale effected during the currency of its authority, including sales
that occurred without the plaintiff's intervention or assistance.
44 To the contrary, the trial judge did not dismiss out of hand RBC's claim for a Success Fee
because RBC had not provided services in respect of the transactions that occurred. Rather, he
interpreted the Agreement to determine whether a Success Fee was payable in such circumstances,
and concluded that in respect of this Agreement, a "causal link" was required before a Success Fee
was payable. Similarly, the fact that there are reported cases involving contracts that anticipate a fee
being paid on the occurrence of an event, without the provision of services in respect of the
transaction, does not assist: See, for example, Re Hemosol Corp., 37 C.B.R. (5th) 128. As RBC's
counsel submitted in argument, these cases simply stand for the principle that each contract must be
interpreted according to its own terms and factual context.
(2) Alleged Reliance on the Parties' Subjective Intentions and Failure to
Consider the Objective Surrounding Circumstances
45 In Dumbrell v. The Regional Group of Companies Inc., 2007 ONCA 59, 85 O.R. (3d) 616, at
para. 50, Doherty J.A. emphasized that, when interpreting written contracts in the context of
commercial relationships, it is not helpful to frame the analysis in terms of the subjective intention
of the parties at the time the contract was drawn. The purpose of the interpretation of a contract is
not to discover how the parties understood the language of the text they adopted, but to determine
the meaning of the contract against its objective contextual scheme. The focus must be on the intent
expressed in the written words. The court must consider, among other things, the contract as a
whole, the factual matrix underlying it, and the need to avoid commercial absurdity. But the court
does not consider the subjective intention of the parties: Downey v. Ecore International Inc., 2012
ONCA 480, 294 O.A.C. 200, at paras. 37-38 and Salah, at para. 16.
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46 RBC argues that the trial judge based his decision that RBC was not entitled to a Success Fee
unless there was some causal link between its activities and the Transaction, in large part on his
findings as to the parties' subjective intentions, or lack of thereof, and that he allowed evidence of
subjective intention to overwhelm his interpretation of the plain meaning of the Agreement. RBC
contends that the trial judge did not limit himself to the parties' objective intentions as expressed in
the words of the contract, as required.
47 There is no indication in the trial judge's reasons that he relied on any evidence of the parties'
subjective intentions in interpreting the Agreement. The passages RBC relies on (which appear to
be every occasion where the trial judge uses the words "intention" or "intended") simply do not
support this argument. An example is para. 57, where the trial judge stated that it was his view that
the Agreement was intended to speak to the rights and obligations of the parties in engaging RBC as
Crew's financial advisor, and that the words in the Agreement were intended to describe the services
RBC would undertake. The trial judge here was doing no more than determining, based on his
review of the Agreement, what was objectively intended by the Agreement, or the "intent expressed
in the written words". There is no reference to either Crew's or RBC's subjective intentions.
48 Nor is the trial judge's description of the takeover as "not on anyone's radar" a statement of the
parties' subjective intentions. This was simply a statement of an obvious background fact. The
parties agreed that the takeover was an unexpected event they had not contemplated when they
entered into the Agreement. And there is no indication, as argued by RBC, that the trial judge
dismissed its claim simply because it arose from an unanticipated transaction (which RBC contends
is an "absence" of subjective intentions). Rather, the trial judge was interpreting the Agreement to
determine whether the unanticipated transaction was a Transaction that would give rise to the
payment of a Success Fee under the Agreement.
49 Finally, RBC argues that the trial judge erred in interpreting the contract by relying on the
parties' conduct following the execution of the contract. RBC points to the trial judge's reference to
the conduct of the parties after learning of GLG's intention to sell its shares in Crew at paras. 70 and
71 of his reasons -- namely, that RBC attempted to ensure that either GLG's shares were sold to a
compliant buyer or that a standstill agreement would be concluded. RBC contends that this
contravened this court's caution that "evidence of subsequent conduct should be admitted only if the
contract remains ambiguous after considering its text and its factual matrix": Shewchuk v.
Blackmont Capital Inc., 2016 ONCA 912, 404 D.L.R. (4th) 512, at para. 46.
50 I disagree that, in interpreting the contract, the trial judge relied on the subsequent conduct of
the parties. These observations were made after he had interpreted the Agreement. They were not
part of his analysis of the meaning of the Agreement but confirmatory of his conclusions. The trial
judge specifically stated that this was "not part of the classical factual matrix" and was "consonant
with [his] conclusion on the intention of the parties at the time the Agreement was executed".
51

There is simply no merit to this ground of appeal. The trial judge did not make findings as to
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the parties' subjective intentions in entering the Agreement, nor did he allow evidence of subjective
intention to oust the plain words of the Agreement, as alleged by RBC.
(3)

Commercial Common Sense

52 RBC contends that the trial judge adopted an interpretation of the Agreement that was not "in
accordance with sound commercial principles and good business sense": Kentucky Fried Chicken v.
Scott's Food Services Inc. (1998), 41 B.L.R. (2d) 42 (Ont. C.A.), at para. 27. In particular, RBC
argues that the trial judge failed to recognize the business reasons for allocating risk in contracts by
providing for payment based on the occurrence of an event rather than services rendered, and that
the trial judge failed to appreciate that it would be impracticable to require RBC to demonstrate the
extent to which it caused or contributed to a transaction.
53 RBC relies principally on the evidence of its witness, Patrick Meier, RBC's lead investment
banker on the Crew mandate, who provided an explanation of the commercial purposes for
transaction-based fees in investment banking contracts. In Kentucky Fried Chicken, however, this
court cautioned that the construction of contracts in accordance with sound commercial principles
and good business sense must be done objectively rather than from the perspective of the
contracting parties. Further, Mr. Meier's evidence did not fully support RBC's interpretation. He
acknowledged under cross-examination that some connection to the services provided would be
required before a Success Fee would be payable.
54 Simply because the trial judge did not analyze the parties' arguments on this point under a
separate heading does not mean that he ignored the commercial realities in interpreting the
Agreement. Considerations of commercial reasonableness permeate his reasons. The objective
evidence of the circumstances or factual matrix in this case was that both parties had a plan to
embark on a sale process, which they were unable to complete because of the unanticipated
takeover. The trial judge made a specific finding on the evidence that was available to him (and
which has not been argued or demonstrated to be a palpable and overriding error) that the parties
anticipated a sale process. The expectation was that RBC would have provided services in
connection to the process culminating in the closing of a Transaction to warrant payment of a
Success Fee.
55 I agree with Crew that the interpretation adopted by the trial judge was not commercially
unreasonable and made commercial sense. Although the words of the Agreement might bear the
interpretation RBC proposes, the interpretation advocated by RBC would have resulted in a
significant windfall, with RBC receiving a very large Success Fee where there was no association
between any services it provided Crew and the transactions, and where Crew was not in a position
to avail itself of RBC's services.
56 RBC also argues that the trial judge failed to recognize the commercial sense in the allocation
of risk in contracts that call for payment upon the occurrence of an event, such as in the real estate
context. I agree with Crew that the commercial context here is very different from an exclusive
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listing agreement in the real estate agency context. Here, the Crew Board retained RBC to assist the
company in pursuing specific strategic alternatives to maximize shareholder value. In my view, the
requirement to pay the significant fee claimed by RBC in respect of the transactions that occurred,
which did not relate in any way to RBC's financial services would be commercially unreasonable.
VII. CONCLUSION AND DISPOSITION
57 For these reasons I would dismiss the appeal. I would award Crew its costs fixed at $40,000,
inclusive of HST and disbursements.
K.M. van RENSBURG J.A.
K.M. WEILER J.A.:-- I agree.
G. HUSCROFT J.A.:-- I agree.

TAB 6

&UHVWRQ0RO\&RUSY6DWWYD&DSLWDO&RUS6&&&6&
6&&&6&&DUVZHOO%&&DUVZHOO%&




0RVW1HJDWLYH7UHDWPHQW&KHFNVXEVHTXHQWKLVWRU\DQGUHODWHGWUHDWPHQWV
2014 SCC 53, 2014 CSC 53
Supreme Court of Canada
Creston Moly Corp. v. Sattva Capital Corp.
2014 CarswellBC 2267, 2014 CarswellBC 2268, 2014 SCC 53, 2014 CSC 53, [2014] 2 S.C.R. 633,
[2014] 9 W.W.R. 427, [2014] B.C.W.L.D. 5218, [2014] B.C.W.L.D. 5219, [2014] B.C.W.L.D.
5230, [2014] B.C.W.L.D. 5255, [2014] S.C.J. No. 53, 242 A.C.W.S. (3d) 266, 25 B.L.R. (5th) 1,
358 B.C.A.C. 1, 373 D.L.R. (4th) 393, 461 N.R. 335, 59 B.C.L.R. (5th) 1, 614 W.A.C. 1
Sattva Capital Corporation (formerly Sattva Capital Inc.), Appellant and Creston
Moly Corporation (formerly Georgia Ventures Inc.), Respondent and Attorney
General of British Columbia and BCICAC Foundation, Interveners
McLachlin C.J.C., LeBel, Abella, Rothstein, Moldaver, Karakatsanis, Wagner JJ.
Heard: December 12, 2013
Judgment: August 1, 2014
Docket: 35026
3URFHHGLQJV UHYHUVLQJ Creston Moly Corp. v. Sattva Capital Corp.    :$&  
%&$&%/5 WK %&/5 WK %&&$&DUVZHOO%&%HQQHWW
-$.LUNSDWULFN-$1HLOVRQ-$ %&&$ UHYHUVLQJCreston Moly Corp. v. Sattva Capital Corp.
   &DUVZHOO%&   %&6&   %/5 WK   $UPVWURQJ - %& 6&  DQG
UHYHUVLQJCreston Moly Corp. v. Sattva Capital Corp.  '/5 WK %&&$
 &DUVZHOO%&   %&/5 WK   /HYLQH -$ /RZ -$ 1HZEXU\ -$ %& &$ 
UHYHUVLQJ Creston Moly Corp. v. Sattva Capital Corp.    %&6&   &DUVZHOO%&
*UH\HOO- %&6& 

&RXQVHO0LFKDHO$)HGHU7DPP\6KRUDQLFNIRU$SSHOODQW
'DUUHOO:5REHUWV4&'DYLG0LWFKHOOIRU5HVSRQGHQW
-RQDWKDQ(DGHV0LFDK:HLQWUDXEIRU,QWHUYHQHU$WWRUQH\*HQHUDORI%ULWLVK&ROXPELD
'DYLG:RWKHUVSRRQ*DYLQ5&DPHURQIRU,QWHUYHQHU%&,&$&)RXQGDWLRQ
6XEMHFW&LYLO3UDFWLFHDQG3URFHGXUH&RQWUDFWV&RUSRUDWHDQG&RPPHUFLDO3XEOLF

+HDGQRWH

$OWHUQDWLYHGLVSXWHUHVROXWLRQ$SSHDOIURPDUELWUDWLRQDZDUGV²4XHVWLRQRIODZ
'LVSXWH DURVH EHWZHHQ &0 DQG 6& UHJDUGLQJ 6&¶V ILQGHU¶V IHH XQGHU IHH DJUHHPHQW ZLWK 6& WDNLQJ
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TXHVWLRQ RI ODZ EXW TXHVWLRQ RI IDFW RU PL[HG IDFW DQG ODZ ² &0¶V DSSHDO IURP GHFLVLRQ WR GLVPLVV
DSSOLFDWLRQIRUOHDYHWRDSSHDODUELWUDWRU¶VDZDUGRIGDPDJHVZDVDOORZHG²&$/HDYH&RXUWGHFLGHG
WKDWWKHFRQVWUXFWLRQRIVRIDJUHHPHQWDQGLQSDUWLFXODU³PD[LPXPDPRXQW´SURYLVRZDVTXHVWLRQ
RI ODZ ² 6&¶V DSSHDO WR 6XSUHPH &RXUW RI &DQDGD DOORZHG ² +LVWRULFDO DSSURDFK UHJDUGLQJ
GHWHUPLQDWLRQRIOHJDOULJKWVDQGREOLJDWLRQVRISDUWLHVXQGHUZULWWHQFRQWUDFWDVTXHVWLRQRIODZVKRXOG
EHDEDQGRQHG²(YHQLILWKDGEHHQTXHVWLRQRIODZ&RXUWRI$SSHDO/HDYH&RXUWVKRXOGKDYHGHIHUUHG
WRGHFLVLRQRI6XSUHPH&RXUW/HDYH&RXUW
$OWHUQDWLYHGLVSXWHUHVROXWLRQ$SSHDOIURPDUELWUDWLRQDZDUGV²/HDYHWRDSSHDO²0LVFHOODQHRXV
'LVSXWH DURVH EHWZHHQ &0 DQG 6& UHJDUGLQJ 6&¶V ILQGHU¶V IHH XQGHU IHH DJUHHPHQW ZLWK 6& WDNLQJ
SRVLWLRQ WKDW LW ZDV HQWLWOHG WR EH SDLG LQ VKDUHV RI &0 YDOXHG DW  SHU VKDUH ² &0 EURXJKW
DSSOLFDWLRQIRUOHDYHWRDSSHDODUELWUDWLRQDZDUGDQGFKDPEHUVMXGJHGLVPLVVHGDSSOLFDWLRQDVLWZDVQRW
EURXJKWRQEDVLVRITXHVWLRQRIODZEXWRQTXHVWLRQRIIDFWRUPL[HGIDFWDQGODZ²&0¶VDSSHDOIURP
GHFLVLRQ WR GLVPLVV DSSOLFDWLRQ IRU OHDYH WR DSSHDO DUELWUDWRU¶V DZDUG RI GDPDJHV ZDV DOORZHG ² &$
/HDYH&RXUWGHFLGHGWKDWWKHFRQVWUXFWLRQRIVRI$JUHHPHQWDQGLQSDUWLFXODU³PD[LPXPDPRXQW´
SURYLVR ZDV TXHVWLRQ RI ODZ ² 6&¶V DSSHDO WR 6XSUHPH &RXUW RI &DQDGD DOORZHG ² 8QOHVV &RXUW
SODFHV UHVWULFWLRQV LQ RUGHU JUDQWLQJ OHDYH RUGHU JUDQWLQJ OHDYH LV ³DW ODUJH´ ² $SSHOODQWV PD\ UDLVH
LVVXHV RQ DSSHDO WKDW ZHUH QRW VHW RXW LQ OHDYH DSSOLFDWLRQ ² +LVWRULFDO DSSURDFK UHJDUGLQJ
GHWHUPLQDWLRQRIOHJDOULJKWVDQGREOLJDWLRQVRISDUWLHVXQGHUZULWWHQFRQWUDFWDVTXHVWLRQRIODZVKRXOG
EHDEDQGRQHG²(YHQLILWKDGEHHQTXHVWLRQRIODZ&RXUWRI$SSHDO/HDYH&RXUWVKRXOGKDYHGHIHUUHG
WRGHFLVLRQRI6XSUHPH&RXUW/HDYH&RXUW
%XVLQHVVDVVRFLDWLRQV3RZHUVULJKWVDQGOLDELOLWLHV²&RQWUDFWVE\FRUSRUDWLRQV²0LVFHOODQHRXV
'LVSXWH DURVH EHWZHHQ &0 DQG 6& UHJDUGLQJ 6&¶V ILQGHU¶V IHH XQGHU IHH DJUHHPHQW ZLWK 6& WDNLQJ
SRVLWLRQWKDWLWZDVHQWLWOHGWREHSDLGLQVKDUHVRI&0YDOXHGDWSHUVKDUH²$UELWUDWRUIRXQGWKDW
XQGHU DJUHHPHQW 6& ZDV HQWLWOHG WR IHH HTXDO WR PD[LPXP DPRXQW SD\DEOH SXUVXDQW WR UXOHV DQG
SROLFLHV RI 76; 9HQWXUH ([FKDQJH DQG TXDQWXP RI IHH ZDV 86 PLOOLRQ ² $UELWUDWRU IRXQG WKDW
XQGHUDJUHHPHQWIHHZDVSD\DEOHLQVKDUHVEDVHGRQPDUNHWSULFHDVGHILQHGLQDJUHHPHQWXQOHVV6&
HOHFWHGWRWDNHLWLQFDVKRUFRPELQDWLRQRIFDVKDQGVKDUHV²$UELWUDWRUIRXQGPDUNHWSULFHDVGHILQHG
LQDJUHHPHQWZDVSHUVKDUH²&0DSSHDOHGDUELWUDWLRQDZDUGZLWKRXWVXFFHVV²)XUWKHUDSSHDO
ZDV DOORZHG &RXUW RI $SSHDO KROGLQJ WKDWWR JLYH HIIHFW RQO\ WR ³PDUNHW SULFH´ GHILQLWLRQ UHVXOWHG LQ
DEVXUGLW\ WKDW FRXOG QRW UHDVRQDEO\ EH ZLWKLQ FRQWHPSODWLRQ RI SDUWLHV RU LQ DFFRUGDQFH ZLWK JRRG
EXVLQHVVVHQVH²6&¶VDSSHDOWR6XSUHPH&RXUWRI&DQDGDDOORZHG²$UELWUDWRU¶VGHFLVLRQWKDWVKDUHV
VKRXOG EH SULFHG DFFRUGLQJ WR 0DUNHW 3ULFH GHILQLWLRQ JDYH HIIHFW WR ERWK 0DUNHW 3ULFH GHILQLWLRQ DQG
³PD[LPXP DPRXQW´ SURYLVR ² $UELWUDWRU¶V LQWHUSUHWDWLRQ RI DJUHHPHQW DFKLHYHG JRDO E\ UHFRQFLOLQJ
PDUNHWSULFHGHILQLWLRQDQG³PD[LPXPDPRXQW´SURYLVRLQUHDVRQDEOHPDQQHU
&RQWUDFWV&RQVWUXFWLRQDQGLQWHUSUHWDWLRQ²5HVROYLQJDPELJXLWLHV²5HDVRQDEOHQHVV
'LVSXWH DURVH EHWZHHQ &0 DQG 6& UHJDUGLQJ 6&¶V ILQGHU¶V IHH XQGHU IHH DJUHHPHQW ZLWK 6& WDNLQJ
SRVLWLRQWKDWLWZDVHQWLWOHGWREHSDLGLQVKDUHVRI&0YDOXHGDWSHUVKDUH²$UELWUDWRUIRXQGWKDW
XQGHU DJUHHPHQW 6& ZDV HQWLWOHG WR IHH HTXDO WR PD[LPXP DPRXQW SD\DEOH SXUVXDQW WR UXOHV DQG
SROLFLHV RI 76; 9HQWXUH ([FKDQJH DQG TXDQWXP RI IHH ZDV 86 PLOOLRQ ² $UELWUDWRU IRXQG WKDW
XQGHUDJUHHPHQWIHHZDVSD\DEOHLQVKDUHVEDVHGRQPDUNHWSULFHDVGHILQHGLQDJUHHPHQWXQOHVV6&
HOHFWHGWRWDNHLWLQFDVKRUFRPELQDWLRQRIFDVKDQGVKDUHV²$UELWUDWRUIRXQGPDUNHWSULFHDVGHILQHG
LQDJUHHPHQWZDVSHUVKDUH²&0DSSHDOHGDUELWUDWLRQDZDUGZLWKRXWVXFFHVV²)XUWKHUDSSHDO
ZDV DOORZHG &RXUW RI $SSHDO KROGLQJ WKDWWR JLYH HIIHFW RQO\ WR ³PDUNHW SULFH´ GHILQLWLRQ UHVXOWHG LQ
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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DEVXUGLW\ WKDW FRXOG QRW UHDVRQDEO\ EH ZLWKLQ FRQWHPSODWLRQ RI SDUWLHV RU LQ DFFRUGDQFH ZLWK JRRG
EXVLQHVVVHQVH²6&¶VDSSHDOWR6XSUHPH&RXUWRI&DQDGDDOORZHG²$UELWUDWRU¶VGHFLVLRQWKDWVKDUHV
VKRXOG EH SULFHG DFFRUGLQJ WR 0DUNHW 3ULFH GHILQLWLRQ JDYH HIIHFW WR ERWK 0DUNHW 3ULFH GHILQLWLRQ DQG
³PD[LPXP DPRXQW´ SURYLVR ² $UELWUDWRU¶V LQWHUSUHWDWLRQ RI DJUHHPHQW DFKLHYHG JRDO E\ UHFRQFLOLQJ
PDUNHWSULFHGHILQLWLRQDQG³PD[LPXPDPRXQW´SURYLVRLQUHDVRQDEOHPDQQHU
5pVROXWLRQDOWHUQDWLYHGHVFRQIOLWV$SSHOLQWHUMHWpjO¶HQFRQWUHGHVHQWHQFHVDUELWUDOHV²4XHVWLRQGH
GURLW
/LWLJHRSSRVDLW&0HW6&FRQFHUQDQWOHVKRQRUDLUHVG¶LQWHUPpGLDWLRQGH6&TXLpWDLHQWSUpYXVGDQVXQH
HQWHQWHHWTXLVHORQ6&GHYDLHQWOXLrWUHSD\pVVRXVIRUPHG¶DFWLRQVGH&0pYDOXpHVjFHQWVO¶XQLWp
²$UELWUHDFRQFOXTXHODERXUVHDXUDLWSUREDEOHPHQWpYDOXpOHVKRQRUDLUHVG¶LQWHUPpGLDWLRQjFHQWV
O¶XQLWpHQYHUWXGHVWHUPHVGHO¶HQWHQWHHWTXH6&DYDLWSHUGXO¶RFFDVLRQGHYHQGUHOHVDFWLRQVjFHSUL[
² &0 D GpSRVp XQH GHPDQGH G¶DXWRULVDWLRQ G¶DSSHO j O¶HQFRQWUH GH OD VHQWHQFH DUELWUDOH HW OH MXJH
VLpJHDQWHQVRQFDELQHWDUHMHWpODGHPDQGHDXPRWLITX¶HOOHQHVRXOHYDLWSDVXQHTXHVWLRQGHGURLWPDLV
XQHTXHVWLRQPL[WHGHIDLWHWGHGURLW²$SSHOLQWHUMHWpSDU&0jO¶HQFRQWUHGHODGpFLVLRQD\DQWUHMHWp
OD GHPDQGH G¶DXWRULVDWLRQ G¶DSSHOHU j O¶HQFRQWUH GH OD VHQWHQFH DUELWUDOH SRUWDQW VXU OHV
GRPPDJHVLQWpUrWVDpWpDFFXHLOOL²)RUPDWLRQGHOD&RXUG¶DSSHOVDLVLHGHODGHPDQGHG¶DXWRULVDWLRQD
FRQFOX TXH O¶LQWHUSUpWDWLRQ GH O¶DUW  GH O¶HQWHQWH HW HQ SDUWLFXOLHU GH OD VWLSXODWLRQ UHODWLYH DX ©
SODIRQGªFRQVWLWXDLWXQHTXHVWLRQGHGURLW²3RXUYRLGH6&IRUPpGHYDQWOD&RXUVXSUrPHGX&DQDGD
DFFXHLOOL²$SSURFKHTXLDSUpYDOXSDUOHSDVVpVHORQODTXHOOHODGpWHUPLQDWLRQGHVGURLWVHWREOLJDWLRQV
MXULGLTXHV GHV SDUWLHV j XQ FRQWUDW pFULW pWDLW FRQVLGpUpH FRPPH XQH TXHVWLRQ GH GURLW GHYUDLW rWUH
DEDQGRQQpH²0rPHV¶LOV¶pWDLWDJLG¶XQHTXHVWLRQGHGURLWODIRUPDWLRQGHOD&RXUG¶DSSHOVDLVLHGHOD
GHPDQGHG¶DXWRULVDWLRQDXUDLWGV¶HQUHPHWWUHjODGpFLVLRQGHODIRUPDWLRQGHOD&RXUVXSUrPHVDLVLH
GHODGHPDQGHG¶DXWRULVDWLRQ
5pVROXWLRQDOWHUQDWLYH GHV FRQIOLWV  $SSHOLQWHUMHWpjO¶HQFRQWUHGHVHQWHQFHVDUELWUDOHV² 'HPDQGH
G¶DXWRULVDWLRQG¶DSSHO²'LYHUV
/LWLJHRSSRVDLW&0HW6&FRQFHUQDQWOHVKRQRUDLUHVG¶LQWHUPpGLDWLRQGH6&TXLpWDLHQWSUpYXVGDQVXQH
HQWHQWHHWTXLVHORQ6&GHYDLHQWOXLrWUHSD\pVVRXVIRUPHG¶DFWLRQVGH&0pYDOXpHVjFHQWVO¶XQLWp
² &0 D GpSRVp XQH GHPDQGH G¶DXWRULVDWLRQ G¶DSSHO j O¶HQFRQWUH GH OD VHQWHQFH DUELWUDOH HW OH MXJH
VLpJHDQWHQVRQFDELQHWDUHMHWpODGHPDQGHDXPRWLITX¶HOOHQHVRXOHYDLWSDVXQHTXHVWLRQGHGURLWPDLV
XQHTXHVWLRQPL[WHGHIDLWHWGHGURLW²$SSHOLQWHUMHWpSDU&0jO¶HQFRQWUHGHODGpFLVLRQD\DQWUHMHWp
OD GHPDQGH G¶DXWRULVDWLRQ G¶DSSHOHU j O¶HQFRQWUH GH OD VHQWHQFH DUELWUDOH SRUWDQW VXU OHV
GRPPDJHVLQWpUrWVDpWpDFFXHLOOL²)RUPDWLRQGHOD&RXUG¶DSSHOVDLVLHGHODGHPDQGHG¶DXWRULVDWLRQD
FRQFOX TXH O¶LQWHUSUpWDWLRQ GH O¶DUW  GH O¶HQWHQWH HW HQ SDUWLFXOLHU GH OD VWLSXODWLRQ UHODWLYH DX ©
SODIRQGªFRQVWLWXDLWXQHTXHVWLRQGHGURLW²3RXUYRLGH6&IRUPpGHYDQWOD&RXUVXSUrPHGX&DQDGD
DFFXHLOOL²¬PRLQVTXHOD&RXUQ¶LPSRVHGHVUHVWULFWLRQVGDQVO¶RUGRQQDQFHDFFRUGDQWO¶DXWRULVDWLRQ
FHWWHRUGRQQDQFHHVWGH©SRUWpHJpQpUDOHª²$SSHODQWSHXWVRXOHYHUHQDSSHOXQHTXHVWLRQTXLQ¶pWDLW
SDV pQRQFpH GDQV OD GHPDQGH G¶DXWRULVDWLRQ ² $SSURFKH TXL D SUpYDOX SDU OH SDVVp VHORQ ODTXHOOH OD
GpWHUPLQDWLRQGHVGURLWVHWREOLJDWLRQVMXULGLTXHVGHVSDUWLHVjXQFRQWUDWpFULWpWDLWFRQVLGpUpHFRPPH
XQH TXHVWLRQ GH GURLW GHYUDLW rWUH DEDQGRQQpH ² 0rPH V¶LO V¶pWDLW DJL G¶XQH TXHVWLRQ GH GURLW OD
IRUPDWLRQGHOD&RXUG¶DSSHOVDLVLHGHODGHPDQGHG¶DXWRULVDWLRQDXUDLWGV¶HQUHPHWWUHjODGpFLVLRQGH
ODIRUPDWLRQGHOD&RXUVXSUrPHVDLVLHGHODGHPDQGHG¶DXWRULVDWLRQ
$VVRFLDWLRQV G¶DIIDLUHV  3RXYRLUV GURLWV HW UHVSRQVDELOLWpV ² &RQWUDWV VLJQpV SDU OD VRFLpWp ²
4XHVWLRQVGLYHUVHV
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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/LWLJHRSSRVDLW&0HW6&FRQFHUQDQWOHVKRQRUDLUHVG¶LQWHUPpGLDWLRQGH6&TXLpWDLHQWSUpYXVGDQVXQH
HQWHQWHHWTXLVHORQ6&GHYDLHQWOXLrWUHSD\pVVRXVIRUPHG¶DFWLRQVGH&0pYDOXpHVjFHQWVO¶XQLWp
² $UELWUH D FRQFOX TX¶HQ YHUWX GH O¶HQWHQWH 6& DYDLW GURLW j GHV KRQRUDLUHV pTXLYDODQW DX PRQWDQW
PD[LPDOSD\DEOHHQYHUWXGHVUqJOHVHWGHVSROLWLTXHVGHOD%RXUVHGHFURLVVDQFH76;HWOHPRQWDQWGHV
KRQRUDLUHVV¶pOHYDLWjPLOOLRQ86²$UELWUHDFRQFOXTX¶HQYHUWXGHO¶HQWHQWHOHVKRQRUDLUHVpWDLHQW
SD\DEOHVVRXVIRUPHG¶DFWLRQVHQIRQFWLRQGXFRXUVWHOTXHO¶HQWHQWHOHSUpYR\DLWjPRLQVTXH6&QH
FKRLVLVVH G¶rWUH SD\pH HQ DUJHQW FRPSWDQW RX j OD IRLV HQ DUJHQW FRPSWDQW HW VRXV IRUPH G¶DFWLRQV ²
$UELWUHDFRQFOXTXHOHFRXUVVHORQODGpILQLWLRQTX¶HQGRQQDLWO¶HQWHQWHV¶pWDEOLVVDLWjFHQWVO¶XQLWp
² &0 D LQWHUMHWp DSSHO j O¶HQFRQWUH GH OD VHQWHQFH DUELWUDOH VDQV VXFFqV ² &RXU G¶DSSHO D DFFXHLOOL
O¶DSSHODSUqVTXHOD&RXUDLWHVWLPpTXHGHGRQQHUHIIHWTX¶jODGpILQLWLRQGX©FRXUVªGRQQDLWOLHXjXQH
DEVXUGLWpTXHOHVSDUWLHVQ¶DYDLHQWUDLVRQQDEOHPHQWSDVYRXOXFUpHURXTXLQHFRUUHVSRQGDLWSDVDXERQ
VHQVGHVDIIDLUHV²3RXUYRLIRUPpSDU6&GHYDQWOD&RXUVXSUrPHGX&DQDGDDFFXHLOOL²'pFLVLRQGH
O¶DUELWUHVHORQODTXHOOHOHVDFWLRQVGHYUDLHQWrWUHpYDOXpHVHQIRQFWLRQGHODGpILQLWLRQGXFRXUVGRQQDLW
HIIHWQRQVHXOHPHQWjODGpILQLWLRQGXFRXUVPDLVpJDOHPHQWjODVWLSXODWLRQUHODWLYHDX©SODIRQGª²
,QWHUSUpWDWLRQ SDU O¶DUELWUH GH O¶HQWHQWH DWWHLJQDLW FHW REMHFWLI HQ FRQFLOLDQW OD GpILQLWLRQ GX FRXUV HW OD
VWLSXODWLRQUHODWLYHDX©SODIRQGªG¶XQHPDQLqUHTXLQHSRXYDLWrWUHFRQVLGpUpHFRPPHGpUDLVRQQDEOH
&RQWUDWV,QWHUSUpWDWLRQ²5pVROXWLRQGHVDPELJXwWpV²&DUDFWqUHUDLVRQQDEOH
/LWLJHRSSRVDLW&0HW6&FRQFHUQDQWOHVKRQRUDLUHVG¶LQWHUPpGLDWLRQGH6&TXLpWDLHQWSUpYXVGDQVXQH
HQWHQWHHWTXLVHORQ6&GHYDLHQWOXLrWUHSD\pVVRXVIRUPHG¶DFWLRQVGH&0pYDOXpHVjFHQWVO¶XQLWp
² $UELWUH D FRQFOX TX¶HQ YHUWX GH O¶HQWHQWH 6& DYDLW GURLW j GHV KRQRUDLUHV pTXLYDODQW DX PRQWDQW
PD[LPDOSD\DEOHHQYHUWXGHVUqJOHVHWGHVSROLWLTXHVGHOD%RXUVHGHFURLVVDQFH76;HWOHPRQWDQWGHV
KRQRUDLUHVV¶pOHYDLWjPLOOLRQ86²$UELWUHDFRQFOXTX¶HQYHUWXGHO¶HQWHQWHOHVKRQRUDLUHVpWDLHQW
SD\DEOHVVRXVIRUPHG¶DFWLRQVHQIRQFWLRQGXFRXUVWHOTXHO¶HQWHQWHOHSUpYR\DLWjPRLQVTXH6&QH
FKRLVLVVH G¶rWUH SD\pH HQ DUJHQW FRPSWDQW RX j OD IRLV HQ DUJHQW FRPSWDQW HW VRXV IRUPH G¶DFWLRQV ²
$UELWUHDFRQFOXTXHOHFRXUVVHORQODGpILQLWLRQTX¶HQGRQQDLWO¶HQWHQWHV¶pWDEOLVVDLWjFHQWVO¶XQLWp
² &0 D LQWHUMHWp DSSHO j O¶HQFRQWUH GH OD VHQWHQFH DUELWUDOH VDQV VXFFqV ² &RXU G¶DSSHO D DFFXHLOOL
O¶DSSHODSUqVTXHOD&RXUDLWHVWLPpTXHGHGRQQHUHIIHWTX¶jODGpILQLWLRQGX©FRXUVªGRQQDLWOLHXjXQH
DEVXUGLWpTXHOHVSDUWLHVQ¶DYDLHQWUDLVRQQDEOHPHQWSDVYRXOXFUpHURXTXLQHFRUUHVSRQGDLWSDVDXERQ
VHQVGHVDIIDLUHV²3RXUYRLIRUPpSDU6&GHYDQWOD&RXUVXSUrPHGX&DQDGDDFFXHLOOL²'pFLVLRQGH
O¶DUELWUHVHORQODTXHOOHOHVDFWLRQVGHYUDLHQWrWUHpYDOXpHVHQIRQFWLRQGHODGpILQLWLRQGXFRXUVGRQQDLW
HIIHWQRQVHXOHPHQWjODGpILQLWLRQGXFRXUVPDLVpJDOHPHQWjODVWLSXODWLRQUHODWLYHDX©SODIRQGª²
,QWHUSUpWDWLRQ SDU O¶DUELWUH GH O¶HQWHQWH DWWHLJQDLW FHW REMHFWLI HQ FRQFLOLDQW OD GpILQLWLRQ GX FRXUV HW OD
VWLSXODWLRQUHODWLYHDX©SODIRQGªG¶XQHPDQLqUHTXLQHSRXYDLWrWUHFRQVLGpUpHFRPPHGpUDLVRQQDEOH
7KHGLVSXWHFRQFHUQHGZKLFKGDWHVKRXOGEHXVHGWRGHWHUPLQHWKHSULFHRIVKDUHVDQGWKXVWKHQXPEHU
RIVKDUHVWRZKLFK6&ZDVHQWLWOHG7KHDUELWUDWRUUXOHGLQIDYRXURI6&DQG&0VRXJKWOHDYHWRDSSHDO
IURP WKH 6XSUHPH &RXUW /HDYH &RXUW ZKLFK GLVPLVVHG WKH DSSOLFDWLRQ RQ WKH JURXQGV WKDW LW GLG QRW
LQYROYH D TXHVWLRQ RI ODZ EXW UDWKHU PL[HG IDFW DQG ODZ 7KH &RXUW RI $SSHDO JUDQWHG &0 OHDYH WR
DSSHDOKROGLQJWKDWLWZDVDTXHVWLRQRIODZ7KH6XSUHPH&RXUWGLVPLVVHGWKHDSSHDOEXWWKH&RXUWRI
$SSHDO UHYHUVHG WKLV GHFLVLRQ DQG IRXQG LQ IDYRXU RI &0 6& DSSHDOHG ERWK WKLV GHFLVLRQ DQG WKH
GHFLVLRQRIWKH&RXUWRI$SSHDO/HDYH&RXUWWRWKH6XSUHPH&RXUWRI&DQDGD
+HOG7KHDSSHDOVZHUHDOORZHG
3HU5RWKVWHLQ- 0F/DFKOLQ&-&/H%HO$EHOOD0ROGDYHU.DUDNDWVDQLVDQG:DJQHU--FRQFXUULQJ 
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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7KH LVVXH RI ZKHWKHU WKH &RXUW RI $SSHDO /HDYH &RXUW HUUHG LQ ILQGLQJ D TXHVWLRQ RI ODZ IRU WKH
SXUSRVHVRIJUDQWLQJOHDYHWRDSSHDOZDVSURSHUO\EHIRUHWKH&RXUW:KLOHWKHVXEMHFWRIWKHDSSHDOZDV
LPSRUWDQW WR WKH SDUWLHV WKH TXHVWLRQ ZDV QRW D TXHVWLRQ RI ODZ ZLWKLQ WKH PHDQLQJ RI V  RI WKH
$UELWUDWLRQ$FW+LVWRULFDOO\GHWHUPLQLQJWKHOHJDOULJKWVDQGREOLJDWLRQVRIWKHSDUWLHVXQGHUDZULWWHQ
FRQWUDFW ZDV FRQVLGHUHG D TXHVWLRQ RI ODZ &DQDGLDQ FRXUWV KRZHYHU KDYH PRYHG DZD\ IURP WKLV
KLVWRULFDO DSSURDFK 7KH LQWHUSUHWDWLRQ RI FRQWUDFWV KDV HYROYHG WRZDUGV D SUDFWLFDO FRPPRQVHQVH
DSSURDFKQRWGRPLQDWHGE\WHFKQLFDOUXOHVRIFRQVWUXFWLRQ7KHRYHUULGLQJFRQFHUQLVWRGHWHUPLQH³WKH
LQWHQWRIWKHSDUWLHVDQGWKHVFRSHRIWKHLUXQGHUVWDQGLQJ´4XHVWLRQVRIODZ³TXHVWLRQVDERXWZKDWWKH
FRUUHFW OHJDO WHVW LV´ <HW LQ FRQWUDFWXDO LQWHUSUHWDWLRQ WKH JRDO RI WKH H[HUFLVH LV WR DVFHUWDLQ WKH
REMHFWLYH LQWHQW RI WKH SDUWLHV 2QH FHQWUDO SXUSRVH RI GUDZLQJ D GLVWLQFWLRQ EHWZHHQ TXHVWLRQV RI ODZ
DQGWKRVHRIPL[HGIDFWDQGODZLVWROLPLWWKHLQWHUYHQWLRQRIDSSHOODWHFRXUWVWRFDVHVZKHUHWKHUHVXOWV
FDQ EH H[SHFWHG WR KDYH DQ LPSDFW EH\RQG WKH SDUWLHV WR WKH SDUWLFXODU GLVSXWH 7KH OHJDO REOLJDWLRQV
DULVLQJIURPDFRQWUDFWDUHLQPRVWFDVHVOLPLWHGWRWKHLQWHUHVWRIWKHSDUWLFXODUSDUWLHV7KHIDFWWKDWWKH
OHJDO V\VWHP OHDYHV EURDG VFRSH WR WULEXQDOV RI ILUVW LQVWDQFH WR UHVROYH LVVXHV RI OLPLWHG DSSOLFDWLRQ
VXSSRUWVWUHDWLQJFRQWUDFWXDOLQWHUSUHWDWLRQDVDTXHVWLRQRIPL[HGIDFWDQGODZ
7KHLVVXHZKHWKHUWKHSURSRVHGDSSHDOZDVRQDTXHVWLRQRIODZZDVH[SUHVVO\DUJXHGEHIRUHWKH/HDYH
&RXUWV RI ERWK WKH 6XSUHPH &RXUW DQG &RXUW RI $SSHDO 7KHUH ZDV QR UHDVRQ ZK\ 6& VKRXOG EH
SUHFOXGHGIURPUDLVLQJWKLVLVVXHRQDSSHDOGHVSLWHWKHIDFWLWZDVQRWPHQWLRQHGLQLWVDSSOLFDWLRQIRU
OHDYH WR DSSHDO WR WKH 6XSUHPH &RXUW RI &DQDGD $SSHOODWH UHYLHZ RI DQ DUELWUDWRU¶V DZDUG ZLOO RQO\
RFFXUZKHUHWKHUHTXLUHPHQWVRIV  RIWKH$UELWUDWLRQ$FWDUHPHWDQGZKHUHWKHOHDYHFRXUWGRHV
QRWH[HUFLVHLWVUHVLGXDOGLVFUHWLRQWRQRQHWKHOHVVGHQ\OHDYH(YHQLIWKH&RXUWRI$SSHDO/HDYH&RXUW
KDGLGHQWLILHGDTXHVWLRQRIODZDQGWKHPLVFDUULDJHRIMXVWLFHWHVWKDGEHHQPHWLWVKRXOGKDYHXSKHOG
WKH 6XSUHPH &RXUW /HDYH &RXUW¶V GHQLDO RI OHDYH WR DSSHDO LQ GHIHUHQFH WR WKDW FRXUW¶V H[HUFLVH RI
MXGLFLDOGLVFUHWLRQ7KH&RXUWRI$SSHDO&RXUWHUUHGLQKROGLQJWKDWWKH/HDYH&RXUW¶VFRPPHQWVRQWKH
PHULWV RI WKH DSSHDO ZHUH ELQGLQJ RQ LWDQGRQWKH6XSUHPH&RXUW$SSHDO&RXUW$FRXUWFRQVLGHULQJ
ZKHWKHUOHDYHVKRXOGEHJUDQWHGLVQRWDGMXGLFDWLQJWKHPHULWVRIWKHFDVH$OHDYHFRXUWGHFLGHVRQO\
ZKHWKHUWKHPDWWHUZDUUDQWVJUDQWLQJOHDYHQRWZKHWKHUWKHDSSHDOZLOOEHVXFFHVVIXO7KLVLVWUXHHYHQ
ZKHUHWKHGHWHUPLQDWLRQRIZKHWKHUWRJUDQWOHDYHLQYROYHVDSUHOLPLQDU\FRQVLGHUDWLRQRIWKHTXHVWLRQ
RIODZDWLVVXH$JUDQWRIOHDYHFDQQRWELQGRUOLPLWWKHSRZHUVRIWKHFRXUWKHDULQJWKHDFWXDODSSHDO
7KHIDFWWKDWWKH&RXUWRI$SSHDOSURYLGHGLWVRZQUHDVRQLQJDVWRZK\LWFDPHWRWKHVDPHFRQFOXVLRQ
DVWKH/HDYH&RXUWGLGQRWYLWLDWHWKHHUURU
7KHDUELWUDWRU¶VGHFLVLRQWKDWWKHVKDUHVVKRXOGEHSULFHGDFFRUGLQJWRWKHPDUNHWSULFHGHILQLWLRQJDYH
HIIHFW WR ERWK WKH PDUNHW SULFH GHILQLWLRQ DQG WKH ³PD[LPXP DPRXQW´ SURYLVR 7KH DUELWUDWRU¶V
LQWHUSUHWDWLRQ RI WKH DJUHHPHQW DV UHFRQFLOHG WKH PDUNHW SULFH GHILQLWLRQ DQG WKH ³PD[LPXP DPRXQW´
SURYLVRLQDPDQQHUWKDWFDQQRWEHVDLGWREHXQUHDVRQDEOH
/HOLWLJHSRUWDLWVXUODGDWHGHYDQWVHUYLUjGpWHUPLQHUOHSUL[GHVDFWLRQVHWDLQVLOHQRPEUHG¶DFWLRQV
DX[TXHOOHV 6& DYDLW GURLW /¶DUELWUH D WUDQFKp HQ IDYHXU GH 6& HW &0 D GpSRVp XQH GHPDQGH
G¶DXWRULVDWLRQ G¶DSSHO DXSUqV GH OD &RXU VXSUrPH ODTXHOOH D UHMHWp OD GHPDQGH DX PRWLI TX¶HOOH QH
VRXOHYDLW SDV XQH TXHVWLRQ GH GURLW PDLV XQH TXHVWLRQ PL[WH GH IDLW HW GH GURLW &0 D REWHQX
O¶DXWRULVDWLRQG¶DSSHOHUGHOD&RXUG¶DSSHOODTXHOOHDHVWLPpTX¶LOV¶DJLVVDLWG¶XQHTXHVWLRQGHGURLW/D
&RXUVXSUrPHDUHMHWpO¶DSSHOPDLVOD&RXUG¶DSSHODLQILUPpFHWWHGpFLVLRQHWDWUDQFKpHQIDYHXUGH
&06&DIRUPpXQSRXUYRLjO¶HQFRQWUHGHFHWWHGpFLVLRQHWGHODGpFLVLRQGHODIRUPDWLRQGHOD&RXU
G¶DSSHOVDLVLHGHODGHPDQGHG¶DXWRULVDWLRQG¶DSSHODXSUqVGHOD&RXUVXSUrPHGX&DQDGD
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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$UUrW/HVSRXUYRLVRQWpWpDFFXHLOOLV
5RWKVWHLQ- 0F/DFKOLQ-&&/H%HO$EHOOD0ROGDYHU.DUDNDWVDQLV:DJQHU--VRXVFULYDQWjVRQ
RSLQLRQ &¶pWDLWjERQGURLWTXHOD&RXUpWDLWVDLVLHGHODTXHVWLRQGHVDYRLUVLODIRUPDWLRQGHOD&RXU
G¶DSSHO D FRPPLV XQH HUUHXU HQ FRQFOXDQW j OD SUpVHQFH G¶XQH TXHVWLRQ GH GURLW GDQV OH FDGUH GH OD
GHPDQGH G¶DXWRULVDWLRQ G¶DSSHO %LHQ TXH OD TXHVWLRQ IDLVDQW O¶REMHW GX SRXUYRLpWDLWLPSRUWDQWH LO QH
V¶DJLVVDLW SDV G¶XQH TXHVWLRQ GH GURLW DX VHQV GH O¶DUW  GH O¶$UELWUDWLRQ $FW +LVWRULTXHPHQW OD
GpWHUPLQDWLRQGHVGURLWVHWREOLJDWLRQVMXULGLTXHVGHVSDUWLHVjXQFRQWUDWpFULWpWDLWFRQVLGpUpHFRPPH
XQH TXHVWLRQ GH GURLW /HV WULEXQDX[ FDQDGLHQV WRXWHIRLV RQW DEDQGRQQp FHWWH DSSURFKH KLVWRULTXH
/¶LQWHUSUpWDWLRQGHVFRQWUDWVDpYROXpYHUVXQHGpPDUFKHSUDWLTXHD[pHVXUOHERQVHQVSOXW{WTXHVXU
GHV UqJOHV GH IRUPH HQ PDWLqUH G¶LQWHUSUpWDWLRQ /D TXHVWLRQ SUpGRPLQDQWH FRQVLVWH j GLVFHUQHU ©
O¶LQWHQWLRQGHVSDUWLHVHWODSRUWpHGHO¶HQWHQWHª/HVTXHVWLRQVGHGURLW©FRQFHUQHQWODGpWHUPLQDWLRQGX
FULWqUH MXULGLTXH DSSOLFDEOH ª 2U ORUVTX¶LO V¶DJLW G¶LQWHUSUpWDWLRQ FRQWUDFWXHOOH OH EXW GH O¶H[HUFLFH
FRQVLVWHjGpWHUPLQHUO¶LQWHQWLRQREMHFWLYHGHVSDUWLHV(QpWDEOLVVDQWXQHGLVWLQFWLRQHQWUHOHVTXHVWLRQV
GHGURLWHWOHVTXHVWLRQVPL[WHVGHIDLWHWGHGURLWRQYLVHSULQFLSDOHPHQWjUHVWUHLQGUHO¶LQWHUYHQWLRQGH
ODMXULGLFWLRQG¶DSSHODX[DIIDLUHVTXLHQWUDvQHUDLHQWSUREDEOHPHQWGHVUpSHUFXVVLRQVTXLQHVHUDLHQWSDV
OLPLWpHVDX[SDUWLHVDXOLWLJH/HVREOLJDWLRQVMXULGLTXHVLVVXHVG¶XQFRQWUDWVHOLPLWHQWGDQVODSOXSDUW
GHVFDVDX[LQWpUrWVGHVSDUWLHVDXOLWLJH/HYDVWHSRXYRLUGHWUDQFKHUOHVTXHVWLRQVG¶DSSOLFDWLRQOLPLWpH
TXH QRWUH V\VWqPH MXGLFLDLUH FRQIqUH DX WULEXQDO DGPLQLVWUDWLI VLpJHDQW HQ SUHPLqUH LQVWDQFH pWD\H OD
SURSRVLWLRQVHORQODTXHOOHO¶LQWHUSUpWDWLRQFRQWUDFWXHOOHHVWXQHTXHVWLRQPL[WHGHIDLWHWGHGURLW
/D TXHVWLRQ GH VDYRLU VL O¶DSSHO SURSRVp VRXOHYDLW XQH TXHVWLRQ GH GURLW D pWp H[SUHVVpPHQW GpEDWWXH
GHYDQW OHV IRUPDWLRQV GH OD &RXU VXSUrPH HW GH OD &RXU G¶DSSHOVDLVLHV GH OD GHPDQGH G¶DXWRULVDWLRQ
5LHQQ¶HPSrFKDLW6&GHVRXOHYHUFHWWHTXHVWLRQHQDSSHOPrPHVLHOOHQHO¶DSDVPHQWLRQQpHGDQVOD
GHPDQGH G¶DXWRULVDWLRQ G¶DSSHO TX¶HOOH D SUpVHQWpH j OD &RXU VXSUrPH GX &DQDGD /¶DSSHO G¶XQH
VHQWHQFHDUELWUDOHQ¶HVWGRQFHQWHQGXTXHVLOHVFULWqUHVGHO¶DUW  GHO¶$UELWUDWLRQ$FWVRQWUHPSOLV
HWTXHOHWULEXQDOVDLVLGHODGHPDQGHG¶DXWRULVDWLRQQHUHIXVHSDVQpDQPRLQVO¶DXWRULVDWLRQHQYHUWXGH
VRQ SRXYRLU GLVFUpWLRQQDLUH UpVLGXHO 0rPH VL OD IRUPDWLRQ GH OD &RXU G¶DSSHO VDLVLH GH OD GHPDQGH
G¶DXWRULVDWLRQDYDLWGpILQLXQHTXHVWLRQGHGURLWHWTX¶LODYDLWpWpVDWLVIDLWDXFULWqUHGXULVTXHG¶HUUHXU
MXGLFLDLUHHOOHDXUDLWGFRQILUPHUODGpFLVLRQGHODIRUPDWLRQGHOD&RXUVXSUrPHVDLVLHGHODGHPDQGH
G¶DXWRULVDWLRQ GH UHMHWHU FHWWH GHPDQGH SDU pJDUG SRXU O¶H[HUFLFH GX SRXYRLU GLVFUpWLRQQDLUH GH FHWWH
FRXU/D&RXUG¶DSSHOVDLVLHGHO¶DSSHODFRPPLVXQHHUUHXUHQFRQFOXDQWTXHOHVFRPPHQWDLUHVVXUOH
ELHQIRQGpGHO¶DSSHOIRUPXOpVSDUODIRUPDWLRQGHOD&RXUG¶DSSHOVDLVLHGHODGHPDQGHG¶DXWRULVDWLRQOD
OLDLHQW HW OLDLHQW pJDOHPHQW OD IRUPDWLRQ GH OD &RXU VXSUrPH VDLVLH GH O¶DSSHO /H WULEXQDO FKDUJp GH
VWDWXHUVXUXQHGHPDQGHG¶DXWRULVDWLRQQHWUDQFKHSDVO¶DIIDLUHVXUOHIRQGLOGpWHUPLQHXQLTXHPHQWV¶LO
HVWMXVWLILpG¶DFFRUGHUO¶DXWRULVDWLRQHWQRQVLO¶DSSHOVHUDDFFXHLOOL&HODYDXWPrPHORUVTXHO¶pWXGHGH
OD GHPDQGH G¶DXWRULVDWLRQ DSSHOOH XQ H[DPHQ SUpOLPLQDLUH GH OD TXHVWLRQ GH GURLW HQ FDXVH
/¶DXWRULVDWLRQ DFFRUGpH QH VDXUDLW OLHU OH WULEXQDO FKDUJp GH VWDWXHU VXU O¶DSSHO QL UHVWUHLQGUH VHV
SRXYRLUV/HIDLWTXHOD&RXUG¶DSSHOVRLWDUULYpHjODPrPHFRQFOXVLRQTXHFHOOHVDLVLHGHODGHPDQGH
G¶DXWRULVDWLRQSRXUGHVPRWLIVGLIIpUHQWVQ¶DQQXOHSDVO¶HUUHXU
/DVHQWHQFHDUELWUDOHVHORQODTXHOOHO¶DFWLRQGHYUDLWrWUHpYDOXpHHQIRQFWLRQGHODGpILQLWLRQGXFRXUV
GRQQDLWHIIHWjFHWWHGHUQLqUHHWjODVWLSXODWLRQUHODWLYHDX©SODIRQGª/¶LQWHUSUpWDWLRQSDUO¶DUELWUHGH
O¶HQWHQWHDWWHLJQDLWFHWREMHFWLIHQFRQFLOLDQWODGpILQLWLRQGXFRXUVHWODVWLSXODWLRQUHODWLYHDX©SODIRQG
ªG¶XQHPDQLqUHTXLQHSRXYDLWrWUHFRQVLGpUpHFRPPHGpUDLVRQQDEOH
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$33($/IURPMXGJPHQWUHSRUWHGDWCreston Moly Corp. v. Sattva Capital Corp.  %&&$
&DUVZHOO%&%&/5 WK %/5 WK %&$&:$&
%&&$ UHYHUVLQJGLVPLVVDORIDSSHDOIURPDUELWUDWRU¶VGHFLVLRQ$33($/IURPMXGJPHQWUHSRUWHG
DWCreston Moly Corp. v. Sattva Capital Corp.  %&&$&DUVZHOO%&
'/5 WK %&/5 WK  %&&$ UHYHUVLQJGHFLVLRQWRGLVPLVVDSSOLFDWLRQIRUOHDYHWR
DSSHDODUELWUDWRU¶VDZDUGRIGDPDJHV
328592, IRUPp j O¶HQFRQWUH G¶XQ MXJHPHQW SXEOLp j Creston Moly Corp. v. Sattva Capital Corp.
 %&&$&DUVZHOO%&%&/5 WK %/5 WK %&$&
:$& %&&$ D\DQWLQILUPpOHUHMHWG¶XQDSSHOLQWHUMHWpjO¶HQFRQWUHG¶XQHVHQWHQFH
DUELWUDOH328592,IRUPpjO¶HQFRQWUHG¶XQMXJHPHQWSXEOLpjCreston Moly Corp. v. Sattva Capital
Corp.    %&&$   &DUVZHOO%&   '/5 WK    %&/5 WK  
%&&$ D\DQWLQILUPpODGpFLVLRQGHUHMHWHUODGHPDQGHG¶DXWRULVDWLRQG¶DSSHOHUjO¶HQFRQWUHGHOD
VHQWHQFHDUELWUDOHSRUWDQWVXUOHVGRPPDJHVLQWpUrWV

Rothstein J. 0F/DFKOLQ &-& DQG /H%HO $EHOOD 0ROGDYHU .DUDNDWVDQLV DQG :DJQHU --
FRQFXUULQJ 

 :KHQ LV FRQWUDFWXDO LQWHUSUHWDWLRQ WR EH WUHDWHG DV D TXHVWLRQ RI PL[HG IDFW DQG ODZ DQG ZKHQ
VKRXOG LW EH WUHDWHG DV D TXHVWLRQ RI ODZ" +RZ LV WKH EDODQFH EHWZHHQ UHYLHZDELOLW\ DQG ILQDOLW\ RI
FRPPHUFLDO DUELWUDWLRQ DZDUGV XQGHU WKH Commercial Arbitration Act 56%&  F  QRZ WKH
Arbitration ActKHUHLQDIWHUWKH³AA´ WREHGHWHUPLQHG"&DQILQGLQJVPDGHE\DFRXUWJUDQWLQJOHDYHWR
DSSHDOZLWKUHVSHFWWRWKHPHULWVRIDQDSSHDOELQGWKHFRXUWWKDWXOWLPDWHO\GHFLGHVWKHDSSHDO"7KHVH
DUHWKUHHRIWKHLVVXHVWKDWDULVHLQWKLVDSSHDO

,)DFWV

 7KHLVVXHVLQWKLVFDVHDULVHRXWRIWKHREOLJDWLRQRI&UHVWRQ0RO\&RUSRUDWLRQ IRUPHUO\*HRUJLD
9HQWXUHV ,QF  WR SD\ D ILQGHU¶V IHH WR 6DWWYD &DSLWDO &RUSRUDWLRQ IRUPHUO\ 6DWWYD &DSLWDO ,QF  7KH
SDUWLHVDJUHHWKDW6DWWYDLVHQWLWOHGWRDILQGHU¶VIHHRI86PLOOLRQDQGLVHQWLWOHGWREHSDLGWKLVIHH
LQVKDUHVRI&UHVWRQFDVKRUDFRPELQDWLRQWKHUHRI7KH\GLVDJUHHRQZKLFKGDWHVKRXOGEHXVHGWRSULFH
WKH&UHVWRQVKDUHVDQGWKHUHIRUHWKHQXPEHURIVKDUHVWRZKLFK6DWWYDLVHQWLWOHG

 0U +DL 9DQ /H D SULQFLSDO RI 6DWWYD LQWURGXFHG &UHVWRQ WR WKH RSSRUWXQLW\ WR DFTXLUH D
PRO\EGHQXP PLQLQJ SURSHUW\ LQ 0H[LFR 2Q -DQXDU\   WKH SDUWLHV HQWHUHG LQWR DQ DJUHHPHQW
WKH³$JUHHPHQW´ WKDWUHTXLUHG&UHVWRQWRSD\6DWWYDDILQGHU¶VIHHLQUHODWLRQWRWKHDFTXLVLWLRQRIWKLV
SURSHUW\7KHUHOHYDQWSURYLVLRQVRIWKH$JUHHPHQWDUHVHWRXWLQ$SSHQGL[,

 2Q -DQXDU\   &UHVWRQ HQWHUHG LQWR DQ DJUHHPHQW WR SXUFKDVH WKH SURSHUW\ IRU 86
PLOOLRQ2Q-DQXDU\DWWKHUHTXHVWRI&UHVWRQWUDGLQJRI&UHVWRQ¶VVKDUHVRQWKH76;9HQWXUH
([FKDQJH ´76;9´  ZDV KDOWHG WR SUHYHQW VSHFXODWLRQ ZKLOH &UHVWRQ FRPSOHWHG GXH GLOLJHQFH LQ
UHODWLRQWRWKHSXUFKDVH2Q0DUFK&UHVWRQDQQRXQFHG LWLQWHQGHGWRFRPSOHWHWKHSXUFKDVH
DQGWUDGLQJUHVXPHGWKHIROORZLQJGD\
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 7KH$JUHHPHQWSURYLGHVWKDW6DWWYDZDVWREHSDLGDILQGHU¶VIHHHTXDOWRWKHPD[LPXPDPRXQW
WKDWFRXOGEHSDLGSXUVXDQWWRVRI3ROLF\LQWKH76;93ROLF\0DQXDO6HFWLRQRI3ROLF\
LVLQFRUSRUDWHGE\UHIHUHQFHLQWRWKH$JUHHPHQWDWVDQGLVVHWRXWLQ$SSHQGL[,,RIWKHVHUHDVRQV
7KHPD[LPXPDPRXQWSXUVXDQWWRVRI3ROLF\LQWKLVFDVHLV86PLOOLRQ

 $FFRUGLQJWRWKH$JUHHPHQWE\GHIDXOWWKHIHHZRXOGEHSDLGLQ&UHVWRQVKDUHV7KHIHHZRXOG
RQO\EHSDLGLQFDVKRUDFRPELQDWLRQRIVKDUHVDQGFDVKLI6DWWYDPDGHVXFKDQHOHFWLRQ6DWWYDPDGHQR
VXFKHOHFWLRQDQGZDVWKHUHIRUHHQWLWOHGWREHSDLGWKHIHHLQVKDUHV7KHILQGHU¶VIHHZDVWREHSDLGQR
ODWHU WKDQ ILYH ZRUNLQJ GD\V DIWHU WKH FORVLQJ RI WKH WUDQVDFWLRQ SXUFKDVLQJ WKH PRO\EGHQXP PLQLQJ
SURSHUW\

 7KH GLVSXWH EHWZHHQ WKH SDUWLHV FRQFHUQV ZKLFK GDWH VKRXOG EH XVHG WR GHWHUPLQH WKH SULFH RI
&UHVWRQ VKDUHV DQG WKXV WKH QXPEHU RI VKDUHV WR ZKLFK 6DWWYD LV HQWLWOHG 6DWWYD DUJXHV WKDW WKH VKDUH
SULFHLVGLFWDWHGE\WKH0DUNHW3ULFHGHILQLWLRQDWVRIWKH$JUHHPHQWLHWKHSULFHRIWKHVKDUHV³DV
FDOFXODWHGRQFORVHRIEXVLQHVVGD\EHIRUHWKHLVVXDQFHRIWKHSUHVVUHOHDVHDQQRXQFLQJWKH$FTXLVLWLRQ´
7KHSUHVVUHOHDVHDQQRXQFLQJWKHDFTXLVLWLRQZDVUHOHDVHGRQ0DUFK3ULRUWRWKHKDOWLQWUDGLQJ
RQ -DQXDU\  WKH ODVW FORVLQJ SULFHRI&UHVWRQVKDUHVZDV2QWKLVLQWHUSUHWDWLRQ6DWWYD
ZRXOGUHFHLYHDSSUR[LPDWHO\VKDUHV EDVHGRQWKHILQGHU¶VIHHRI86PLOOLRQ 

 &UHVWRQFODLPVWKDWWKH$JUHHPHQW¶V³PD[LPXPDPRXQW´SURYLVRPHDQVWKDW6DWWYDFDQQRWUHFHLYH
FDVK RU VKDUHV YDOXHG DW PRUH WKDQ 86 PLOOLRQ RQ WKH GDWH WKH IHH LV SD\DEOH 7KH VKDUHV ZHUH
SD\DEOHQRODWHUWKDQILYHGD\VDIWHU0D\WKHFORVLQJGDWHRIWKHWUDQVDFWLRQ$WWKDWWLPHWKH
VKDUHVZHUHSULFHGDWSHUVKDUH7KLVYDOXDWLRQLVEDVHGRQWKHSULFHDQLQYHVWPHQWEDQNLQJILUP
YDOXHG &UHVWRQ DW DV SDUW RI XQGHUZULWLQJ D SULYDWH SODFHPHQW RI VKDUHV RQ $SULO   2Q WKLV
LQWHUSUHWDWLRQ6DWWYDZRXOGUHFHLYHDSSUR[LPDWHO\VKDUHVVRPHPLOOLRQIHZHUVKDUHVWKDQLI
WKHVKDUHVZHUHSULFHGDWSHUVKDUH

 7KH SDUWLHV HQWHUHG LQWR DUELWUDWLRQ SXUVXDQW WR WKH AA 7KH DUELWUDWRU IRXQG LQ IDYRXU RI 6DWWYD
&UHVWRQVRXJKWOHDYHWRDSSHDOWKHDUELWUDWRU¶VGHFLVLRQSXUVXDQWWRV  RIWKHAA/HDYHZDVGHQLHG
E\WKH%ULWLVK&ROXPELD6XSUHPH&RXUW %&6& %&6&  &DQ/,,  ´6&/HDYH&RXUW´ 
&UHVWRQVXFFHVVIXOO\DSSHDOHGWKLVGHFLVLRQDQGZDVJUDQWHGOHDYHWRDSSHDOWKHDUELWUDWRU¶VGHFLVLRQE\
WKH%ULWLVK&ROXPELD&RXUWRI$SSHDO %&&$%&/5 WK  %&&$  ´&$/HDYH
&RXUW´ 

 7KH%ULWLVK&ROXPELD6XSUHPH&RXUWMXGJHZKRKHDUGWKHPHULWVRIWKHDSSHDO %&6&
%/5 WK  %&6&  ´6&$SSHDO&RXUW´ XSKHOGWKHDUELWUDWRU¶VDZDUG&UHVWRQDSSHDOHG
WKDW GHFLVLRQ WR WKH %ULWLVK &ROXPELD &RXUW RI $SSHDO  %&&$   %&/5 WK   %&
&$  ´&$ $SSHDO &RXUW´  7KDW FRXUW RYHUWXUQHG WKH 6& $SSHDO &RXUW DQG IRXQG LQ IDYRXU RI
&UHVWRQ6DWWYDDSSHDOVWKHGHFLVLRQVRIWKH&$/HDYH&RXUWDQG&$$SSHDO&RXUWWRWKLV&RXUW

,,$UELWUDO$ZDUG

 7KHDUELWUDWRU/HRQ*HW]4&IRXQGLQIDYRXURI6DWWYDKROGLQJWKDWLWZDVHQWLWOHGWRUHFHLYH
LWV86PLOOLRQILQGHU¶VIHHLQVKDUHVSULFHGDWSHUVKDUH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 7KHDUELWUDWRUEDVHGKLVGHFLVLRQRQWKH0DUNHW3ULFHGHILQLWLRQLQWKH$JUHHPHQW
:KDW WKHQ ZDV WKH ³0DUNHW 3ULFH´ ZLWKLQ WKH PHDQLQJ RI WKH $JUHHPHQW" 7KH UHOHYDQW SUHVV
UHOHDVHLVWKDWLVVXHGRQ0DUFK$OWKRXJKWKHUHZDVQRFORVLQJSULFHRQ0DUFK WKHVKDUHV
EHLQJRQWKDWGDWHKDOWHG WKH³ODVWFORVLQJSULFH´ZLWKLQWKHPHDQLQJRIWKHGHILQLWLRQZDVWKH
DW ZKLFK WKH >&UHVWRQ@ VKDUHV FORVHG RQ -DQXDU\  WKH GD\ EHIRUH WUDGLQJ ZDV KDOWHG ³SHQGLQJ
QHZV´7KLVFRQFOXVLRQUHTXLUHVQRVWUHWFKLQJRIWKHZRUGVRIWKHFRQWUDFWXDOGHILQLWLRQRQWKH
FRQWUDU\LWIDOOVOLWHUDOO\ZLWKLQWKRVHZRUGV>SDUD@

 %RWK WKH $JUHHPHQW DQG WKH ILQGHU¶V IHH KDG WR EH DSSURYHG E\ WKH 76;9 &UHVWRQ ZDV
UHVSRQVLEOHIRUVHFXULQJWKLVDSSURYDO7KHDUELWUDWRUIRXQGWKDWLWZDVHLWKHUDQLPSOLHGRUDQH[SUHVV
WHUPRIWKH$JUHHPHQWWKDW&UHVWRQZRXOGXVHLWVEHVWHIIRUWVWRVHFXUHWKH76;9¶VDSSURYDODQGWKDW
&UHVWRQGLGQRWDSSO\LWVEHVWHIIRUWVWRWKLVHQG

 $VSUHYLRXVO\QRWHGE\GHIDXOWWKHILQGHU¶VIHHZRXOGEHSDLGLQVKDUHVXQOHVV6DWWYDPDGHDQ
HOHFWLRQRWKHUZLVH7KHDUELWUDWRUIRXQGWKDW6DWWYDQHYHUPDGHVXFKDQHOHFWLRQ'HVSLWHWKLV&UHVWRQ
UHSUHVHQWHGWRWKH76;9WKDWWKHILQGHU¶VIHHZDVWREHSDLGLQFDVK7KH76;9FRQGLWLRQDOO\DSSURYHG
DILQGHU¶VIHHRI86PLOOLRQWREHSDLGLQFDVK6DWWYDILUVWOHDUQHGWKDWWKHIHHKDGEHHQDSSURYHGDV
DFDVKSD\PHQWLQHDUO\-XQH:KHQ6DWWYDUDLVHGWKLVPDWWHUZLWK&UHVWRQ&UHVWRQUHVSRQGHGE\
VD\LQJWKDW6DWWYDKDGWKHFKRLFHRIWDNLQJWKHILQGHU¶VIHHLQFDVKRULQVKDUHVSULFHGDW

 6DWWYD PDLQWDLQHG WKDW LW ZDV HQWLWOHG WR KDYH WKH ILQGHU¶V IHH SDLG LQ VKDUHV SULFHG DW 
&UHVWRQDVNHGLWVODZ\HUWRFRQWDFWWKH76;9WRFODULI\WKHPLQLPXPVKDUHSULFHLWZRXOGDSSURYHIRU
SD\PHQWRIWKHILQGHU¶VIHH7KH76;9FRQILUPHGRQ-XQHRYHUWKHSKRQHDQG$XJXVW
YLDHPDLOWKDWWKHPLQLPXPVKDUHSULFHWKDWFRXOGEHXVHGWRSD\WKHILQGHU¶VIHHZDVSHUVKDUH
7KHDUELWUDWRUIRXQGWKDW&UHVWRQ³FRQVLVWHQWO\PLVUHSUHVHQWHGRUDWWKHYHU\OHDVWIDLOHGWRGLVFORVHIXOO\
WKH QDWXUH RI WKH REOLJDWLRQ LW KDG XQGHUWDNHQ WR 6DWWYD´ SDUD  N  DQG ³WKDW LQ WKH DEVHQFH RI DQ
HOHFWLRQ RWKHUZLVH 6DWWYD LV HQWLWOHG XQGHU WKDW $JUHHPHQW WR KDYH WKDW IHH SDLG LQ VKDUHV DW ´
SDUD J 7KHDUELWUDWRUIRXQGWKDWWKHILUVWWLPH6DWWYD¶VSRVLWLRQZDVVTXDUHO\SXWEHIRUHWKH76;9
ZDVLQDOHWWHUIURP6DWWYD¶VVROLFLWRURQ2FWREHU

 7KH DUELWUDWRU IRXQG WKDW KDG &UHVWRQ XVHG LWV EHVW HIIRUWV WKH 76;9 FRXOG KDYH DSSURYHG WKH
SD\PHQW RI WKH ILQGHU¶V IHH LQ VKDUHV SULFHG DW  DQG VXFKD GHFLVLRQ ZRXOG KDYH EHHQ FRQVLVWHQW
ZLWK LWV SROLFLHV+HGHWHUPLQHGWKDWWKHUH ZDV³DVXEVWDQWLDOSUREDELOLW\WKDW>76;9@DSSURYDOZRXOG
KDYHEHHQJLYHQ´ SDUD +HDVVHVVHGWKDWSUREDELOLW\DWSHUFHQW

 7KH DUELWUDWRU IRXQG WKDW 6DWWYD FRXOG KDYH VROG LWV &UHVWRQ VKDUHV DIWHU D IRXUPRQWK KROGLQJ
SHULRGDWEHWZHHQDQGSHUVKDUHQHWWLQJSURFHHGVRIEHWZHHQDQG
7KH DUELWUDWRU WRRN WKH DYHUDJH RI WKRVH WZR DPRXQWV ZKLFK FDPH WR  DQG WKHQ DVVHVVHG
GDPDJHV DW  SHUFHQW RI WKDW QXPEHU ZKLFK FDPH WR  DQG URXQGHG LW WR  SOXV
FRVWV

 $IWHUWKLVDZDUGZDVPDGH&UHVWRQPDGHDFDVKSD\PHQWRI86PLOOLRQ RUWKHHTXLYDOHQWLQ
&DQDGLDQ GROODUV  WR 6DWWYD 7KH EDODQFH RI WKH GDPDJHV DZDUGHG E\ WKH DUELWUDWRU ZDV SODFHG LQ WKH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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WUXVWDFFRXQWRI6DWWYD¶VVROLFLWRUV

,,,-XGLFLDO+LVWRU\

A. British Columbia Supreme Court — Leave to Appeal Decision, 2009 BCSC 1079 (B.C. S.C.)

 7KH 6& /HDYH &RXUW GHQLHG OHDYH WR DSSHDO EHFDXVH LW IRXQG WKH TXHVWLRQ RQ DSSHDO ZDV QRW D
TXHVWLRQRIODZDVUHTXLUHGXQGHUVRIWKHAA,QWKHMXGJH¶VYLHZWKHLVVXHZDVRQHRIPL[HGIDFW
DQGODZEHFDXVHWKHDUELWUDWRUUHOLHGRQWKH³IDFWXDOPDWUL[´LQFRPLQJWRKLVFRQFOXVLRQ6SHFLILFDOO\
GHWHUPLQLQJKRZWKHILQGHU¶VIHHZDVWREHSDLGLQYROYHGH[DPLQLQJ³WKH76;¶VSROLFLHVFRQFHUQLQJWKH
PD[LPXP DPRXQW RI WKH ILQGHU¶V IHH SD\DEOH DV ZHOO DV WKH GLVFUHWLRQDU\ SRZHUV JUDQWHG WR WKH
([FKDQJHLQGHWHUPLQLQJWKDWDPRXQW´ SDUD 

 7KHMXGJHIRXQGWKDWHYHQKDGKHIRXQGDTXHVWLRQRIODZZDVDWLVVXHKHZRXOGKDYHH[HUFLVHG
KLV GLVFUHWLRQ DJDLQVW JUDQWLQJOHDYH EHFDXVHRI&UHVWRQ¶VFRQGXFWLQPLVUHSUHVHQWLQJWKHVWDWXVRIWKH
ILQGHU¶VIHHWRWKH76;9DQG6DWWYDDQG³RQWKHSULQFLSOHWKDWRQHRIWKHREMHFWLYHVRIWKH>AA@LVWR
IRVWHUDQGSUHVHUYHWKHLQWHJULW\RIWKHDUELWUDWLRQV\VWHP´ SDUD 

B. British Columbia Court of Appeal — Leave to Appeal Decision, 2010 BCCA 239 (B.C. C.A.)

 7KH&$/HDYH&RXUWUHYHUVHGWKH6&/HDYH&RXUWDQGJUDQWHG&UHVWRQ¶VDSSOLFDWLRQIRUOHDYHWR
DSSHDO WKH DUELWUDO DZDUG ,W IRXQG WKH 6& /HDYH &RXUW ³HUU>HG@ LQ IDLOLQJ WR ILQG WKDW WKH DUELWUDWRU¶V
IDLOXUH WR DGGUHVV WKH PHDQLQJ RI V  RI WKH $JUHHPHQW DQG LQ SDUWLFXODU WKH µPD[LPXP DPRXQW¶
SURYLVLRQ UDLVHGDTXHVWLRQRIODZ´ SDUD 7KH&$/HDYH&RXUWGHFLGHGWKDWWKHFRQVWUXFWLRQRIV
RIWKH$JUHHPHQWDQGLQSDUWLFXODUWKH³PD[LPXPDPRXQW´SURYLVRZDVDTXHVWLRQRIODZEHFDXVH
LWGLGQRWLQYROYHUHIHUHQFHWRWKHIDFWVRIZKDWWKH76;9ZDVWROGRUZKDWLWGHFLGHG

 7KH&$/HDYH&RXUWDFNQRZOHGJHGWKDW&UHVWRQZDV³OHVVWKDQIRUWKFRPLQJLQLWVGHDOLQJVZLWK
0U /H DQG WKH >76;9@´ EXW VDLG WKDW ³WKHVH IDFWV DUH QRW GLUHFWO\ UHOHYDQW WR WKH TXHVWLRQ RI ODZ LW
DGYDQFHVRQWKHDSSHDO´ SDUD :LWKUHVSHFWWRWKH6&OHDYHMXGJH¶VUHIHUHQFHWRWKHSUHVHUYDWLRQRI
WKHLQWHJULW\RIWKHDUELWUDWLRQV\VWHPWKH&$/HDYH&RXUWVDLGWKDWWKHSDUWLHVZRXOGKDYHNQRZQZKHQ
WKH\ FKRVH WR HQWHU DUELWUDWLRQ XQGHU WKH AA WKDW DQ DSSHDO RQ D TXHVWLRQ RI ODZ ZDV SRVVLEOH
$GGLWLRQDOO\ ZKLOH WKH ILQDOLW\ RI DUELWUDWLRQ LV DQ LPSRUWDQW IDFWRU LQ H[HUFLVLQJ GLVFUHWLRQ ZKHQ ³D
TXHVWLRQRIODZDULVHVRQDPDWWHURILPSRUWDQFHDQGDPLVFDUULDJHRIMXVWLFHPLJKWEHSHUSHWUDWHGLIDQ
DSSHDOZHUHQRWDYDLODEOHWKHLQWHJULW\RIWKHSURFHVVUHTXLUHVDWOHDVWLQWKHFLUFXPVWDQFHVRIWKLVFDVH
WKDWWKHULJKWRIDSSHDOJUDQWHGE\WKHOHJLVODWLRQDOVREHUHVSHFWHG´ SDUD 

C. British Columbia Supreme Court — Appeal Decision, 2011 BCSC 597 (B.C. S.C.)

 $UPVWURQJ - UHYLHZHG WKH DUELWUDWRU¶V GHFLVLRQ RQ D FRUUHFWQHVV VWDQGDUG +H GLVPLVVHG WKH
DSSHDOKROGLQJWKHDUELWUDWRU¶VLQWHUSUHWDWLRQRIWKH$JUHHPHQWZDVFRUUHFW

 $UPVWURQJ - IRXQG WKDW WKH SODLQ DQG RUGLQDU\ PHDQLQJ RI WKH $JUHHPHQW UHTXLUHG WKDW WKH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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86PLOOLRQIHHEHSDLGLQVKDUHVSULFHGDW+HGLGQRWILQGWKHPHDQLQJWREHDEVXUGVLPSO\
EHFDXVHWKHSULFHRIWKHVKDUHVDWWKHGDWHWKHIHHEHFDPHSD\DEOHKDGLQFUHDVHGLQUHODWLRQWRWKHSULFH
GHWHUPLQHG DFFRUGLQJ WR WKH 0DUNHW 3ULFH GHILQLWLRQ +H ZDV RI WKH YLHZ WKDW FKDQJHV LQ WKH SULFH RI
VKDUHV RYHU WLPH DUH LQHYLWDEOH DQG WKDW WKH SDUWLHV DV VRSKLVWLFDWHG EXVLQHVV SHUVRQV ZRXOG KDYH
UHDVRQDEO\ XQGHUVWRRG D IOXFWXDWLRQ LQ VKDUH SULFH WR EH DUHDOLW\ ZKHQ SURYLGLQJ IRU D IHH SD\DEOH LQ
VKDUHV $FFRUGLQJ WR $UPVWURQJ - LW LV LQGHHG EHFDXVH RI PDUNHW IOXFWXDWLRQV WKDW LW LV QHFHVVDU\ WR
FKRRVH D VSHFLILF GDWH WR SULFH WKH VKDUHV LQ DGYDQFH RI SD\PHQW +H IRXQG WKDW WKLV ZDV GRQH E\
GHILQLQJ³0DUNHW3ULFH´LQWKH$JUHHPHQWDQGWKDWWKHIHHUHPDLQHG86PLOOLRQLQVKDUHVDV
GHWHUPLQHGE\WKH0DUNHW3ULFHGHILQLWLRQUHJDUGOHVVRIWKHSULFHRIWKHVKDUHVDWWKHGDWHWKDWWKHIHH
ZDVSD\DEOH

 $FFRUGLQJ WR $UPVWURQJ - WKDW WKH SULFH RI WKH VKDUHV PD\ EH PRUH WKDQ WKH 0DUNHW 3ULFH
GHILQLWLRQ SULFH ZKHQ WKH\ EHFDPH SD\DEOH ZDV IRUHVHHDEOH DV D ³QDWXUDO FRQVHTXHQFH RI WKH IHH
DJUHHPHQW´ SDUD +HZDVRIWKHYLHZWKDWWKHULVNZDVERUQHE\6DWWYDVLQFHWKHSULFHRIWKHVKDUHV
FRXOGLQFUHDVHEXWLWFRXOGDOVRGHFUHDVHVXFKWKDW6DWWYDZRXOGKDYHUHFHLYHGVKDUHVYDOXHGDWOHVVWKDQ
WKHDJUHHGXSRQIHHRI86PLOOLRQ

 $UPVWURQJ-KHOGWKDWWKHDUELWUDWRU¶VLQWHUSUHWDWLRQZKLFKJDYHHIIHFWWRERWKWKH0DUNHW3ULFH
GHILQLWLRQ DQG WKH ³PD[LPXP DPRXQW´ SURYLVR VKRXOG EH SUHIHUUHG WR &UHVWRQ¶V LQWHUSUHWDWLRQ RI WKH
DJUHHPHQWZKLFKLJQRUHGWKH0DUNHW3ULFHGHILQLWLRQ

 ,Q UHVSRQVH WR &UHVWRQ¶V DUJXPHQW WKDW WKH DUELWUDWRU GLG QRW FRQVLGHU V  RI WKH $JUHHPHQW
ZKLFK FRQWDLQV WKH ³PD[LPXP DPRXQW´ SURYLVR $UPVWURQJ - QRWHG WKDW WKH DUELWUDWRU H[SOLFLWO\
DGGUHVVHGWKH³PD[LPXPDPRXQW´SURYLVRDWSDUDRIKLVGHFLVLRQ

D. British Columbia Court of Appeal — Appeal Decision, 2012 BCCA 329 (B.C. C.A.)

 7KH&$$SSHDO&RXUWDOORZHG&UHVWRQ¶VDSSHDORUGHULQJWKDWWKHSD\PHQWRI86PLOOLRQWKDW
KDGEHHQPDGHE\&UHVWRQWR6DWWYDRQDFFRXQWRIWKHDUELWUDWRU¶VDZDUGFRQVWLWXWHGSD\PHQWLQIXOORI
WKHILQGHU¶VIHH7KHFRXUWUHYLHZHGWKHDUELWUDWRU¶VGHFLVLRQRQDVWDQGDUGRIFRUUHFWQHVV

 7KH &$ $SSHDO &RXUW IRXQG WKDW ERWK LW DQG WKH 6& $SSHDO &RXUW ZHUH ERXQG E\ WKH ILQGLQJV
PDGHE\WKH&$/HDYH&RXUW7KHUHZHUHWZRILQGLQJVWKDWZHUHELQGLQJ  LWZRXOGEHDQRPDORXVLI
WKH$JUHHPHQWDOORZHG6DWWYDWRUHFHLYH86PLOOLRQLILWUHFHLYHGLWVIHHLQFDVKEXWVKDUHVYDOXHG
DWDSSUR[LPDWHO\PLOOLRQLI6DWWYDWRRNLWVIHHLQVKDUHVDQG  WKHDUELWUDWRULJQRUHGWKLVDQRPDO\
DQGGLGQRWDGGUHVVVRIWKH$JUHHPHQW

 7KH &RXUW RI $SSHDO IRXQG WKDW LW ZDV DQ DEVXUG UHVXOW WR ILQG WKDW 6DWWYD LV HQWLWOHG WR DQ 
PLOOLRQILQGHU¶VIHHLQOLJKWRIWKHIDFWWKDWWKH³PD[LPXPDPRXQW´SURYLVRLQWKH$JUHHPHQWOLPLWVWKH
ILQGHU¶V IHH WR 86 PLOOLRQ 7KH FRXUW ZDV RI WKH YLHZ WKDWWKH SURYLVR OLPLWLQJ WKH IHH WR 86
PLOOLRQ ³ZKHQ SDLG´ VKRXOG EH JLYHQ SDUDPRXQW HIIHFW SDUD   ,Q LWV RSLQLRQ JLYLQJ HIIHFW WR WKH
0DUNHW 3ULFH GHILQLWLRQ FRXOG QRW KDYH EHHQ WKH LQWHQWLRQ RI WKH SDUWLHV QRU FRXOG LW KDYH EHHQ LQ
DFFRUGDQFHZLWKJRRGEXVLQHVVVHQVH

,9,VVXHV
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 7KHIROORZLQJLVVXHVDULVHLQWKLVDSSHDO
D  ,V WKH LVVXH RI ZKHWKHU WKH &$ /HDYH &RXUW HUUHG LQ JUDQWLQJ OHDYH XQGHU V    RI WKH AA
SURSHUO\EHIRUHWKLV&RXUW"
E 'LGWKH&$/HDYH&RXUWHUULQJUDQWLQJOHDYHXQGHUV  RIWKHAA"
F  ,I OHDYH ZDV SURSHUO\ JUDQWHG ZKDW LV WKH DSSURSULDWH VWDQGDUG RI UHYLHZ WR EH DSSOLHG WR
FRPPHUFLDODUELWUDOGHFLVLRQVPDGHXQGHUWKHAA"
G 'LGWKHDUELWUDWRUUHDVRQDEO\FRQVWUXHWKH$JUHHPHQWDVDZKROH"
H 'LGWKH&$$SSHDO&RXUWHUULQKROGLQJWKDWLWZDVERXQGE\FRPPHQWVUHJDUGLQJWKHPHULWVRI
WKHDSSHDOPDGHE\WKH&$/HDYH&RXUW"

9$QDO\VLV

A. The Leave Issue Is Properly Before This Court

 6DWWYD DUJXHV LQ SDUW WKDW WKH &$ /HDYH &RXUW HUUHG LQ JUDQWLQJ OHDYH WR DSSHDO IURP WKH
DUELWUDWRU¶V GHFLVLRQ ,Q 6DWWYD¶V YLHZ WKH &$ /HDYH &RXUW GLG QRW LGHQWLI\ D TXHVWLRQ RI ODZ D
UHTXLUHPHQWWRREWDLQOHDYHSXUVXDQWWRV  RIWKHAA&UHVWRQDUJXHVWKDWWKLVLVVXHLVQRWSURSHUO\
EHIRUHWKLV&RXUW&UHVWRQPDNHVWZRDUJXPHQWVLQVXSSRUWRIWKLVSRLQW

 )LUVW&UHVWRQDUJXHVWKDWWKLVLVVXHZDVQRWDGYDQFHGLQ6DWWYD¶VDSSOLFDWLRQIRUOHDYHWRDSSHDOWR
WKLV&RXUW7KLVDUJXPHQWPXVWIDLO8QOHVVWKLV&RXUWSODFHVUHVWULFWLRQVLQWKHRUGHUJUDQWLQJOHDYHWKH
RUGHUJUDQWLQJOHDYHLV³DWODUJH´$FFRUGLQJO\DSSHOODQWVPD\UDLVHLVVXHVRQDSSHDOWKDWZHUHQRWVHW
RXWLQWKHOHDYHDSSOLFDWLRQ+RZHYHUWKH&RXUWPD\H[HUFLVHLWVGLVFUHWLRQWRUHIXVHWRGHDOZLWKLVVXHV
WKDWZHUHQRWDGGUHVVHGLQWKHFRXUWVEHORZLIWKHUHLVSUHMXGLFHWRWKHUHVSRQGHQWRULIIRUDQ\RWKHU
UHDVRQWKH&RXUWFRQVLGHUVLWDSSURSULDWHQRWWRGHDOZLWKDTXHVWLRQ

 +HUHWKLV&RXUW¶VRUGHUJUDQWLQJOHDYHWRDSSHDOIURPERWKWKH&$/HDYH&RXUWGHFLVLRQDQGWKH
&$ $SSHDO &RXUW GHFLVLRQ FRQWDLQHG QR UHVWULFWLRQV  &DQ/,,   7KH LVVXH ² ZKHWKHU WKH
SURSRVHG DSSHDO ZDV RQ D TXHVWLRQ RI ODZ ² ZDV H[SUHVVO\ DUJXHG EHIRUH DQG ZDV GHDOW ZLWK LQ WKH
MXGJPHQWV RI WKH 6& /HDYH &RXUW DQG WKH &$ /HDYH &RXUW 7KHUH LV QR UHDVRQ 6DWWYD VKRXOG EH
SUHFOXGHGIURPUDLVLQJWKLVLVVXHRQDSSHDOGHVSLWHWKHIDFWLWZDVQRWPHQWLRQHGLQLWVDSSOLFDWLRQIRU
OHDYHWRDSSHDOWRWKLV&RXUW

 6HFRQG&UHVWRQDUJXHVWKDWWKHLVVXHRIZKHWKHUWKH&$/HDYH&RXUWLGHQWLILHGDTXHVWLRQRIODZ
LV QRW SURSHUO\ EHIRUH WKLV &RXUW EHFDXVH 6DWWYD GLG QRW FRQWHVW WKLV GHFLVLRQ EHIRUH DOO RI WKH ORZHU
FRXUWV 6SHFLILFDOO\ &UHVWRQ VWDWHV WKDW 6DWWYD GLG QRW DUJXH WKDW WKH TXHVWLRQ RQ DSSHDO ZDV RQH RI
PL[HGIDFWDQGODZEHIRUHWKH6&$SSHDO&RXUWDQGWKDWLWFRQFHGHGWKHLVVXHRQDSSHDOZDVDTXHVWLRQ
RIODZEHIRUHWKH&$$SSHDO&RXUW7KLVDUJXPHQWPXVWDOVRIDLO$WWKH6&$SSHDO&RXUWLWZDVQRW
RSHQWR6DWWYDWRUHDUJXHWKHTXHVWLRQRIZKHWKHUOHDYHVKRXOGKDYHEHHQJUDQWHG7KH6&$SSHDO&RXUW
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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ZDV ERXQG E\ WKH &$ /HDYH &RXUW¶V ILQGLQJ WKDW OHDYH VKRXOG KDYH EHHQ JUDQWHG LQFOXGLQJ WKH
GHWHUPLQDWLRQWKDWDTXHVWLRQRIODZKDGEHHQLGHQWLILHG$FFRUGLQJO\6DWWYDFRXOGKDUGO\EHH[SHFWHG
WR UHDUJXH EHIRUH WKH 6& $SSHDO &RXUW D TXHVWLRQ WKDW KDG EHHQ GHWHUPLQHG E\ WKH &$ /HDYH &RXUW
7KHUH LV QRWKLQJ LQ WKH AA WR LQGLFDWH WKDW 6DWWYD FRXOG KDYH DSSHDOHG WKH OHDYH GHFLVLRQ PDGH E\ D
SDQHORIWKH&RXUWRI$SSHDOWRDQRWKHUSDQHORIWKHVDPHFRXUW7KHIDFWWKDW6DWWYDGLGQRWUHDUJXHWKH
LVVXHEHIRUHWKH6&$SSHDO&RXUWRU&$$SSHDO&RXUWGRHVQRWSUHYHQWLWIURPUDLVLQJWKHLVVXHEHIRUH
WKLV&RXUWSDUWLFXODUO\VLQFH6DWWYDZDVDOVRJUDQWHGOHDYHWRDSSHDOWKH&$/HDYH&RXUWGHFLVLRQE\
WKLV&RXUW

 :KLOHWKLV&RXUWPD\GHFOLQHWRJUDQWOHDYHZKHUHDQLVVXHVRXJKWWREHDUJXHGEHIRUHLWZDVQRW
DUJXHG LQ WKH FRXUWV DSSHDOHG IURP WKDW LV QRW WKLV FDVH +HUH ZKHWKHU OHDYH IURP WKH DUELWUDWRU¶V
GHFLVLRQKDGEHHQVRXJKWE\&UHVWRQRQDTXHVWLRQRIODZRUDTXHVWLRQRIPL[HGIDFWDQGODZKDGEHHQ
DUJXHGLQWKHORZHUOHDYHFRXUWV

 $FFRUGLQJO\WKHLVVXHRIZKHWKHUWKH&$/HDYH&RXUWHUUHGLQILQGLQJDTXHVWLRQRIODZIRUWKH
SXUSRVHVRIJUDQWLQJOHDYHWRDSSHDOLVSURSHUO\EHIRUHWKLV&RXUW

B. The CA Leave Court Erred in Granting Leave Under Section 31(2) of the AA

(1) Considerations Relevant to Granting or Denying Leave to Appeal Under the AA

 $SSHDOVIURPFRPPHUFLDODUELWUDWLRQGHFLVLRQVDUHQDUURZO\FLUFXPVFULEHGXQGHUWKHAA8QGHU
V    DSSHDOV DUH OLPLWHG WR HLWKHU TXHVWLRQV RI ODZ ZKHUH WKH SDUWLHV FRQVHQW WR WKH DSSHDO RU WR
TXHVWLRQVRIODZZKHUHWKHSDUWLHVGRQRWFRQVHQWEXWZKHUHOHDYHWRDSSHDOLVJUDQWHG6HFWLRQ  RI
WKHAAUHSURGXFHGLQLWVHQWLUHW\LQ$SSHQGL[,,,VHWVRXWWKHUHTXLUHPHQWVIRUOHDYH
 ,QDQDSSOLFDWLRQIRUOHDYHXQGHUVXEVHFWLRQ   E WKHFRXUWPD\JUDQWOHDYHLILWGHWHUPLQHV
WKDW
D WKHLPSRUWDQFHRIWKHUHVXOWRIWKHDUELWUDWLRQWRWKHSDUWLHVMXVWLILHVWKHLQWHUYHQWLRQRIWKH
FRXUWDQGWKHGHWHUPLQDWLRQRIWKHSRLQWRIODZPD\SUHYHQWDPLVFDUULDJHRIMXVWLFH
E WKHSRLQWRIODZLVRILPSRUWDQFHWRVRPHFODVVRUERG\RISHUVRQVRIZKLFKWKHDSSOLFDQWLVD
PHPEHURU
F WKHSRLQWRIODZLVRIJHQHUDORUSXEOLFLPSRUWDQFH

 7KH%&FRXUWVKDYHIRXQGWKDWWKHZRUGV³PD\JUDQWOHDYH´LQV  RIWKHAAJLYHWKHFRXUWV
MXGLFLDOGLVFUHWLRQWRGHQ\OHDYHHYHQZKHUHWKHVWDWXWRU\UHTXLUHPHQWVKDYHEHHQPHW Student Assn. of
the British Columbia Institute of Technology v. British Columbia Institute of Technology%&&$
  '/5 WK   %& &$  ´BCIT´  DW SDUDV   $SSHOODWH UHYLHZ RI DQ DUELWUDWRU¶V
DZDUG ZLOO RQO\ RFFXU ZKHUH WKH UHTXLUHPHQWV RI V   DUH PHW DQG ZKHUH WKH OHDYH FRXUW GRHV QRW
H[HUFLVHLWVUHVLGXDOGLVFUHWLRQWRQRQHWKHOHVVGHQ\OHDYH

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 $OWKRXJK &UHVWRQ¶V DSSOLFDWLRQ WR WKH 6& /HDYH &RXUW VRXJKW OHDYH SXUVXDQW WR V   D  E 
DQG F LWDSSHDUVWKHDUJXPHQWVEHIRUHWKDWFRXUWDQGWKURXJKRXWIRFXVHGRQV  D 7KH6&/HDYH
&RXUW¶V GHFLVLRQ TXRWHV D OHQJWK\ SDVVDJH IURP BCIT WKDW IRFXVHV RQ WKH UHTXLUHPHQWV RI V   D 
7KH6&/HDYH&RXUWMXGJHQRWHGWKDWERWKSDUWLHVFRQFHGHGWKHILUVWUHTXLUHPHQWRIV  D WKDWWKH
LVVXH EH RI LPSRUWDQFH WR WKH SDUWLHV 7KH &$ /HDYH &RXUW GHFLVLRQ H[SUHVVHG FRQFHUQ WKDW GHQ\LQJ
OHDYHPLJKWJLYHULVHWRDPLVFDUULDJHRIMXVWLFH²DFULWHULRQRQO\IRXQGLQV  D )LQDOO\QHLWKHU
WKH ORZHU FRXUWV¶ OHDYH GHFLVLRQV QRU WKH DUJXPHQWV EHIRUH WKLV &RXUW UHIOHFWHG DUJXPHQWV DERXW WKH
TXHVWLRQRIODZEHLQJLPSRUWDQWWRVRPHFODVVRUERG\RISHUVRQVRIZKLFKWKHDSSOLFDQWLVDPHPEHU V
  E  RU EHLQJ D SRLQW RI ODZ RI JHQHUDO RU SXEOLF LPSRUWDQFH V   F  $FFRUGLQJO\ WKH
IROORZLQJDQDO\VLVZLOOIRFXVRQV  D 

(2) The Result Is Important to the Parties

 ,QRUGHUIRUOHDYHWREHJUDQWHGIURPDFRPPHUFLDODUELWUDODZDUGDWKUHVKROGUHTXLUHPHQWPXVW
EHPHWOHDYHPXVWEHVRXJKWRQDTXHVWLRQRIODZ+RZHYHUEHIRUHGHDOLQJZLWKWKDWLVVXHLWZLOOEH
FRQYHQLHQWWRTXLFNO\DGGUHVVDQRWKHUUHTXLUHPHQWRIV  D RQZKLFKWKHSDUWLHVDJUHHZKHWKHUWKH
LPSRUWDQFH RI WKH UHVXOW RI WKH DUELWUDWLRQ WR WKH SDUWLHV MXVWLILHV WKH LQWHUYHQWLRQ RI WKH FRXUW -XVWLFH
6DXQGHUVH[SODLQHGWKLVFULWHULRQLQBCITDVUHTXLULQJWKDWWKHUHVXOWRIWKHDUELWUDWLRQEH³VXIILFLHQWO\
LPSRUWDQW´ LQ WHUPV RI SULQFLSOH RU PRQH\ WR WKH SDUWLHV WR MXVWLI\ WKH H[SHQVH DQG WLPH RI FRXUW
SURFHHGLQJV SDUD   7KH SDUWLHV LQ WKLV FDVH KDYH DJUHHG WKDW WKH UHVXOW RI WKH DUELWUDWLRQ LV RI
LPSRUWDQFHWRHDFKRIWKHP,QYLHZRIWKHUHODWLYHO\ODUJHPRQHWDU\DPRXQWLQGLVSXWHDQGLQOLJKWRI
WKHIDFWWKDWWKHSDUWLHVKDYHDJUHHGWKDWWKHUHVXOWLVLPSRUWDQWWRWKHP,DFFHSWWKDWWKHLPSRUWDQFHRI
WKH UHVXOW RI WKH DUELWUDWLRQ WR WKH SDUWLHV MXVWLILHV WKH LQWHUYHQWLRQ RI WKH FRXUW 7KLV UHTXLUHPHQW RI V
  D LVVDWLVILHG

(3) The Question Under Appeal Is Not a Question of Law

D :KHQ,V&RQWUDFWXDO,QWHUSUHWDWLRQD4XHVWLRQRI/DZ"

 8QGHUVRIWKHAAWKHLVVXHXSRQZKLFKOHDYHLVVRXJKWPXVWEHDTXHVWLRQRIODZ)RUWKH
SXUSRVHRILGHQWLI\LQJWKHDSSURSULDWHVWDQGDUGRIUHYLHZRUDVLVWKHFDVHKHUHGHWHUPLQLQJZKHWKHUWKH
UHTXLUHPHQWVIRUOHDYHWRDSSHDODUHPHWUHYLHZLQJFRXUWVDUHUHJXODUO\UHTXLUHGWRGHWHUPLQHZKHWKHU
DQLVVXHGHFLGHGDWILUVWLQVWDQFHLVDTXHVWLRQRIODZIDFWRUPL[HGIDFWDQGODZ

 +LVWRULFDOO\ GHWHUPLQLQJ WKH OHJDO ULJKWV DQG REOLJDWLRQV RI WKH SDUWLHV XQGHU D ZULWWHQ FRQWUDFW
ZDV FRQVLGHUHG D TXHVWLRQ RI ODZ King v. Operating Engineers Training Institute of Manitoba Inc.
 0%&$   0DQ 5 G   0DQ &$  DW SDUD  per 6WHHO -$ . /HZLVRQ The
Interpretation of Contracts WK HG   6XSS   DW SS  DQG * 5 +DOO Canadian
Contractual Interpretation Law QGHG DWSS 7KLVUXOHRULJLQDWHGLQ(QJODQGDWDWLPH
ZKHQ WKHUH ZHUH IUHTXHQW FLYLO MXU\ WULDOV DQG ZLGHVSUHDG LOOLWHUDF\ 8QGHU WKRVH FLUFXPVWDQFHV WKH
LQWHUSUHWDWLRQRIZULWWHQGRFXPHQWVKDGWREHFRQVLGHUHGTXHVWLRQVRIODZEHFDXVHRQO\WKHMXGJHFRXOG
EHDVVXUHGWREHOLWHUDWHDQGWKHUHIRUHFDSDEOHRIUHDGLQJWKHFRQWUDFW +DOODWSDQG/HZLVRQDW
SS 
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 7KLVKLVWRULFDOUDWLRQDOHQRORQJHUDSSOLHV1HYHUWKHOHVVFRXUWVLQWKH8QLWHG.LQJGRPFRQWLQXH
WR WUHDW WKH LQWHUSUHWDWLRQ RI D ZULWWHQ FRQWUDFW DV DOZD\V EHLQJ D TXHVWLRQ RI ODZ Thorner v. Major
>@ 8.+/  >@  $OO (5  8. +/  DW SDUDV  DQG  DQG /HZLVRQ DW SS
  7KH\ GR WKLV GHVSLWH WKH IDFW WKDW 8. FRXUWV FRQVLGHU WKH VXUURXQGLQJ FLUFXPVWDQFHV D
FRQFHSWDGGUHVVHGIXUWKHUEHORZZKHQLQWHUSUHWLQJDZULWWHQFRQWUDFW Prenn v. Simmonds>@$OO
(5 8.+/ DQGReardon Smith Line v. Hansen-Tangen>@$OO(5 8.+/ 

 ,Q &DQDGD WKHUH UHPDLQV VRPH VXSSRUW IRU WKH KLVWRULFDO DSSURDFK 6HH IRU H[DPSOH Jiro
Enterprises Ltd. v. Spencer$%&$ $OWD&$  &DQ/,, DWSDUDQK Investments Inc. v.
Crocus Investment Fund0%&$'/5 WK  0DQ&$ DWSDUDDow Chemical
Canada Inc. v. Shell Chemicals Canada Ltd.$%&$$OWD/5 WK  $OWD&$ DW
SDUDVDQGCostco Wholesale Canada Ltd. v. R.)&$15 )&$ DWSDUD
 +RZHYHU VRPH &DQDGLDQ FRXUWV KDYH DEDQGRQHG WKH KLVWRULFDO DSSURDFK DQG QRZ WUHDW WKH
LQWHUSUHWDWLRQ RI ZULWWHQ FRQWUDFWV DV DQ H[HUFLVH LQYROYLQJ HLWKHU D TXHVWLRQ RI ODZ RU D TXHVWLRQ RI
PL[HGIDFWDQGODZ6HHIRUH[DPSOHWCI Waste Conversion Inc. v. ADI International Inc.3(&$
  1IOG  3(,5  3(, &$  DW SDUD  269893 Alberta Ltd. v. Otter Bay Developments
Ltd.  %&&$   %&$&  %& &$  DW SDUD  Hayes Forest Services Ltd. v.
Weyerhaeuser Co.%&&$'/5 WK  %&&$ DWSDUDPlan Group v. Bell
Canada  21&$   25 G   2QW &$  DW SDUDV  PDMRULW\ UHDVRQV per %ODLU
-$ DQGSDUDV per*LOOHVH-$LQGLVVHQWEXWQRWRQWKLVSRLQW DQGKingDWSDUDV

 7KHVKLIWDZD\IURPWKHKLVWRULFDODSSURDFKLQ&DQDGDDSSHDUVWREHEDVHGRQWZRGHYHORSPHQWV
7KHILUVWLVWKHDGRSWLRQRIDQDSSURDFKWRFRQWUDFWXDOLQWHUSUHWDWLRQZKLFKGLUHFWVFRXUWVWRKDYHUHJDUG
IRU WKH VXUURXQGLQJ FLUFXPVWDQFHV RI WKH FRQWUDFW ² RIWHQ UHIHUUHG WR DV WKH IDFWXDO PDWUL[ ² ZKHQ
LQWHUSUHWLQJ D ZULWWHQ FRQWUDFW +DOO DW SS   DQG  DQG - ' 0F&DPXV The Law of
Contracts QG HG   DW SS   7KH VHFRQG LV WKH H[SODQDWLRQ RI WKH GLIIHUHQFH EHWZHHQ
TXHVWLRQVRIODZDQGTXHVWLRQVRIPL[HGIDFWDQGODZSURYLGHGLQCanada (Director of Investigation &
Research) v. Southam Inc.>@6&5 6&& DWSDUDDQGHousen v. Nikolaisen
6&&>@6&5 6&& DWSDUDVDQG

 5HJDUGLQJWKHILUVWGHYHORSPHQWWKHLQWHUSUHWDWLRQRIFRQWUDFWVKDVHYROYHGWRZDUGVDSUDFWLFDO
FRPPRQVHQVHDSSURDFKQRWGRPLQDWHGE\WHFKQLFDOUXOHVRIFRQVWUXFWLRQ7KHRYHUULGLQJFRQFHUQLVWR
GHWHUPLQH ³WKH LQWHQW RI WKH SDUWLHV DQG WKH VFRSH RI WKHLU XQGHUVWDQGLQJ´ Jesuit Fathers of Upper
Canada v. Guardian Insurance Co. of Canada6&&>@6&5 6&& DWSDUD
per /H%HO - VHH DOVR Tercon Contractors Ltd. v. British Columbia (Minister of Transportation &
Highways)  6&&  >@  6&5  6&&  DW SDUDV  per &URPZHOO -  7R GR VR D
GHFLVLRQPDNHUPXVWUHDGWKHFRQWUDFWDVDZKROHJLYLQJWKHZRUGVXVHGWKHLURUGLQDU\DQGJUDPPDWLFDO
PHDQLQJFRQVLVWHQWZLWKWKHVXUURXQGLQJFLUFXPVWDQFHVNQRZQWRWKHSDUWLHVDWWKHWLPHRIIRUPDWLRQRI
WKH FRQWUDFW &RQVLGHUDWLRQ RI WKH VXUURXQGLQJ FLUFXPVWDQFHV UHFRJQL]HV WKDW DVFHUWDLQLQJ FRQWUDFWXDO
LQWHQWLRQ FDQ EH GLIILFXOW ZKHQ ORRNLQJ DW ZRUGV RQ WKHLU RZQ EHFDXVH ZRUGV DORQH GR QRW KDYH DQ
LPPXWDEOHRUDEVROXWHPHDQLQJ
1RFRQWUDFWVDUHPDGHLQDYDFXXPWKHUHLVDOZD\VDVHWWLQJLQZKLFKWKH\KDYHWREHSODFHG,QD
FRPPHUFLDOFRQWUDFWLWLVFHUWDLQO\ULJKWWKDWWKHFRXUWVKRXOGNQRZWKHFRPPHUFLDOSXUSRVHRIWKH
FRQWUDFWDQGWKLVLQWXUQSUHVXSSRVHVNQRZOHGJHRIWKHJHQHVLVRIWKHWUDQVDFWLRQWKHEDFNJURXQG
WKHFRQWH[WWKHPDUNHWLQZKLFKWKHSDUWLHVDUHRSHUDWLQJ
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG





&UHVWRQ0RO\&RUSY6DWWYD&DSLWDO&RUS6&&&6&
6&&&6&&DUVZHOO%&&DUVZHOO%&


Reardon Smith LineDWSper/RUG:LOEHUIRUFH 

 7KHPHDQLQJRIZRUGVLVRIWHQGHULYHGIURPDQXPEHURIFRQWH[WXDOIDFWRUVLQFOXGLQJWKHSXUSRVH
RI WKH DJUHHPHQW DQG WKH QDWXUH RI WKH UHODWLRQVKLS FUHDWHG E\ WKH DJUHHPHQW VHH Geoffrey L. Moore
Realty Inc. v. Manitoba Motor League0%&$0DQ5 G  0DQ&$ DWSDUD
per+DPLOWRQ-$VHHDOVR+DOODWSDQG0F&DPXVDWSS $VVWDWHGE\/RUG+RIIPDQQLQ
Investors Compensation Scheme Ltd. v. West Bromwich Building Society  >@$OO(5
8.+/ 
7KHPHDQLQJZKLFKDGRFXPHQW RUDQ\RWKHUXWWHUDQFH ZRXOGFRQYH\WRDUHDVRQDEOHPDQLVQRW
WKHVDPHWKLQJDVWKHPHDQLQJRILWVZRUGV7KHPHDQLQJRIZRUGVLVDPDWWHURIGLFWLRQDULHVDQG
JUDPPDUVWKHPHDQLQJRIWKHGRFXPHQWLVZKDWWKHSDUWLHVXVLQJWKRVHZRUGVDJDLQVWWKHUHOHYDQW
EDFNJURXQGZRXOGUHDVRQDEO\KDYHEHHQXQGHUVWRRGWRPHDQ>S@

 $V WR WKH VHFRQG GHYHORSPHQW WKH KLVWRULFDO DSSURDFK WR FRQWUDFWXDO LQWHUSUHWDWLRQ GRHV QRW ILW
ZHOOZLWKWKHGHILQLWLRQRIDSXUHTXHVWLRQRIODZLGHQWLILHGLQHousenDQGSoutham Inc4XHVWLRQVRI
ODZ ³DUH TXHVWLRQVDERXWZKDWWKHFRUUHFWOHJDOWHVWLV´ Southam Inc.DWSDUD <HWLQFRQWUDFWXDO
LQWHUSUHWDWLRQWKHJRDORIWKHH[HUFLVHLVWRDVFHUWDLQWKHREMHFWLYHLQWHQWRIWKHSDUWLHV²DIDFWVSHFLILF
JRDO²WKURXJKWKHDSSOLFDWLRQRIOHJDOSULQFLSOHVRILQWHUSUHWDWLRQ7KLVDSSHDUVFORVHUWRDTXHVWLRQRI
PL[HGIDFWDQGODZGHILQHGLQHousenDV³DSSO\LQJDOHJDOVWDQGDUGWRDVHWRIIDFWV´ SDUDVHHDOVR
Southam Inc. DW SDUD   +RZHYHU VRPH FRXUWV KDYH TXHVWLRQHG ZKHWKHU WKLV GHILQLWLRQ ZKLFK ZDV
GHYHORSHG LQ WKH FRQWH[W RI D QHJOLJHQFH DFWLRQ FDQ EH UHDGLO\ DSSOLHG WR TXHVWLRQV RI FRQWUDFWXDO
LQWHUSUHWDWLRQDQGVXJJHVWWKDWFRQWUDFWXDOLQWHUSUHWDWLRQLVSULPDULO\DOHJDODIIDLU VHHIRUH[DPSOHBell
CanadaDWSDUD 

 :LWK UHVSHFW IRU WKH FRQWUDU\ YLHZ , DP RI WKH RSLQLRQ WKDW WKH KLVWRULFDO DSSURDFK VKRXOG EH
DEDQGRQHG&RQWUDFWXDOLQWHUSUHWDWLRQLQYROYHVLVVXHVRIPL[HGIDFWDQGODZDVLWLVDQH[HUFLVHLQZKLFK
WKHSULQFLSOHVRIFRQWUDFWXDOLQWHUSUHWDWLRQDUHDSSOLHGWRWKHZRUGVRIWKHZULWWHQFRQWUDFWFRQVLGHUHGLQ
OLJKWRIWKHIDFWXDOPDWUL[

 7KHSXUSRVHRIWKHGLVWLQFWLRQEHWZHHQTXHVWLRQVRIODZDQGWKRVHRIPL[HGIDFWDQGODZIXUWKHU
VXSSRUWV WKLV FRQFOXVLRQ 2QH FHQWUDO SXUSRVH RI GUDZLQJ D GLVWLQFWLRQ EHWZHHQ TXHVWLRQV RI ODZ DQG
WKRVHRIPL[HGIDFWDQGODZLVWROLPLWWKHLQWHUYHQWLRQRIDSSHOODWHFRXUWVWRFDVHVZKHUHWKHUHVXOWVFDQ
EHH[SHFWHGWRKDYHDQLPSDFWEH\RQGWKHSDUWLHVWRWKHSDUWLFXODUGLVSXWH,WUHIOHFWVWKHUROHRIFRXUWVRI
DSSHDO LQ HQVXULQJ WKH FRQVLVWHQF\ RI WKH ODZ UDWKHU WKDQ LQ SURYLGLQJ D QHZ IRUXP IRU SDUWLHV WR
FRQWLQXH WKHLU SULYDWH OLWLJDWLRQ )RU WKLV UHDVRQ Southam Inc. LGHQWLILHG WKH GHJUHH RI JHQHUDOLW\ RU
³SUHFHGHQWLDOYDOXH´ DVWKHNH\GLIIHUHQFHEHWZHHQDTXHVWLRQRIODZDQGDTXHVWLRQRIPL[HGIDFWDQG
ODZ7KHPRUHQDUURZWKHUXOHWKHOHVVXVHIXOZLOOEHWKHLQWHUYHQWLRQRIWKHFRXUWRIDSSHDO
,IDFRXUWZHUHWRGHFLGHWKDWGULYLQJDWDFHUWDLQVSHHGRQDFHUWDLQURDGXQGHUFHUWDLQFRQGLWLRQV
ZDVQHJOLJHQWLWVGHFLVLRQZRXOGQRWKDYHDQ\JUHDWYDOXHDVDSUHFHGHQW,QVKRUWDVWKHOHYHORI
JHQHUDOLW\ RI WKH FKDOOHQJHG SURSRVLWLRQDSSURDFKHVXWWHUSDUWLFXODULW\ WKH PDWWHU DSSURDFKHV SXUH
DSSOLFDWLRQDQGKHQFHGUDZVQLJKWREHLQJDQXQTXDOLILHGTXHVWLRQRIPL[HGODZDQGIDFW6HH53
.HUDQVStandards of Review Employed by Appellate Courts  DWSS2IFRXUVHLWLV
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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QRW HDV\ WR VD\ SUHFLVHO\ ZKHUH WKH OLQH VKRXOG EH GUDZQ WKRXJK LQ PRVW FDVHV LW VKRXOG EH
VXIILFLHQWO\FOHDUZKHWKHUWKHGLVSXWHLVRYHUDJHQHUDOSURSRVLWLRQWKDWPLJKWTXDOLI\DVDSULQFLSOH
RIODZRURYHUDYHU\SDUWLFXODUVHWRIFLUFXPVWDQFHVWKDWLVQRWDSWWREHRIPXFKLQWHUHVWWRMXGJHV
DQGODZ\HUVLQWKHIXWXUH>SDUD@

 6LPLODUO\WKLV&RXUWLQHousenIRXQGWKDWGHIHUHQFHWRIDFWILQGHUVSURPRWHGWKHJRDOVRIOLPLWLQJ
WKH QXPEHU OHQJWK DQG FRVW RI DSSHDOV DQG RI SURPRWLQJ WKH DXWRQRP\ DQG LQWHJULW\ RI WULDO
SURFHHGLQJV SDUDV   7KHVH SULQFLSOHV DOVR ZHLJK LQ IDYRXU RI GHIHUHQFH WR ILUVW LQVWDQFH
GHFLVLRQPDNHUVRQSRLQWVRIFRQWUDFWXDOLQWHUSUHWDWLRQ7KHOHJDOREOLJDWLRQVDULVLQJIURPDFRQWUDFWDUH
LQPRVWFDVHVOLPLWHGWRWKHLQWHUHVWRIWKHSDUWLFXODUSDUWLHV*LYHQWKDWRXUOHJDOV\VWHPOHDYHVEURDG
VFRSH WR WULEXQDOV RI ILUVW LQVWDQFH WR UHVROYH LVVXHV RI OLPLWHG DSSOLFDWLRQ WKLV VXSSRUWV WUHDWLQJ
FRQWUDFWXDOLQWHUSUHWDWLRQDVDTXHVWLRQRIPL[HGIDFWDQGODZ

 1RQHWKHOHVVLWPD\EHSRVVLEOHWRLGHQWLI\DQH[WULFDEOH TXHVWLRQ RIODZ IURP ZLWKLQ ZKDWZDV
LQLWLDOO\FKDUDFWHUL]HGDVDTXHVWLRQRIPL[HGIDFWDQGODZ HousenDWSDUDVDQG /HJDOHUURUV
PDGH LQ WKH FRXUVH RI FRQWUDFWXDO LQWHUSUHWDWLRQ LQFOXGH ³WKH DSSOLFDWLRQ RI DQ LQFRUUHFW SULQFLSOH WKH
IDLOXUHWRFRQVLGHUDUHTXLUHGHOHPHQWRIDOHJDOWHVWRUWKHIDLOXUHWRFRQVLGHUDUHOHYDQWIDFWRU´ KingDW
SDUD 0RUHRYHUWKHUHLVQRTXHVWLRQWKDWPDQ\RWKHULVVXHVLQFRQWUDFWODZGRHQJDJHVXEVWDQWLYH
UXOHV RI ODZ WKH UHTXLUHPHQWV IRU WKH IRUPDWLRQ RI WKH FRQWUDFW WKH FDSDFLW\ RI WKH SDUWLHV WKH
UHTXLUHPHQWWKDWFHUWDLQFRQWUDFWVEHHYLGHQFHGLQZULWLQJDQGVRRQ

 +RZHYHU FRXUWV VKRXOG EH FDXWLRXV LQ LGHQWLI\LQJ H[WULFDEOH TXHVWLRQV RI ODZ LQ GLVSXWHV RYHU
FRQWUDFWXDO LQWHUSUHWDWLRQ *LYHQ WKH VWDWXWRU\ UHTXLUHPHQW WR LGHQWLI\ D TXHVWLRQ RI ODZ LQ D OHDYH
DSSOLFDWLRQSXUVXDQWWRV  RIWKHAAWKHDSSOLFDQWIRUOHDYHDQGLWVFRXQVHOZLOOVHHNWRIUDPHDQ\
DOOHJHG HUURUV DV TXHVWLRQV RI ODZ 7KH OHJLVODWXUH KDV VRXJKW WR UHVWULFW VXFK DSSHDOV KRZHYHU DQG
FRXUWVPXVWEHFDUHIXOWRHQVXUHWKDWWKHSURSRVHGJURXQGRIDSSHDOKDVEHHQSURSHUO\FKDUDFWHUL]HG7KH
ZDUQLQJH[SUHVVHGLQHousenWRH[HUFLVHFDXWLRQLQDWWHPSWLQJWRH[WULFDWHDTXHVWLRQRIODZLVUHOHYDQW
KHUH
$SSHOODWHFRXUWVPXVWEHFDXWLRXVKRZHYHULQILQGLQJWKDWDWULDOMXGJHHUUHGLQODZLQKLVRUKHU
GHWHUPLQDWLRQRIQHJOLJHQFHDVLWLVRIWHQGLIILFXOWWRH[WULFDWHWKHOHJDOTXHVWLRQVIURPWKHIDFWXDO,W
LVIRUWKLVUHDVRQWKDWWKHVHPDWWHUVDUHUHIHUUHGWRDVTXHVWLRQVRI³PL[HGODZDQGIDFW´:KHUHWKH
OHJDOSULQFLSOHLVQRWUHDGLO\H[WULFDEOHWKHQWKHPDWWHULVRQHRI³PL[HGODZDQGIDFW´>SDUD@

 $OWKRXJKWKDWFDXWLRQZDVH[SUHVVHGLQWKHFRQWH[WRIDQHJOLJHQFHFDVHLWDSSOLHVLQP\RSLQLRQ
WR FRQWUDFWXDO LQWHUSUHWDWLRQ DV ZHOO $V PHQWLRQHG DERYH WKH JRDO RI FRQWUDFWXDO LQWHUSUHWDWLRQ WR
DVFHUWDLQ WKH REMHFWLYH LQWHQWLRQV RI WKH SDUWLHV LV LQKHUHQWO\ IDFW VSHFLILF 7KH FORVH UHODWLRQVKLS
EHWZHHQ WKH VHOHFWLRQ DQG DSSOLFDWLRQ RI SULQFLSOHV RI FRQWUDFWXDO LQWHUSUHWDWLRQ DQG WKH FRQVWUXFWLRQ
XOWLPDWHO\ JLYHQ WR WKH LQVWUXPHQW PHDQV WKDW WKH FLUFXPVWDQFHV LQ ZKLFK D TXHVWLRQ RI ODZ FDQ EH
H[WULFDWHG IURP WKH LQWHUSUHWDWLRQ SURFHVV ZLOO EH UDUH ,Q WKH DEVHQFH RI D OHJDO HUURU RI WKH W\SH
GHVFULEHGDERYHQRDSSHDOOLHVXQGHUWKHAAIURPDQDUELWUDWRU¶VLQWHUSUHWDWLRQRIDFRQWUDFW

E 7KH5ROHDQG1DWXUHRIWKH³6XUURXQGLQJ&LUFXPVWDQFHV´

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG





&UHVWRQ0RO\&RUSY6DWWYD&DSLWDO&RUS6&&&6&
6&&&6&&DUVZHOO%&&DUVZHOO%&


 ,QRZWXUQWRWKHUROHRIWKHVXUURXQGLQJFLUFXPVWDQFHVLQFRQWUDFWXDOLQWHUSUHWDWLRQDQGWKHQDWXUH
RIWKHHYLGHQFHWKDWFDQEHFRQVLGHUHG7KHGLVFXVVLRQKHUHLVOLPLWHGWRWKHFRPPRQODZDSSURDFKWR
FRQWUDFWXDO LQWHUSUHWDWLRQ LW GRHV QRW VHHN WR DSSO\ WR RU DOWHU WKH ODZ RI FRQWUDFWXDO LQWHUSUHWDWLRQ
JRYHUQHGE\WKHCivil Code of Québec

 :KLOH WKH VXUURXQGLQJ FLUFXPVWDQFHV ZLOO EH FRQVLGHUHG LQ LQWHUSUHWLQJ WKH WHUPV RI D FRQWUDFW
WKH\PXVWQHYHUEHDOORZHGWRRYHUZKHOPWKHZRUGVRIWKDWDJUHHPHQW Hayes Forest ServicesDWSDUD
 DQG +DOO DW S   7KH JRDO RI H[DPLQLQJ VXFK HYLGHQFH LV WR GHHSHQ D GHFLVLRQPDNHU¶V
XQGHUVWDQGLQJ RI WKH PXWXDO DQG REMHFWLYH LQWHQWLRQV RI WKH SDUWLHV DV H[SUHVVHG LQ WKH ZRUGV RI WKH
FRQWUDFW7KHLQWHUSUHWDWLRQRIDZULWWHQFRQWUDFWXDOSURYLVLRQPXVWDOZD\VEHJURXQGHGLQWKHWH[WDQG
UHDGLQOLJKWRIWKHHQWLUHFRQWUDFW +DOODWSSDQG :KLOHWKHVXUURXQGLQJFLUFXPVWDQFHVDUH
UHOLHG XSRQ LQ WKH LQWHUSUHWLYH SURFHVV FRXUWV FDQQRW XVH WKHP WR GHYLDWH IURP WKH WH[W VXFK WKDW WKH
FRXUWHIIHFWLYHO\FUHDWHVDQHZDJUHHPHQW Glaswegian Enterprises Inc. v. BC Tel Mobility Cellular Inc.
 %&$& %&&$ 

 7KH QDWXUH RI WKH HYLGHQFH WKDW FDQ EH UHOLHG XSRQ XQGHU WKH UXEULF RI ³VXUURXQGLQJ
FLUFXPVWDQFHV´ ZLOO QHFHVVDULO\ YDU\ IURP FDVH WR FDVH ,W GRHV KRZHYHU KDYH LWV OLPLWV ,W VKRXOG
FRQVLVWRQO\RIREMHFWLYHHYLGHQFHRIWKHEDFNJURXQGIDFWVDWWKHWLPHRIWKHH[HFXWLRQRIWKHFRQWUDFW
King DW SDUDV  DQG   WKDW LV NQRZOHGJH WKDW ZDV RU UHDVRQDEO\ RXJKW WR KDYH EHHQ ZLWKLQ WKH
NQRZOHGJH RI ERWK SDUWLHV DW RU EHIRUH WKH GDWH RI FRQWUDFWLQJ 6XEMHFW WR WKHVH UHTXLUHPHQWV DQG WKH
SDUROHYLGHQFHUXOHGLVFXVVHGEHORZWKLVLQFOXGHVLQWKHZRUGVRI/RUG+RIIPDQQ³DEVROXWHO\DQ\WKLQJ
ZKLFKZRXOGKDYHDIIHFWHGWKHZD\LQZKLFKWKHODQJXDJHRIWKHGRFXPHQWZRXOGKDYHEHHQXQGHUVWRRG
E\ D UHDVRQDEOH PDQ´ Investors Compensation Scheme DW S   :KHWKHU VRPHWKLQJ ZDV RU
UHDVRQDEO\RXJKWWRKDYHEHHQZLWKLQWKHFRPPRQNQRZOHGJHRIWKHSDUWLHVDWWKHWLPHRIH[HFXWLRQRI
WKHFRQWUDFWLVDTXHVWLRQRIIDFW

F &RQVLGHULQJWKH6XUURXQGLQJ&LUFXPVWDQFHV'RHV1RW2IIHQGWKH3DURO(YLGHQFH5XOH

 ,WLVQHFHVVDU\WRVD\DZRUGDERXWFRQVLGHUDWLRQRIWKHVXUURXQGLQJFLUFXPVWDQFHVDQGWKHSDURO
HYLGHQFHUXOH7KHSDUROHYLGHQFHUXOHSUHFOXGHVDGPLVVLRQRIHYLGHQFHRXWVLGHWKHZRUGVRIWKHZULWWHQ
FRQWUDFWWKDWZRXOGDGGWRVXEWUDFWIURPYDU\RUFRQWUDGLFWDFRQWUDFWWKDWKDVEHHQZKROO\UHGXFHGWR
ZULWLQJ King DW SDUD  DQG +DOO DW S   7R WKLV HQG WKH UXOH SUHFOXGHV DPRQJ RWKHU WKLQJV
HYLGHQFHRIWKHVXEMHFWLYHLQWHQWLRQVRIWKHSDUWLHV +DOODWSSDQGEli Lilly & Co. v. Novopharm
Ltd.>@6&5 6&& DWSDUDVper,DFREXFFL- 7KHSXUSRVHRIWKHSDUROHYLGHQFH
UXOHLVSULPDULO\WRDFKLHYHILQDOLW\DQGFHUWDLQW\LQFRQWUDFWXDOREOLJDWLRQVDQGVHFRQGDULO\WRKDPSHUD
SDUW\¶VDELOLW\WRXVHIDEULFDWHGRUXQUHOLDEOHHYLGHQFHWRDWWDFNDZULWWHQFRQWUDFW C.J.A., Local 579 v.
Bradco Construction Ltd.>@6&5 6&& DWSSper6RSLQND- 

 7KH SDURO HYLGHQFH UXOH GRHV QRW DSSO\ WR SUHFOXGH HYLGHQFH RI WKH VXUURXQGLQJ FLUFXPVWDQFHV
6XFK HYLGHQFH LV FRQVLVWHQW ZLWK WKH REMHFWLYHV RI ILQDOLW\ DQG FHUWDLQW\ EHFDXVH LW LV XVHG DV DQ
LQWHUSUHWLYHDLGIRUGHWHUPLQLQJWKHPHDQLQJRIWKHZULWWHQZRUGVFKRVHQE\WKHSDUWLHVQRWWRFKDQJHRU
RYHUUXOH WKH PHDQLQJ RI WKRVH ZRUGV 7KH VXUURXQGLQJ FLUFXPVWDQFHV DUH IDFWV NQRZQ RU IDFWV WKDW
UHDVRQDEO\RXJKWWRKDYHEHHQNQRZQWRERWKSDUWLHVDWRUEHIRUHWKHGDWHRIFRQWUDFWLQJWKHUHIRUHWKH
FRQFHUQRIXQUHOLDELOLW\GRHVQRWDULVH

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 6RPHDXWKRULWLHVDQGFRPPHQWDWRUVVXJJHVWWKDWWKHSDUROHYLGHQFHUXOHLVDQDQDFKURQLVPRUDW
WKHYHU\OHDVWRIOLPLWHGDSSOLFDWLRQLQYLHZRIWKHP\ULDGRIH[FHSWLRQVWRLW VHHIRUH[DPSOHGutierrez
v. Tropic International Ltd.  25 G  2QW&$ DWSDUDVDQG+DOODWSS 
)RU WKH SXUSRVHV RI WKLV DSSHDO LW LV VXIILFLHQW WR VD\ WKDW WKH SDURO HYLGHQFH UXOH GRHV QRW DSSO\ WR
SUHFOXGHHYLGHQFHRIVXUURXQGLQJFLUFXPVWDQFHVZKHQLQWHUSUHWLQJWKHZRUGVRIDZULWWHQFRQWUDFW

G $SSOLFDWLRQWRWKH3UHVHQW&DVH

 ,QWKLVFDVHWKH&$/HDYH&RXUWJUDQWHGOHDYHRQWKHIROORZLQJLVVXH³:KHWKHUWKH$UELWUDWRU
HUUHGLQODZLQIDLOLQJWRFRQVWUXHWKHZKROHRIWKH)LQGHU¶V)HH$JUHHPHQW´ $5YRODWS 

 $VZLOOEHH[SODLQHGEHORZZKLOHWKHUHTXLUHPHQWWRFRQVWUXHDFRQWUDFWDVDZKROHLVDTXHVWLRQ
RI ODZ WKDW FRXOG²LIH[WULFDEOH²VDWLVI\WKHWKUHVKROGUHTXLUHPHQWXQGHUVRIWKH AA , GR QRW
WKLQNWKLVTXHVWLRQZDVSURSHUO\H[WULFDWHGLQWKLVFDVH

 , DFFHSW WKDW D IXQGDPHQWDO SULQFLSOH RI FRQWUDFWXDO LQWHUSUHWDWLRQ LV WKDW D FRQWUDFW PXVW EH
FRQVWUXHG DV D ZKROH 0F&DPXV DW SS  DQG +DOO DW S   ,I WKH DUELWUDWRU GLG QRW WDNH WKH
³PD[LPXPDPRXQW´SURYLVRLQWRDFFRXQWDVDOOHJHGE\&UHVWRQWKHQKHGLGQRWFRQVWUXHWKH$JUHHPHQW
DVDZKROHEHFDXVHKHLJQRUHGDVSHFLILFDQGUHOHYDQWSURYLVLRQRIWKH$JUHHPHQW7KLVLVDTXHVWLRQRI
ODZWKDWZRXOGEHH[WULFDEOHIURPDILQGLQJRIPL[HGIDFWDQGODZ

 +RZHYHULWDSSHDUVWKDWWKHDUELWUDWRUGLGFRQVLGHUWKH³PD[LPXPDPRXQW´SURYLVR,QGHHGWKH
&$ /HDYH &RXUW DFNQRZOHGJHV WKDW WKH DUELWUDWRU KDG FRQVLGHUHG WKDW SURYLVR VLQFH LW QRWHV WKDW KH
WXUQHG KLV PLQG WR WKH 86 PLOOLRQ PD[LPXP DPRXQW DQ DPRXQW WKDW FDQ RQO\ EH FDOFXODWHG E\
UHIHUULQJWRWKH76;9SROLF\UHIHUHQFHGLQWKH³PD[LPXPDPRXQW´SURYLVRLQVRIWKH$JUHHPHQW
$V , UHDG LWV UHDVRQV UDWKHU WKDQ EHLQJ FRQFHUQHG ZLWK ZKHWKHU WKH DUELWUDWRU LJQRUHG WKH PD[LPXP
DPRXQWSURYLVRZKLFKLVZKDW&UHVWRQDOOHJHVLQWKLV&RXUWWKH&$/HDYH&RXUWGHFLVLRQIRFXVHGRQ
KRZ WKH DUELWUDWRU FRQVWUXHG V  RI WKH $JUHHPHQW ZKLFK LQFOXGHG WKH PD[LPXP DPRXQW SURYLVR
SDUDV )RUH[DPSOHWKH&$/HDYH&RXUWH[SUHVVHGFRQFHUQWKDWWKHDUELWUDWRUGLGQRWDGGUHVV
WKH³LQFRQJUXLW\´LQWKHIDFWWKDWWKHYDOXHRIWKHIHHZRXOGYDU\³KXJHO\´GHSHQGLQJRQZKHWKHULWZDV
WDNHQLQFDVKRUVKDUHV SDUD 

 :LWKUHVSHFWWKH&$/HDYH&RXUWHUUHGLQILQGLQJWKDWWKHFRQVWUXFWLRQRIVRIWKH$JUHHPHQW
FRQVWLWXWHG D TXHVWLRQ RI ODZ $V H[SODLQHG E\ -XVWLFH $UPVWURQJ LQ WKH 6& $SSHDO &RXUW GHFLVLRQ
FRQVWUXLQJ V  DQG WDNLQJ DFFRXQW RI WKH SURYLVR UHTXLUHG UHO\LQJ RQ WKH UHOHYDQW VXUURXQGLQJ
FLUFXPVWDQFHVLQFOXGLQJWKHVRSKLVWLFDWLRQRIWKHSDUWLHVWKHIOXFWXDWLRQLQVKDUHSULFHVDQGWKHQDWXUH
RIWKHULVNDSDUW\DVVXPHVZKHQGHFLGLQJWRDFFHSWDIHHLQVKDUHVDVRSSRVHGWRFDVK6XFKDQH[HUFLVH
UDLVHVDTXHVWLRQRIPL[HGIDFWDQGODZ7KHUHEHLQJQRTXHVWLRQRIODZH[WULFDEOHIURPWKHPL[HGIDFW
DQG ODZ TXHVWLRQ RI KRZ V  DQG WKH SURYLVR VKRXOG EH LQWHUSUHWHG WKH &$ /HDYH &RXUW HUUHG LQ
JUDQWLQJOHDYHWRDSSHDO

 7KHFRQFOXVLRQWKDW&UHVWRQ¶VDSSOLFDWLRQIRUOHDYHWRDSSHDOUDLVHGQRTXHVWLRQRIODZZRXOGEH
VXIILFLHQWWRGLVSRVHRIWKLVDSSHDO+RZHYHUDVWKLV&RXUWUDUHO\KDVWKHRSSRUWXQLW\WRDGGUHVVDSSHDOV
RIDUELWUDODZDUGVLWLVLQP\YLHZXVHIXOWRH[SODLQWKDWHYHQKDGWKH&$/HDYH&RXUWEHHQFRUUHFWLQ
ILQGLQJ WKDW FRQVWUXFWLRQ RI V  RI WKH $JUHHPHQW FRQVWLWXWHG D TXHVWLRQ RI ODZ LW VKRXOG KDYH
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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QRQHWKHOHVVGHQLHGOHDYHWRDSSHDODVWKHDSSOLFDWLRQDOVRIDLOHGWKHPLVFDUULDJHRIMXVWLFHDQGUHVLGXDO
GLVFUHWLRQVWDJHVRIWKHOHDYHDQDO\VLVVHWRXWLQV  D RIWKHAA

(4) May Prevent a Miscarriage of Justice

D 0LVFDUULDJHRI-XVWLFHIRUWKH3XUSRVHVRI6HFWLRQ  D RIWKH$$

 2QFHDTXHVWLRQRIODZKDVEHHQLGHQWLILHGWKHFRXUWPXVWEHVDWLVILHGWKDWWKHGHWHUPLQDWLRQRI
WKDWSRLQWRIODZRQDSSHDO³PD\SUHYHQWDPLVFDUULDJHRIMXVWLFH´LQRUGHUIRULWWRJUDQWOHDYHWRDSSHDO
SXUVXDQWWRV  D RIWKHAA7KHILUVWVWHSLQWKLVDQDO\VLVLVGHILQLQJPLVFDUULDJHRIMXVWLFHIRUWKH
SXUSRVHVRIV  D 

 ,QBCIT-XVWLFH6DXQGHUVGLVFXVVHGWKHPLVFDUULDJHRIMXVWLFHUHTXLUHPHQWXQGHUV  D 6KH
DIILUPHGWKHGHILQLWLRQVHWRXWLQDomtar Inc. v. Belkin Inc.  %&/5 G  %&&$ 
ZKLFKUHTXLUHGWKHHUURURIODZLQTXHVWLRQWREHDPDWHULDOLVVXHWKDWLIGHFLGHGGLIIHUHQWO\ZRXOGOHDG
WRDGLIIHUHQWUHVXOW³LIWKHSRLQWRIODZZHUHGHFLGHGGLIIHUHQWO\WKHDUELWUDWRUZRXOGKDYHEHHQOHG
WRDGLIIHUHQWUHVXOW,QRWKHUZRUGVZDVWKHDOOHJHGHUURURIODZPDWHULDOWRWKHGHFLVLRQGRHVLWJRWRLWV
KHDUW"´ BCIT DW SDUD   6HH DOVR Cusson v. Quan  6&&  >@  6&5  6&& 
ZKLFKGLVFXVVHVWKHWHVWRIZKHWKHU³VRPHVXEVWDQWLDOZURQJRUPLVFDUULDJHRIMXVWLFHKDVRFFXUUHG´LQ
WKHFRQWH[WRIDFLYLOMXU\WULDO SDUD 

 +DYLQJ UHJDUG WR BCIT DQG Quan , DP RI WKH RSLQLRQ WKDW LQ RUGHU WR ULVH WR WKH OHYHO RI D
PLVFDUULDJHRIMXVWLFHIRUWKHSXUSRVHVRIV  D RIWKHAADQDOOHJHGOHJDOHUURUPXVWSHUWDLQWRD
PDWHULDOLVVXHLQWKHGLVSXWHZKLFKLIGHFLGHGGLIIHUHQWO\ZRXOGDIIHFWWKHUHVXOWRIWKHFDVH

 $FFRUGLQJ WR WKLV VWDQGDUG D GHWHUPLQDWLRQ RI D SRLQW RI ODZ ³PD\ SUHYHQW D PLVFDUULDJH RI
MXVWLFH´RQO\ZKHUHWKHDSSHDOLWVHOIKDVVRPHSRVVLELOLW\RIVXFFHHGLQJ$QDSSHDOZLWKQRFKDQFHRI
VXFFHVVZLOOQRWPHHWWKHWKUHVKROGRI³PD\SUHYHQWDPLVFDUULDJHRIMXVWLFH´EHFDXVHWKHUHZRXOGEHQR
FKDQFHWKDWWKHRXWFRPHRIWKHDSSHDOZRXOGFDXVHDFKDQJHLQWKHILQDOUHVXOWRIWKHFDVH

 $W WKH OHDYH VWDJH LW LV QRW DSSURSULDWH WR FRQVLGHU WKH IXOO PHULWV RI D FDVH DQG PDNH D ILQDO
GHWHUPLQDWLRQUHJDUGLQJZKHWKHUDQHUURURIODZZDVPDGH+RZHYHUVRPHSUHOLPLQDU\FRQVLGHUDWLRQRI
WKHTXHVWLRQRIODZLVQHFHVVDU\WRGHWHUPLQHZKHWKHUWKHDSSHDOKDVWKHSRWHQWLDOWRVXFFHHGDQGWKXVWR
FKDQJHWKHUHVXOWLQWKHFDVH

 BCITVHWVWKHWKUHVKROGIRUWKLVSUHOLPLQDU\DVVHVVPHQWRIWKHDSSHDODV³PRUHWKDQDQDUJXDEOH
SRLQW´ SDUD :LWKUHVSHFWRQFHDQDUJXDEOHSRLQWKDVEHHQPDGHRXWLWLVQRWDSSDUHQWZKDWPRUH
LVUHTXLUHGWRPHHWWKH³PRUHWKDQDQDUJXDEOHSRLQW´VWDQGDUG3UHVXPDEO\WKHOHDYHMXGJHZRXOGKDYH
WRGHOYHPRUHGHHSO\LQWRWKHDUJXPHQWVDURXQGWKHTXHVWLRQRIODZRQDSSHDOWKDQZRXOGEHDSSURSULDWH
DWWKHOHDYHVWDJHWRILQGmoreWKDQDQDUJXDEOHSRLQW5HTXLULQJWKLVFORVHUH[DPLQDWLRQRIWKHSRLQWRI
ODZ LQ P\ UHVSHFWIXO YLHZ EOXUV WKH OLQH EHWZHHQ WKH IXQFWLRQ RI WKH FRXUW FRQVLGHULQJ WKH OHDYH
DSSOLFDWLRQDQGWKHFRXUWKHDULQJWKHDSSHDO

 ,QP\RSLQLRQWKHDSSURSULDWHWKUHVKROGIRUDVVHVVLQJWKHOHJDOTXHVWLRQDWLVVXHXQGHUV  LV
ZKHWKHU LW KDV DUJXDEOH PHULW 7KH DUJXDEOH PHULW VWDQGDUG LV RIWHQ XVHG WR DVVHVV RQ D SUHOLPLQDU\
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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EDVLVWKHPHULWVRIDQDSSHDODWWKHOHDYHVWDJH VHHIRUH[DPSOHQuick Auto Lease Inc. v. Nordin
0%&$0DQ5 G  0DQ&$ DWSDUDDQGR. v. Fedossenko$%&$ $OWD
&$  &DQ/,, DWSDUD ³$UJXDEOHPHULW´LVDZHOONQRZQSKUDVHZKRVHPHDQLQJKDVEHHQH[SUHVVHG
LQDYDULHW\RIZD\V³DUHDVRQDEOHSURVSHFWRIVXFFHVV´ Quick Auto Lease Inc.DWSDUDDQGEnns v.
Hansey  0%&$  0DQ &$  &DQ/,,  DW SDUD   ³VRPH KRSH RI VXFFHVV´ DQG ³VXIILFLHQW
PHULW´ R. v. Hubley3(&$1IOG 3(,5 3(,&$ DWSDUD DQG³FUHGLEOH
DUJXPHQW´ R. v. Will6.&$6DVN5 6DVN&$>,Q&KDPEHUV@ DWSDUD ,QP\
YLHZWKHFRPPRQWKUHDGDPRQJWKHYDULRXVH[SUHVVLRQVXVHGWRGHVFULEHDUJXDEOHPHULWLVWKDWWKHLVVXH
UDLVHGE\WKHDSSOLFDQWFDQQRWEHGLVPLVVHGWKURXJKDSUHOLPLQDU\H[DPLQDWLRQRIWKHTXHVWLRQRIODZ,Q
RUGHUWRGHFLGHZKHWKHUWKHDZDUGVKRXOGEHVHWDVLGHDPRUHWKRURXJKH[DPLQDWLRQLVQHFHVVDU\DQG
WKDWH[DPLQDWLRQLVDSSURSULDWHO\FRQGXFWHGE\WKHFRXUWKHDULQJWKHDSSHDORQFHOHDYHLVJUDQWHG

 $VVHVVLQJZKHWKHUWKHLVVXHUDLVHGE\DQDSSOLFDWLRQIRUOHDYHWRDSSHDOKDVDUJXDEOHPHULWPXVW
EHGRQHLQOLJKWRIWKHVWDQGDUGRIUHYLHZRQZKLFKWKHPHULWVRIWKHDSSHDOZLOOEHMXGJHG7KLVUHTXLUHV
D SUHOLPLQDU\ DVVHVVPHQW RI WKH DSSOLFDEOH VWDQGDUG RI UHYLHZ $V , ZLOO ODWHU H[SODLQ UHDVRQDEOHQHVV
ZLOO DOPRVW DOZD\V DSSO\ WR FRPPHUFLDO DUELWUDWLRQV FRQGXFWHG SXUVXDQW WR WKH AA H[FHSW LQ WKH UDUH
FLUFXPVWDQFHV ZKHUH WKH TXHVWLRQ LV RQH WKDW ZRXOG DWWUDFW D FRUUHFWQHVV VWDQGDUG VXFK DV D
FRQVWLWXWLRQDO TXHVWLRQ RU D TXHVWLRQ RI ODZ RI FHQWUDO LPSRUWDQFH WR WKH OHJDO V\VWHP DV D ZKROH DQG
RXWVLGHWKHDGMXGLFDWRU¶VH[SHUWLVH7KHUHIRUHWKHOHDYHLQTXLU\ZLOORUGLQDULO\DVNZKHWKHUWKHUHLVDQ\
DUJXDEOH PHULW WR WKH SRVLWLRQ WKDW WKH DUELWUDWRU¶V GHFLVLRQ RQ WKH TXHVWLRQ DW LVVXH LV XQUHDVRQDEOH
NHHSLQJ LQ PLQG WKDW WKH GHFLVLRQPDNHU LV QRW UHTXLUHG WR UHIHU WR DOO WKH DUJXPHQWV SURYLVLRQV RU
MXULVSUXGHQFHRUWRPDNHVSHFLILFILQGLQJVRQHDFKFRQVWLWXHQWHOHPHQWIRUWKHGHFLVLRQWREHUHDVRQDEOH
N.L.N.U. v. Newfoundland & Labrador (Treasury Board)6&&>@6&5 6&& 
DWSDUD 2IFRXUVHWKHOHDYHFRXUW¶VDVVHVVPHQWRIWKHVWDQGDUGRIUHYLHZLVRQO\SUHOLPLQDU\DQG
GRHVQRWELQGWKHFRXUWZKLFKFRQVLGHUVWKHPHULWVRIWKHDSSHDO$VVXFKWKLVVKRXOGQRWEHWDNHQDVDQ
LQYLWDWLRQWRHQJDJHLQH[WHQVLYHDUJXPHQWVRUDQDO\VLVDERXWWKHVWDQGDUGRIUHYLHZDWWKHOHDYHVWDJH

 ,QBCIT6DXQGHUV-$FRQVLGHUHGWKHVWDJHRIV  D RIWKHAADWZKLFKDQH[DPLQDWLRQRI
WKHPHULWVRIWKHDSSHDOVKRXOGRFFXU$WWKHEHKHVWRIRQHRIWKHSDUWLHVVKHFRQVLGHUHGH[DPLQLQJWKH
PHULWVXQGHUWKHPLVFDUULDJHRIMXVWLFHFULWHULRQ+RZHYHUVKHGHFLGHGWKDWDFRQVLGHUDWLRQRIWKHPHULWV
ZDVEHVWGRQHDWWKHUHVLGXDOGLVFUHWLRQVWDJH+HUUHDVRQVLQGLFDWHWKDWWKLVGHFLVLRQZDVPRWLYDWHGE\
WKHGHVLUHWRWDNHDFRQVLVWHQWDSSURDFKDFURVVV  D  E DQG F 
:KHUHWKHQLIDQ\ZKHUHGRHVFRQVLGHUDWLRQRIWKHPHULWVRIWKHWKHDSSHDOEHORQJ"0U5REHUWVIRU
WKH6WXGHQW$VVRFLDWLRQFRQWHQGVWKDWDQ\FRQVLGHUDWLRQRIWKHPHULWVRIWKHDSSHDOEHORQJVLQWKH
GHWHUPLQDWLRQRIZKHWKHUDPLVFDUULDJHRIMXVWLFHPD\RFFXUWKDWLVXQGHUWKHVHFRQGFULWHULRQ,GR
QRWDJUHH,QP\YLHZWKHDSSDUHQWPHULWRUODFNRIPHULWRIDQDSSHDOLVSDUWRIWKHH[HUFLVHRIWKH
UHVLGXDO GLVFUHWLRQ DQG DSSOLHV HTXDOO\ WR DOO WKUHH VXEVHFWLRQV a  WKURXJK c  -XVW DV DQ DSSHDO
ZRHIXOO\ ODFNLQJ LQ PHULW VKRXOG QRW DWWUDFW OHDYH XQGHU b  RI LPSRUWDQFH WR D FODVV RI SHRSOH
LQFOXGLQJWKHDSSOLFDQW RU c  RI JHQHUDORUSXEOLFLPSRUWDQFH VRWRRLWVKRXOGQRWDWWUDFW OHDYH
XQGHU a &RQVLGHUDWLRQRIWKHPHULWVIRUFRQVLVWHQF\LQWKHVHFWLRQDVDZKROHVKRXOGEHPDGHDV
SDUWRIWKHH[HUFLVHRIUHVLGXDOGLVFUHWLRQ>SDUD@

 , DFNQRZOHGJH WKH FRQVLVWHQF\ UDWLRQDOH +RZHYHU LQ P\ UHVSHFWIXO RSLQLRQ WKH GHVLUH IRU D
FRQVLVWHQW DSSURDFK WR V   D  E  DQG F  FDQQRW RYHUULGH WKH WH[W RI WKH OHJLVODWLRQ 8QOLNH V
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG





&UHVWRQ0RO\&RUSY6DWWYD&DSLWDO&RUS6&&&6&
6&&&6&&DUVZHOO%&&DUVZHOO%&


  E DQG F V  D UHTXLUHVDQDVVHVVPHQWWRGHWHUPLQHZKHWKHUDOORZLQJOHDYHWRDSSHDO³PD\
SUHYHQWDPLVFDUULDJHRIMXVWLFH´,WLVP\RSLQLRQWKDWDSUHOLPLQDU\DVVHVVPHQWRIWKHTXHVWLRQRIODZLV
DQ LPSOLFLW FRPSRQHQW LQ D GHWHUPLQDWLRQ RI ZKHWKHU DOORZLQJ OHDYH ³PD\ SUHYHQW D PLVFDUULDJH RI
MXVWLFH´

 +RZHYHU LQ DQ DSSOLFDWLRQ IRU OHDYH WR DSSHDO SXUVXDQW WR V   E  RU F  QHLWKHU RI ZKLFK
FRQWDLQDPLVFDUULDJHRIMXVWLFHUHTXLUHPHQW,DJUHHZLWK-XVWLFH6DXQGHUVLQBCITWKDWDSUHOLPLQDU\
H[DPLQDWLRQRIWKHPHULWVRIWKHTXHVWLRQRIODZVKRXOGEHDVVHVVHGDWWKHUHVLGXDOGLVFUHWLRQVWDJHRIWKH
DQDO\VLVDVFRQVLGHULQJWKHPHULWVRIWKHSURSRVHGDSSHDOZLOODOZD\VEHUHOHYDQWZKHQGHFLGLQJZKHWKHU
WRJUDQWOHDYHWRDSSHDOXQGHUV

 ,QVXPLQRUGHUWRHVWDEOLVKWKDW³WKHLQWHUYHQWLRQRIWKHFRXUWDQGWKHGHWHUPLQDWLRQRIWKHSRLQW
RIODZPD\SUHYHQWDPLVFDUULDJHRIMXVWLFH´IRUWKHSXUSRVHVRIV  D RIWKHAADQDSSOLFDQWPXVW
GHPRQVWUDWHWKDWWKHSRLQWRIODZRQDSSHDOLVPDWHULDOWRWKHILQDOUHVXOWDQGKDVDUJXDEOHPHULW

E $SSOLFDWLRQWRWKH3UHVHQW&DVH

 7KH &$ /HDYH &RXUW IRXQG WKDW WKH DUELWUDWRU PD\ KDYH HUUHG LQ ODZ E\ QRW LQWHUSUHWLQJ WKH
$JUHHPHQWDVDZKROHVSHFLILFDOO\LQLJQRULQJWKH³PD[LPXPDPRXQW´SURYLVR$FFHSWLQJWKDWWKLVLVD
TXHVWLRQ RI ODZ IRU WKHVH SXUSRVHVRQO\ D GHWHUPLQDWLRQ RI WKH TXHVWLRQ ZRXOG EHPDWHULDO EHFDXVH LW
FRXOG FKDQJH WKH XOWLPDWH UHVXOW DUULYHG DW E\ WKH DUELWUDWRU 7KH DUELWUDWRU DZDUGHG  PLOOLRQ LQ
GDPDJHVRQWKHEDVLVWKDWWKHUHZDVDQSHUFHQWFKDQFHWKH76;9ZRXOGDSSURYHDILQGHU¶VIHHSDLG
LQ  VKDUHV ,I &UHVWRQ¶V DUJXPHQW LV FRUUHFW DQG WKH  VKDUH SULFH LV IRUHFORVHG E\ WKH
³PD[LPXPDPRXQW´SURYLVRGDPDJHVZRXOGEHUHGXFHGWR86PLOOLRQDVLJQLILFDQWUHGXFWLRQIURP
WKHDUELWUDWRU¶VDZDUGRIGDPDJHV

 $V V   D  RI WKH AA LV WKH UHOHYDQW SURYLVLRQ LQ WKLV FDVH D SUHOLPLQDU\ DVVHVVPHQW RI WKH
TXHVWLRQRIODZZLOOEHFRQGXFWHGLQRUGHUWRGHWHUPLQHLIDPLVFDUULDJHRIMXVWLFHFRXOGKDYHRFFXUUHG
KDG &UHVWRQ EHHQ GHQLHG OHDYH WR DSSHDO &UHVWRQ DUJXHV WKDW WKH IDFW WKDW WKH DUELWUDWRU¶V FRQFOXVLRQ
UHVXOWV LQ 6DWWYD UHFHLYLQJ VKDUHV YDOXHG DW FRQVLGHUDEO\ PRUH WKDQ WKH 86 PLOOLRQ PD[LPXP
GLFWDWHG E\ WKH ³PD[LPXP DPRXQW´ SURYLVR LV HYLGHQFH RI WKH DUELWUDWRU¶V IDLOXUH WR FRQVLGHU WKDW
SURYLVR

 +RZHYHUWKHDUELWUDWRUGLGUHIHUWRVWKH³PD[LPXPDPRXQW´SURYLVRDWWZRSRLQWVLQKLV
GHFLVLRQSDUDVDQG D )RUH[DPSOHDWSDUDKHVWDWHG
,Q VXPPDU\ WKHQ DV RI 0DUFK   LW ZDV FOHDU DQG EH\RQG DUJXPHQW WKDW XQGHU WKH
$JUHHPHQW
D 6DWWYDZDVHQWLWOHGWRDIHHHTXDOWRWKHPD[LPXPDPRXQWSD\DEOHSXUVXDQWWRWKHUXOHVDQG
SROLFLHVRIWKH76;9HQWXUH([FKDQJH²VHFWLRQ,WLVFRPPRQJURXQGWKDWWKHTXDQWXPRI
WKLVIHHLV86
E  7KH IHH ZDV SD\DEOH LQ VKDUHV EDVHG RQ WKH 0DUNHW 3ULFH DV GHILQHG LQ WKH $JUHHPHQW
XQOHVV6DWWYDHOHFWHGWRWDNHLWLQFDVKRUDFRPELQDWLRQRIFDVKDQGVKDUHV
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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F 7KH0DUNHW3ULFHDVGHILQHGLQWKH$JUHHPHQWZDV
>(PSKDVLVDGGHG@

 $OWKRXJK WKH DUELWUDWRU SURYLGHG QR H[SUHVV LQGLFDWLRQ WKDW KH FRQVLGHUHG KRZ WKH ³PD[LPXP
DPRXQW´ SURYLVR LQWHUDFWHG ZLWK WKH 0DUNHW 3ULFH GHILQLWLRQ VXFK FRQVLGHUDWLRQ LV LPSOLFLW LQ KLV
GHFLVLRQ7KHRQO\SODFHLQWKHFRQWUDFWWKDWVSHFLILHVWKDWWKHDPRXQWRIWKHIHHLVFDOFXODWHGDV86
PLOOLRQLVWKH³PD[LPXPDPRXQW´SURYLVR¶VUHIHUHQFHWRVRIWKH76;93ROLF\7KHDUELWUDWRU
DFNQRZOHGJHG WKDW WKH TXDQWXP RI WKH IHH LV 86 PLOOLRQ DQG DZDUGHG 6DWWYD 86 PLOOLRQ LQ
VKDUHVSULFHGDW&RQWUDU\WR&UHVWRQ¶VDUJXPHQWWKDWWKHDUELWUDWRUIDLOHGWRFRQVLGHUWKHSURYLVR
LQ FRQVWUXLQJ WKH $JUHHPHQW LW LV DSSDUHQW RQ D SUHOLPLQDU\ H[DPLQDWLRQ RI WKH TXHVWLRQ WKDW WKH
DUELWUDWRUGLGLQIDFWFRQVLGHUWKH³PD[LPXPDPRXQW´SURYLVR

 $FFRUGLQJO\HYHQKDGWKH&$/HDYH&RXUWSURSHUO\LGHQWLILHGDTXHVWLRQRIODZOHDYHWRDSSHDO
VKRXOGKDYHEHHQGHQLHG7KHUHTXLUHPHQWWKDWWKHUHEHDUJXDEOHPHULWWKDWWKHDUELWUDWRU¶VGHFLVLRQZDV
XQUHDVRQDEOHLVQRWPHWDQGWKHPLVFDUULDJHRIMXVWLFHWKUHVKROGZDVQRWVDWLVILHG

(5) Residual Discretion to Deny Leave

D &RQVLGHUDWLRQVLQ([HUFLVLQJ5HVLGXDO'LVFUHWLRQLQD6HFWLRQ  D /HDYH$SSOLFDWLRQ

 7KH%&FRXUWVKDYHIRXQGWKDWWKHZRUGV³PD\JUDQWOHDYH´LQV  RIWKHAAFRQIHURQWKH
FRXUWUHVLGXDOGLVFUHWLRQWRGHQ\OHDYHHYHQZKHUHWKHUHTXLUHPHQWVRIV  DUHPHW BCITDWSDUDV
DQG ,QBCIT6DXQGHUV-$VHWVRXWDQRQH[KDXVWLYHOLVWRIFRQVLGHUDWLRQVWKDWZRXOGEHDSSOLFDEOH
WRWKHH[HUFLVHRIGLVFUHWLRQ SDUD 
³WKHDSSDUHQWPHULWVRIWKHDSSHDO´
³WKHGHJUHHRIVLJQLILFDQFHRIWKHLVVXHWRWKHSDUWLHVWRWKLUGSDUWLHVDQGWRWKHFRPPXQLW\DW
ODUJH´
³WKHFLUFXPVWDQFHVVXUURXQGLQJWKHGLVSXWHDQGDGMXGLFDWLRQLQFOXGLQJWKHXUJHQF\RIDILQDO
DQVZHU´
³RWKHUWHPSRUDOFRQVLGHUDWLRQVLQFOXGLQJWKHRSSRUWXQLW\IRUHLWKHUSDUW\WRDGGUHVVWKHUHVXOW
WKURXJKRWKHUDYHQXHV´
³WKHFRQGXFWRIWKHSDUWLHV´
³WKHVWDJHRIWKHSURFHVVDWZKLFKWKHDSSHDOHGGHFLVLRQZDVPDGH´
 ³UHVSHFW IRU WKH IRUXP RI DUELWUDWLRQ FKRVHQ E\ WKH SDUWLHV DV WKHLU PHDQV RI UHVROYLQJ
GLVSXWHV´DQG
 ³UHFRJQLWLRQ WKDW DUELWUDWLRQ LV RIWHQ LQWHQGHG WR SURYLGH D VSHHG\ DQG ILQDO GLVSXWH
PHFKDQLVPWDLORUPDGHIRUWKHLVVXHVZKLFKPD\IDFHWKHSDUWLHVWRWKHDUELWUDWLRQDJUHHPHQW´
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 , DJUHH ZLWK -XVWLFH 6DXQGHUV WKDW LW LV QRW DSSURSULDWH WR FUHDWH ZKDW VKH UHIHUV WR DV DQ
³LPPXWDEOHFKHFNOLVW´RIIDFWRUVWRFRQVLGHULQH[HUFLVLQJGLVFUHWLRQXQGHUV   BCITDWSDUD 
+RZHYHU , DP XQDEOH WR DJUHH WKDW DOO WKH OLVWHG FRQVLGHUDWLRQV DUH DSSOLFDEOH DW WKLV VWDJH RI WKH
DQDO\VLV

 ,QH[HUFLVLQJLWVVWDWXWRULO\FRQIHUUHGGLVFUHWLRQWRGHQ\OHDYHWRDSSHDOSXUVXDQWWRV  D D
FRXUWVKRXOG KDYHUHJDUG WRWKHWUDGLWLRQDOEDVHVIRUUHIXVLQJGLVFUHWLRQDU\ UHOLHIWKH SDUWLHV¶FRQGXFW
WKH H[LVWHQFH RI DOWHUQDWLYH UHPHGLHV DQG DQ\ XQGXH GHOD\ Immeubles Port Louis Ltée c. Lafontaine
(Village)>@6&5 6&& DWSS %DODQFHRIFRQYHQLHQFHFRQVLGHUDWLRQVDUHDOVR
LQYROYHGLQGHWHUPLQLQJZKHWKHUWRGHQ\GLVFUHWLRQDU\UHOLHI MiningWatch Canada v. Canada (Minister
of Fisheries & Oceans)6&&>@6&5 6&& DWSDUD 7KLVZRXOGLQFOXGHWKH
XUJHQWQHHGIRUDILQDODQVZHU

 :LWKUHVSHFWWRWKHRWKHUOLVWHGFRQVLGHUDWLRQVDQGDGGUHVVHGLQWXUQEHORZLWLVP\RSLQLRQWKDW
WKH\ KDYH DOUHDG\ EHHQ FRQVLGHUHG HOVHZKHUH LQ WKH V   D  DQDO\VLV RU DUH PRUH DSSURSULDWHO\
FRQVLGHUHGHOVHZKHUHXQGHUV  2QFHFRQVLGHUHGWKHVHPDWWHUVVKRXOGQRWEHDVVHVVHGDJDLQXQGHU
WKHFRXUW¶VUHVLGXDOGLVFUHWLRQ

 $VGLVFXVVHGDERYHLQV  D DSUHOLPLQDU\DVVHVVPHQWRIWKHPHULWVRIWKHTXHVWLRQRIODZDW
LVVXHLQWKHOHDYHDSSOLFDWLRQLVWREHFRQVLGHUHGLQGHWHUPLQLQJWKHPLVFDUULDJHRIMXVWLFHTXHVWLRQ7KH
GHJUHH RI VLJQLILFDQFH RI WKH LVVXH WR WKH SDUWLHV LV FRYHUHG E\ WKH ³LPSRUWDQFH RI WKH UHVXOW RI WKH
DUELWUDWLRQWRWKHSDUWLHV´FULWHULRQLQV  D 7KHGHJUHHRIVLJQLILFDQFHRIWKHLVVXHWRWKLUGSDUWLHV
DQG WR WKH FRPPXQLW\ DW ODUJH VKRXOG QRW EH FRQVLGHUHG XQGHU V   D  DV WKH AA VHWV WKHVH RXW DV
VHSDUDWH JURXQGV IRU JUDQWLQJ OHDYH WR DSSHDO XQGHU V   E  DQG F  )XUWKHUPRUH UHVSHFW IRU WKH
IRUXPRIDUELWUDWLRQFKRVHQE\WKHSDUWLHVLVDFRQVLGHUDWLRQWKDWDQLPDWHVWKHOHJLVODWLRQLWVHOIDQGFDQ
EH VHHQ LQ WKH KLJK WKUHVKROG WR REWDLQ OHDYH XQGHU V   D  5HFRJQLWLRQ WKDW DUELWUDWLRQ LV RIWHQ
FKRVHQDVDPHDQVWRREWDLQDIDVWDQGILQDOUHVROXWLRQWDLORUPDGHIRUWKHLVVXHVLVDOUHDG\UHIOHFWHGLQ
WKHXUJHQWQHHGIRUDILQDODQVZHU

 $VIRUWKHVWDJHRIWKHSURFHVVDWZKLFKWKHGHFLVLRQVRXJKWWREHDSSHDOHGZDVPDGHLWLVQRWD
FRQVLGHUDWLRQUHOHYDQWWRWKHH[HUFLVHRIWKHFRXUW¶VUHVLGXDOGLVFUHWLRQWRGHQ\OHDYHXQGHUV  D 
7KLVIDFWRUVHHNVWRDGGUHVVWKHFRQFHUQWKDWJUDQWLQJOHDYHWRDSSHDODQLQWHUORFXWRU\GHFLVLRQPD\EH
SUHPDWXUHDQGUHVXOWLQXQQHFHVVDU\IUDJPHQWDWLRQDQGGHOD\RIWKHOHJDOSURFHVV '-0%URZQDQG-
0 (YDQV ZLWK WKH DVVLVWDQFH RI & ( 'HDFRQ Judicial Review of Administrative Action in Canada
ORRVHOHDI DWSSWR +RZHYHUDQ\VXFKFRQFHUQZLOOKDYHEHHQSUHYLRXVO\DGGUHVVHGE\WKH
OHDYHFRXUWLQLWVDQDO\VLVRIZKHWKHUDPLVFDUULDJHRIMXVWLFHPD\DULVHPRUHVSHFLILFDOO\ZKHWKHUWKH
LQWHUORFXWRU\ LVVXH KDV WKH SRWHQWLDO WR DIIHFW WKH ILQDO UHVXOW $V VXFK WKH DERYHPHQWLRQHG FRQFHUQV
VKRXOGQRWEHFRQVLGHUHGDQHZ

 ,QVXPDQRQH[KDXVWLYHOLVWRIGLVFUHWLRQDU\IDFWRUVWRFRQVLGHULQDOHDYHDSSOLFDWLRQXQGHUV
  D RIWKHAAZRXOGLQFOXGH
FRQGXFWRIWKHSDUWLHV
H[LVWHQFHRIDOWHUQDWLYHUHPHGLHV
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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XQGXHGHOD\DQG
WKHXUJHQWQHHGIRUDILQDODQVZHU

 7KHVHFRQVLGHUDWLRQVFRXOGZKHUHDSSOLFDEOHEHDVRXQGEDVLVIRUGHFOLQLQJOHDYHWRDSSHDODQ
DUELWUDO DZDUG HYHQ ZKHUH WKH VWDWXWRU\ FULWHULD RI V   D  KDYH EHHQ PHW +RZHYHU FRXUWV VKRXOG
H[HUFLVH VXFK GLVFUHWLRQ ZLWK FDXWLRQ +DYLQJ IRXQG DQ HUURU RI ODZ DQG DW OHDVW ZLWK UHVSHFW WR V
  D DSRWHQWLDOPLVFDUULDJHRIMXVWLFHWKHVHGLVFUHWLRQDU\IDFWRUVPXVWEHZHLJKHGFDUHIXOO\EHIRUH
DQRWKHUZLVHHOLJLEOHDSSHDOLVUHMHFWHGRQGLVFUHWLRQDU\JURXQGV

E $SSOLFDWLRQWRWKH3UHVHQW&DVH

 7KH6&/HDYH&RXUWMXGJHGHQLHGOHDYHRQWKHEDVLVWKDWWKHUHZDVQRTXHVWLRQRIODZ(YHQKDG
KHIRXQGDTXHVWLRQRIODZWKH6&/HDYH&RXUWMXGJHVWDWHGWKDWKHZRXOGKDYHH[HUFLVHGKLVUHVLGXDO
GLVFUHWLRQWRGHQ\OHDYHIRUWZRUHDVRQVILUVWEHFDXVHRI&UHVWRQ¶VFRQGXFWLQPLVUHSUHVHQWLQJWKHVWDWXV
RIWKHILQGHU¶VIHHLVVXHWRWKH76;9DQG6DWWYDDQGVHFRQG³RQWKHSULQFLSOHWKDWRQHRIWKHREMHFWLYHV
RIWKH>AA@LVWRIRVWHUDQGSUHVHUYHWKHLQWHJULW\RIWKHDUELWUDWLRQV\VWHP´ SDUD 7KH&$/HDYH
&RXUWRYHUUXOHGWKH6&/HDYH&RXUWRQERWKRIWKHVHGLVFUHWLRQDU\JURXQGV

 )RU WKH UHDVRQV GLVFXVVHG DERYH IRVWHULQJ DQG SUHVHUYLQJ WKH LQWHJULW\ RI WKH DUELWUDO V\VWHP
VKRXOG QRW EH D GLVFUHWH GLVFUHWLRQDU\ FRQVLGHUDWLRQ XQGHU V   D  :KLOH WKH VFKHPH RI V   
UHFRJQL]HV WKLV REMHFWLYH WKH H[HUFLVH RI GLVFUHWLRQ PXVW SHUWDLQ WR WKH IDFWV DQG FLUFXPVWDQFHV RI D
SDUWLFXODUFDVH7KLVJHQHUDOREMHFWLYHLVQRWDGLVFUHWLRQDU\PDWWHUIRUWKHSXUSRVHVRIGHQ\LQJOHDYH

 +RZHYHU FRQGXFW RI WKH SDUWLHV LV D YDOLG FRQVLGHUDWLRQ LQ WKH H[HUFLVH RI WKH FRXUW¶V UHVLGXDO
GLVFUHWLRQXQGHUV  D $GLVFUHWLRQDU\GHFLVLRQWRGHQ\OHDYHLVWREHUHYLHZHGZLWKGHIHUHQFHE\
DQDSSHOODWHFRXUW$GLVFUHWLRQDU\GHFLVLRQVKRXOGQRWEHLQWHUIHUHGZLWKPHUHO\EHFDXVHDQDSSHOODWH
FRXUWZRXOGKDYHH[HUFLVHGWKHGLVFUHWLRQGLIIHUHQWO\ R. c. Bellusci6&&>@6&5
6&&  DW SDUDV  DQG   $Q DSSHOODWH FRXUW LV RQO\ MXVWLILHG LQ LQWHUIHULQJ ZLWK D ORZHU FRXUW
MXGJH¶VH[HUFLVHRIGLVFUHWLRQLIWKDWMXGJHPLVGLUHFWHGKLPVHOIRULIKLVGHFLVLRQLVVRFOHDUO\ZURQJDVWR
DPRXQWWRDQLQMXVWLFH R. v. Bjelland6&&>@6&5 6&& DWSDUDDQGR. v.
Regan6&&>@6&5 6&& DWSDUD 

 +HUH WKH 6& /HDYH &RXUW UHOLHG XSRQ D ZHOODFFHSWHG FRQVLGHUDWLRQ LQ GHFLGLQJ WR GHQ\
GLVFUHWLRQDU\ UHOLHI WKH PLVFRQGXFW RI &UHVWRQ 7KH &$ /HDYH &RXUW RYHUWXUQHG WKLV GHFLVLRQ RQ WKH
JURXQGVWKDW&UHVWRQ¶VFRQGXFWZDV³QRWGLUHFWO\UHOHYDQWWRWKHTXHVWLRQRIODZ´DGYDQFHGRQDSSHDO DW
SDUD 

 7KH&$/HDYH&RXUWGLGQRWH[SODLQZK\PLVFRQGXFWQHHGEHGLUHFWO\UHOHYDQWWRDTXHVWLRQRI
ODZIRUWKHSXUSRVHRIGHQ\LQJOHDYH,VHHQRWKLQJLQV  RIWKHAAWKDWZRXOGOLPLWDOHDYHMXGJH¶V
H[HUFLVHRIGLVFUHWLRQLQWKHPDQQHUVXJJHVWHGE\WKH&$/HDYH&RXUW0\UHDGLQJRIWKHMXULVSUXGHQFH
GRHVQRWVXSSRUWWKHYLHZWKDWPLVFRQGXFWPXVWEHGLUHFWO\UHOHYDQWWRWKHTXHVWLRQWREHGHFLGHGE\WKH
FRXUW

 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 ,QHomex Realty & Development Co. v. Wyoming (Village)>@6&5 6&& DWSS
PLVFRQGXFWE\DSDUW\QRWGLUHFWO\UHOHYDQWWRWKHTXHVWLRQDWLVVXHEHIRUHWKHFRXUWUHVXOWHGLQ
GHQLDORIDUHPHG\7KHOLWLJDWLRQLQHomexDURVHRXWRIDGLVDJUHHPHQWUHJDUGLQJZKHWKHUWKHSXUFKDVHU
RI ORWV LQ D VXEGLYLVLRQ +RPH[ KDG DVVXPHG WKH REOLJDWLRQV RI WKH YHQGRU XQGHU D VXEGLYLVLRQ
DJUHHPHQW WR SURYLGH ³DOO WKH UHTXLUHPHQWV ILQDQFLDO DQG RWKHUZLVH´ IRU WKH LQVWDOODWLRQ RI PXQLFLSDO
VHUYLFHVRQDSDUFHORIODQGWKDWKDGEHHQVXEGLYLGHG SS 7KLV&RXUWGHWHUPLQHGWKDW+RPH[
KDGQRWEHHQDFFRUGHGSURFHGXUDOIDLUQHVVZKHQWKHPXQLFLSDOLW\SDVVHGDE\ODZUHODWHGWRWKHGLVSXWH
S   1HYHUWKHOHVV GLVFUHWLRQDU\ UHOLHI WR TXDVK WKH E\ODZ ZDV GHQLHG EHFDXVH DPRQJ RWKHU
WKLQJV +RPH[ KDG VRXJKW ³WKURXJKRXW DOO WKHVH SURFHHGLQJV WR DYRLG WKH EXUGHQ DVVRFLDWHG ZLWK WKH
VXEGLYLVLRQ RI WKH ODQGV´ WKDW LW RZQHG S   HYHQ WKRXJK WKH &RXUW KHOG WKDW +RPH[ NQHZ WKLV
REOLJDWLRQZDVLWVUHVSRQVLELOLW\ SS 7KLVFRQGXFWZDVUHODWHGWRWKHGLVSXWHWKDWJDYHULVHWR
WKHOLWLJDWLRQEXWQRWWRWKHTXHVWLRQRIZKHWKHUWKHE\ODZZDVHQDFWHGLQDSURFHGXUDOO\IDLUPDQQHU
$FFRUGLQJO\ ,UHDGHomex DV DXWKRULW\ IRUWKHSURSRVLWLRQWKDWPLVFRQGXFWUHODWHGWRWKHGLVSXWH WKDW
JDYHULVHWRWKHSURFHHGLQJVPD\MXVWLI\WKHH[HUFLVHRIGLVFUHWLRQWRUHIXVHWKHUHOLHIVRXJKWLQWKLVFDVH
UHIXVLQJWRJUDQWOHDYHWRDSSHDO

 +HUHWKHDUELWUDWRUIRXQGDVDIDFWWKDW&UHVWRQPLVOHGWKH76;9DQG6DWWYDUHJDUGLQJ³WKHQDWXUH
RIWKHREOLJDWLRQLWKDGXQGHUWDNHQWR6DWWYDE\UHSUHVHQWLQJWKDWWKHILQGHU¶VIHHZDVSD\DEOHLQFDVK´
SDUD N :KLOHWKLVFRQGXFWLVQRWWLHGWRWKHTXHVWLRQRIODZIRXQGE\WKH&$/HDYH&RXUWLWLV
WLHG WR WKH DUELWUDWLRQ SURFHHGLQJ FRQYHQHG WR GHWHUPLQH ZKLFK VKDUH SULFH VKRXOG EH XVHG WR SD\
6DWWYD¶VILQGHU¶VIHH7KH6&/HDYH&RXUWZDVHQWLWOHGWRUHO\XSRQVXFKFRQGXFWDVDEDVLVIRUGHQ\LQJ
OHDYHSXUVXDQWWRLWVUHVLGXDOGLVFUHWLRQ

 ,QWKHUHVXOWLQP\UHVSHFWIXORSLQLRQHYHQLIWKH&$/HDYH&RXUWKDGLGHQWLILHGDTXHVWLRQRI
ODZDQGWKHPLVFDUULDJHRIMXVWLFHWHVWKDGEHHQPHWLWVKRXOGKDYHXSKHOGWKH6&/HDYH&RXUW¶VGHQLDO
RIOHDYHWRDSSHDOLQGHIHUHQFHWRWKDWFRXUW¶VH[HUFLVHRIMXGLFLDOGLVFUHWLRQ

 $OWKRXJK WKH &$ /HDYH &RXUW HUUHG LQ JUDQWLQJ OHDYH WKHVH SURWUDFWHG SURFHHGLQJV KDYH
QRQHWKHOHVVQRZUHDFKHGWKLV&RXUW,QOLJKWRIWKHIDFWWKDWWKHWUXHFRQFHUQEHWZHHQWKHSDUWLHVLVWKH
PHULWVRIWKHDSSHDO²WKDWLVKRZPXFKWKH$JUHHPHQWUHTXLUHV&UHVWRQWRSD\6DWWYD²DQGWKDWWKH
FRXUWV EHORZ GLIIHUHG VLJQLILFDQWO\ LQ WKHLU LQWHUSUHWDWLRQ RIWKH $JUHHPHQW LW ZRXOG EH XQVDWLVIDFWRU\
QRW WR DGGUHVV WKH YHU\ GLVSXWH WKDW KDV JLYHQ ULVH WR WKHVH SURFHHGLQJV , ZLOO WKHUHIRUH SURFHHG WR
FRQVLGHUWKHWKUHHUHPDLQLQJTXHVWLRQVRQDSSHDODVLIOHDYHWRDSSHDOKDGEHHQSURSHUO\JUDQWHG

C. Standard of Review Under the AA

 ,QRZWXUQWRFRQVLGHUDWLRQRIWKHGHFLVLRQVRIWKHDSSHDOFRXUWV,WLVILUVWQHFHVVDU\WRGHWHUPLQH
WKH VWDQGDUG RI UHYLHZ RI WKH DUELWUDWRU¶V GHFLVLRQ LQ UHVSHFW RI WKH TXHVWLRQ RQ ZKLFK WKH &$ /HDYH
&RXUWJUDQWHGOHDYHZKHWKHUWKHDUELWUDWRUFRQVWUXHGWKHILQGHU¶VIHHSURYLVLRQLQOLJKWRIWKH$JUHHPHQW
DV D ZKROH SDUWLFXODUO\ ZKHWKHU WKH ILQGHU¶V IHH SURYLVLRQ ZDV LQWHUSUHWHG KDYLQJ UHJDUG IRU WKH
³PD[LPXPDPRXQW´SURYLVR

 $WWKHRXWVHWLWLVLPSRUWDQWWRQRWHWKDWWKHAdministrative Tribunals Act6%&F
ZKLFKVHWVRXWVWDQGDUGVRIUHYLHZRIWKHGHFLVLRQVRIPDQ\VWDWXWRU\WULEXQDOVLQ%ULWLVK&ROXPELD VHH
VVDQG GRHVQRWDSSO\LQWKHFDVHRIDUELWUDWLRQVXQGHUWKHAA
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 $SSHOODWH UHYLHZ RI FRPPHUFLDO DUELWUDWLRQ DZDUGV WDNHV SODFH XQGHU D WLJKWO\ GHILQHG UHJLPH
VSHFLILFDOO\WDLORUHGWRWKHREMHFWLYHVRIFRPPHUFLDODUELWUDWLRQVDQGLVGLIIHUHQWIURPMXGLFLDOUHYLHZRI
DGHFLVLRQRIDVWDWXWRU\WULEXQDO)RUH[DPSOHIRUWKHPRVWSDUWSDUWLHVHQJDJHLQDUELWUDWLRQE\PXWXDO
FKRLFH QRW E\ ZD\ RI D VWDWXWRU\ SURFHVV $GGLWLRQDOO\ XQOLNH VWDWXWRU\ WULEXQDOV WKH SDUWLHV WR WKH
DUELWUDWLRQ VHOHFW WKH QXPEHU DQG LGHQWLW\ RI WKH DUELWUDWRUV 7KHVH GLIIHUHQFHV PHDQ WKDW WKH MXGLFLDO
UHYLHZ IUDPHZRUN GHYHORSHG LQ New Brunswick (Board of Management) v. Dunsmuir  6&& 
>@6&5 6&& DQGWKHFDVHVWKDWIROORZHGLWLVQRWHQWLUHO\DSSOLFDEOHWRWKHFRPPHUFLDO
DUELWUDWLRQFRQWH[W)RUH[DPSOHWKHAAIRUELGVUHYLHZRIDQDUELWUDWRU¶VIDFWXDOILQGLQJV,QWKHFRQWH[W
RIFRPPHUFLDODUELWUDWLRQVXFKDSURYLVLRQLVDEVROXWH8QGHUWKHDunsmuirMXGLFLDOUHYLHZIUDPHZRUN
D SULYDWLYH FODXVH GRHV QRW SUHYHQW D FRXUW IURP UHYLHZLQJ D GHFLVLRQ LW VLPSO\ VLJQDOV GHIHUHQFH
DunsmuirDWSDUD 

 1HYHUWKHOHVV MXGLFLDO UHYLHZ RI DGPLQLVWUDWLYH WULEXQDO GHFLVLRQV DQG DSSHDOV RI DUELWUDWLRQ
DZDUGV DUH DQDORJRXV LQ VRPH UHVSHFWV %RWK LQYROYH D FRXUW UHYLHZLQJ WKH GHFLVLRQ RI D QRQMXGLFLDO
GHFLVLRQPDNHU $GGLWLRQDOO\ DV H[SHUWLVH LV D IDFWRU LQ MXGLFLDO UHYLHZ LW LV D IDFWRU LQ FRPPHUFLDO
DUELWUDWLRQV ZKHUH SDUWLHV FKRRVH WKHLU RZQ GHFLVLRQPDNHU LW PD\ EH SUHVXPHG WKDW VXFK
GHFLVLRQPDNHUVDUHFKRVHQHLWKHUEDVHGRQWKHLUH[SHUWLVHLQWKHDUHDZKLFKLVWKHVXEMHFWRIGLVSXWHRU
DUH RWKHUZLVH TXDOLILHG LQ D PDQQHU WKDW LV DFFHSWDEOH WR WKH SDUWLHV )RU WKHVH UHDVRQV DVSHFWV RI WKH
DunsmuirIUDPHZRUNDUHKHOSIXOLQGHWHUPLQLQJWKHDSSURSULDWHVWDQGDUGRIUHYLHZWRDSSO\LQWKHFDVH
RIFRPPHUFLDODUELWUDWLRQDZDUGV

 Dunsmuir DQG WKH SRVWDunsmuir MXULVSUXGHQFH FRQILUP WKDW LW ZLOO RIWHQ EH SRVVLEOH WR
GHWHUPLQH WKH VWDQGDUG RI UHYLHZ E\ IRFXVLQJ RQ WKH QDWXUH RI WKH TXHVWLRQ DW LVVXH VHH IRU H[DPSOH
A.T.A. v. Alberta (Information & Privacy Commissioner)6&&>@6&5 6&& 
DWSDUD ,QWKHFRQWH[WRIFRPPHUFLDODUELWUDWLRQZKHUHDSSHDOVDUHUHVWULFWHGWRTXHVWLRQVRIODZ
WKH VWDQGDUG RI UHYLHZ ZLOO EH UHDVRQDEOHQHVV XQOHVV WKH TXHVWLRQ LV RQH WKDW ZRXOG DWWUDFW WKH
FRUUHFWQHVV VWDQGDUG VXFK DV FRQVWLWXWLRQDO TXHVWLRQV RU TXHVWLRQV RI ODZ RI FHQWUDO LPSRUWDQFH WR WKH
OHJDO V\VWHP DV D ZKROH DQG RXWVLGH WKH DGMXGLFDWRU¶V H[SHUWLVH A.T.A. DW SDUD   7KH TXHVWLRQ DW
LVVXHKHUHZKHWKHUWKHDUELWUDWRULQWHUSUHWHGWKH$JUHHPHQWDVDZKROHGRHVQRWIDOOLQWRRQHRIWKRVH
FDWHJRULHV 7KH UHOHYDQW SRUWLRQV RI WKH Dunsmuir DQDO\VLV SRLQW WR D VWDQGDUG RI UHYLHZ RI
UHDVRQDEOHQHVVLQWKLVFDVH

D. The Arbitrator Reasonably Construed the Agreement as a Whole

 )RUODUJHO\WKHUHDVRQVRXWOLQHGE\ -XVWLFH $UPVWURQJLQ SDUDV RI WKH 6& $SSHDO &RXUW
GHFLVLRQ LQ P\ UHVSHFWIXO RSLQLRQ LQ GHWHUPLQLQJ WKDW 6DWWYD LV HQWLWOHG WR EH SDLG LWV ILQGHU¶V IHH LQ
VKDUHVSULFHGDWSHUVKDUHWKHDUELWUDWRUUHDVRQDEO\FRQVWUXHGWKH$JUHHPHQWDVDZKROH$OWKRXJK
-XVWLFH $UPVWURQJ FRQGXFWHG D FRUUHFWQHVV UHYLHZ RI WKH DUELWUDWRU¶V GHFLVLRQ KLV UHDVRQV DPSO\
GHPRQVWUDWH WKH UHDVRQDEOHQHVV RI WKDW GHFLVLRQ 7KH IROORZLQJ DQDO\VLV LV ODUJHO\ EDVHG XSRQ KLV
UHDVRQLQJ

 7KHTXHVWLRQWKDWWKHDUELWUDWRUKDGWRGHFLGHZDVZKLFKGDWHVKRXOGEHXVHGWRGHWHUPLQHWKH
SULFHRIWKHVKDUHVXVHGWRSD\WKHILQGHU¶VIHHWKHGDWHVSHFLILHGLQWKH0DUNHW3ULFHGHILQLWLRQLQWKH
$JUHHPHQWRUWKHGDWHWKHILQGHU¶VIHHZDVWREHSDLG"
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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 7KHDUELWUDWRUFRQFOXGHGWKDWWKHSULFHGHWHUPLQHGE\WKH0DUNHW3ULFHGHILQLWLRQSUHYDLOHGLH
SHUVKDUH,QKLVYLHZWKLVFRQFOXVLRQIROORZHGIURPWKHZRUGVRIWKH$JUHHPHQWDQGZDV³FOHDU
DQG EH\RQGDUJXPHQW´ SDUD $SSDUHQWO\EHFDXVHKH FRQVLGHUHGWKLVLVVXHFOHDUKHGLG QRW RIIHU
H[WHQVLYHUHDVRQVLQVXSSRUWRIKLVFRQFOXVLRQ

 ,Q N.L.N.U. $EHOOD - FLWHV 3URIHVVRU 'DYLG '\]HQKDXV WR H[SODLQ WKDW ZKHQ FRQGXFWLQJ D
UHDVRQDEOHQHVVUHYLHZLWLVSHUPLVVLEOHIRUUHYLHZLQJFRXUWVWRVXSSOHPHQWWKHUHDVRQVRIWKHRULJLQDO
GHFLVLRQPDNHUDVSDUWRIWKHUHDVRQDEOHQHVVDQDO\VLV
´5HDVRQDEOH´PHDQVKHUHWKDWWKHUHDVRQVGRLQIDFWRULQSULQFLSOHVXSSRUWWKHFRQFOXVLRQUHDFKHG
7KDWLVHYHQLIWKHUHDVRQVLQIDFWJLYHQGRQRWVHHPZKROO\DGHTXDWHWRVXSSRUWWKHGHFLVLRQWKH
FRXUWPXVWILUVWVHHNWRVXSSOHPHQWWKHPEHIRUHLWVHHNVWRVXEYHUWWKHP)RULILWLVULJKWWKDWDPRQJ
WKH UHDVRQV IRU GHIHUHQFH DUH WKH DSSRLQWPHQW RI WKH WULEXQDO DQG QRW WKH FRXUW DV WKH IURQW OLQH
DGMXGLFDWRUWKHWULEXQDO¶VSUR[LPLW\WRWKHGLVSXWHLWVH[SHUWLVHHWFWKHQLWLVDOVRWKHFDVHWKDWLWV
GHFLVLRQ VKRXOG EH SUHVXPHG WR EH FRUUHFW HYHQ LI LWV UHDVRQV DUH LQ VRPH UHVSHFWV GHIHFWLYH
>(PSKDVLVDGGHGE\$EHOOD-SDUD@
4XRWDWLRQIURP''\]HQKDXV³7KH3ROLWLFVRI'HIHUHQFH-XGLFLDO5HYLHZDQG'HPRFUDF\´LQ0
7DJJDUWHGThe Province of Administrative Law  DWS 
$FFRUGLQJO\-XVWLFH$UPVWURQJ¶VH[SODQDWLRQRIWKHLQWHUDFWLRQEHWZHHQWKH0DUNHW3ULFHGHILQLWLRQDQG
WKH³PD[LPXPDPRXQW´SURYLVRFDQEHFRQVLGHUHGDVXSSOHPHQWWRWKHDUELWUDWRU¶VUHDVRQV

 7KH WZR SURYLVLRQV DW LVVXH KHUH DUH WKH 0DUNHW 3ULFH GHILQLWLRQ DQG WKH ³PD[LPXP DPRXQW´
SURYLVR
'(),1,7,216
´0DUNHW3ULFH´IRUFRPSDQLHVOLVWHGRQWKH76;9HQWXUH([FKDQJHVKDOOKDYHWKHPHDQLQJDVVHW
RXW LQ WKH &RUSRUDWH )LQDQFH 0DQXDO RI WKH 76; 9HQWXUH ([FKDQJH DV FDOFXODWHG RQ FORVH RI
EXVLQHVV GD\ EHIRUH WKH LVVXDQFH RI WKH SUHVV UHOHDVH DQQRXQFLQJ WKH $FTXLVLWLRQ )RU FRPSDQLHV
OLVWHG RQ WKH 76; 0DUNHW 3ULFH PHDQV WKH DYHUDJH FORVLQJ SULFH RI WKH &RPSDQ\¶V VWRFN RQ D
UHFRJQL]HG H[FKDQJH ILYH WUDGLQJ GD\V LPPHGLDWHO\ SUHFHGLQJ WKH LVVXDQFH RI WKH SUHVV UHOHDVH
DQQRXQFLQJWKH$FTXLVLWLRQ
$QG
),1'(5¶6)((
  WKH &RPSDQ\ DJUHHV WKDW RQ WKH FORVLQJ RI DQ $FTXLVLWLRQ LQWURGXFHG WR &RPSDQ\ E\ WKH
)LQGHUWKH&RPSDQ\ZLOOSD\WKH)LQGHUDILQGHU¶VIHH WKH³)LQGHU¶V)HH´ EDVHGRQ&RQVLGHUDWLRQ
SDLGWRWKHYHQGRUHTXDOWRWKHPD[LPXPDPRXQWSD\DEOHSXUVXDQWWRWKHUXOHVDQGSROLFLHVRIWKH
76;9HQWXUH([FKDQJH6XFKILQGHU¶VIHHLVWREHSDLGLQVKDUHVRIWKH&RPSDQ\EDVHGRQ0DUNHW
3ULFHRUDWWKHRSWLRQRIWKH)LQGHUDQ\FRPELQDWLRQRIVKDUHVDQGFDVKSURYLGHGWKHDPRXQWGRHV
QRW H[FHHG WKH PD[LPXP DPRXQW DV VHW RXW LQ WKH ([FKDQJH 3ROLF\  6HFWLRQ  )LQGHU¶V )HH
/LPLWDWLRQV
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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>(PSKDVLVDGGHG@

 6HFWLRQ  HQWLWOHV 6DWWYD WR EH SDLG D ILQGHU¶V IHH LQ VKDUHV EDVHG RQ WKH ³0DUNHW 3ULFH´
6HFWLRQ  RI WKH $JUHHPHQW VWDWHV WKDW 0DUNHW 3ULFH IRU FRPSDQLHV OLVWHG RQ WKH 76;9 VKRXOG EH
³FDOFXODWHG RQ FORVH RI EXVLQHVV GD\ EHIRUH WKH LVVXDQFH RI WKH SUHVV UHOHDVH DQQRXQFLQJ WKH
$FTXLVLWLRQ´,QWKLVFDVHVKDUHVSULFHGRQWKHEDVLVRIWKH0DUNHW3ULFHGHILQLWLRQZRXOGEHSHU
VKDUH 7KH ZRUGV ³SURYLGHG WKH DPRXQW GRHV QRW H[FHHG WKH PD[LPXP DPRXQW DV VHW RXW LQ WKH
([FKDQJH 3ROLF\  6HFWLRQ  )LQGHU¶V )HH /LPLWDWLRQV´ LQ V  RI WKH $JUHHPHQW FRQVWLWXWH WKH
³PD[LPXPDPRXQW´SURYLVR7KLVSURYLVROLPLWVWKHDPRXQWRIWKHILQGHU¶VIHH7KHPD[LPXPILQGHU¶V
IHHLQWKLVFDVHLV86PLOOLRQ VHHVRIWKH76;93ROLF\LQ$SSHQGL[,, 

 :KLOHWKH³PD[LPXPDPRXQW´SURYLVROLPLWVWKHDPRXQWRIWKHILQGHU¶VIHHLWGRHVQRWDIIHFW
WKH0DUNHW3ULFHGHILQLWLRQ$V-XVWLFH$UPVWURQJH[SODLQHGWKH0DUNHW3ULFHGHILQLWLRQDFWVWRIL[WKH
GDWHDWZKLFKRQHPHGLXPRISD\PHQW 86 LVWUDQVIHUUHGLQWRDQRWKHU VKDUHV 
7KHPHGLXPIRUSD\PHQWRIWKHILQGHU¶VIHHLVFOHDUO\HVWDEOLVKHGE\WKHIHHDJUHHPHQW7KHPDUNHW
YDOXHRIWKRVHVKDUHVDWWKHWLPHWKDWWKHSDUWLHVHQWHUHGLQWRWKHIHHDJUHHPHQWZDVXQNQRZQ7KH
UHVSRQGHQW DQDORJL]HV EHWZHHQ SD\PHQW RI WKH  PLOOLRQ 86 ILQGHU¶V IHH LQ VKDUHV DQG D
K\SRWKHWLFDO DJUHHPHQW SHUPLWWLQJ SD\PHQW RI  PLOOLRQ 86 LQ &DQDGLDQ GROODUV %RWK
DJUHHPHQWVZRXOGFRQWHPSODWHDIHHSDLGLQGLIIHUHQWFXUUHQFLHV7KHH[FKDQJHUDWHRIWKH86DQG
&DQDGLDQ GROODU ZRXOG EH IL[HG WR D SDUWLFXODWH GDWH DV LV WKH YDOXH RI WKH VKDUHV E\ ZD\ RI WKH
0DUNHW 3ULFH LQ WKH IHH DJUHHPHQW 7KDW H[FKDQJH UDWH ZRXOG GHWHUPLQH WKH QXPEHU RI &DQDGLDQ
GROODUVSDLGLQRUGHUWRVDWLVI\WKHPLOOLRQ86IHHDVWKH0DUNHW3ULFHGRHVIRUWKHQXPEHURI
VKDUHV SDLG LQ UHODWLRQ WR WKH IHH 7KH &DQDGLDQ GROODU LV WKH IRUP RI WKH IHH SD\PHQW DV DUH WKH
VKDUHV :KHWKHU WKH &DQDGLDQ GROODU LQFUHDVHG RU GHFUHDVHG LQ YDOXH DIWHU WKH GDWH RQ ZKLFK WKH
H[FKDQJHUDWHLVEDVHGLVLUUHOHYDQW7KHDPRXQWRIWKHIHHSDLGUHPDLQVPLOOLRQ86SD\DEOHLQ
WKHQXPEHURI&DQDGLDQGROODUV RUVKDUHV HTXDOWRWKHDPRXQWRIWKHIHHEDVHGRQWKHYDOXHRIWKDW
FXUUHQF\RQWKHGDWHWKDWWKHYDOXHLVGHWHUPLQHG
6&$SSHDO&RXUWGHFLVLRQDWSDUD 

 -XVWLFH $UPVWURQJ H[SODLQHG WKDW &UHVWRQ¶V SRVLWLRQ UHTXLUHV WKH 0DUNHW 3ULFH GHILQLWLRQ WR EH
LJQRUHG DQG IRU WKH VKDUHV WR EH SULFHG EDVHG RQ WKH YDOXDWLRQ GRQH LQ DQWLFLSDWLRQ RI D SULYDWH
SODFHPHQW

 +RZHYHUQRWKLQJLQWKH$JUHHPHQWH[SUHVVHVRULPSOLHVWKDWFRPSOLDQFHZLWKWKH³PD[LPXP
DPRXQW´SURYLVRVKRXOGEHUHDVVHVVHGDWDGDWHFORVHUWRWKHSD\PHQWRIWKHILQGHU¶VIHH1RULVWKHEDVLV
IRU WKH QHZ YDOXDWLRQ LQ WKLV FDVH D SULYDWH SODFHPHQW PHQWLRQHG RU LPSOLHG LQ WKH $JUHHPHQW 7R
DFFHSW&UHVWRQ¶VLQWHUSUHWDWLRQZRXOGEHWRLJQRUHWKHZRUGVRIWKH$JUHHPHQWZKLFKSURYLGHWKDWWKH
³ILQGHU¶VIHHLVWREHSDLGLQVKDUHVRIWKH&RPSDQ\EDVHGRQ0DUNHW3ULFH´

 7KH DUELWUDWRU¶V GHFLVLRQ WKDW WKH VKDUHV VKRXOG EH SULFHG DFFRUGLQJ WR WKH 0DUNHW 3ULFH
GHILQLWLRQ JLYHV HIIHFW WR ERWK WKH 0DUNHW 3ULFH GHILQLWLRQ DQG WKH ³PD[LPXP DPRXQW´ SURYLVR 7KH
DUELWUDWRU¶V LQWHUSUHWDWLRQ RI WKH $JUHHPHQW DV H[SODLQHG E\ -XVWLFH $UPVWURQJ DFKLHYHV WKLV JRDO E\
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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UHFRQFLOLQJWKH0DUNHW3ULFHGHILQLWLRQDQGWKH³PD[LPXPDPRXQW´SURYLVRLQDPDQQHUWKDWFDQQRWEH
VDLGWREHXQUHDVRQDEOH

 $V -XVWLFH $UPVWURQJ H[SODLQHG VHWWLQJ WKH VKDUH SULFH LQ DGYDQFH FUHDWHV D ULVN WKDW PDNHV
VHOHFWLQJSD\PHQWLQVKDUHVTXDOLWDWLYHO\GLIIHUHQWIURPFKRRVLQJSD\PHQWLQFDVK7KHUHLVDQLQKHUHQW
ULVNLQDFFHSWLQJDIHHSDLGLQVKDUHVWKDWLVQRWSUHVHQWZKHQDFFHSWLQJDIHHSDLGLQFDVK$IHHSDLGLQ
FDVKKDVDVSHFLILFSUHGHWHUPLQHGYDOXH%\FRQWUDVWZKHQDIHHLVSDLGLQVKDUHVWKHSULFHRIWKHVKDUHV
RUPHFKDQLVPWRGHWHUPLQHWKHSULFHRIWKHVKDUHV LVVHWLQDGYDQFH+RZHYHUWKHSULFHRIWKRVHVKDUHV
RQWKHPDUNHWZLOOFKDQJHRYHUWLPH7KHUHFLSLHQWRIDIHHSDLGLQVKDUHVKRSHVWKHVKDUHSULFHZLOOULVH
UHVXOWLQJLQVKDUHVZLWKDPDUNHWYDOXHJUHDWHUWKDQWKHYDOXHRIWKHVKDUHVDWWKHSUHGHWHUPLQHGSULFH
+RZHYHULIWKHVKDUHSULFHIDOOVWKHUHFLSLHQWZLOOUHFHLYHVKDUHVZRUWKOHVVWKDQWKHYDOXHRIWKHVKDUHV
DWWKHSUHGHWHUPLQHGSULFH7KLVULVNLVZHOONQRZQWRWKRVHRSHUDWLQJLQWKHEXVLQHVVVSKHUHDQGERWK
&UHVWRQDQG6DWWYDZRXOGKDYHEHHQDZDUHRIWKLVDVVRSKLVWLFDWHGEXVLQHVVSDUWLHV

 %\DFFHSWLQJSD\PHQWLQVKDUHV6DWWYDZDVDFFHSWLQJWKDWLWZDVVXEMHFWWRWKHYRODWLOLW\RIWKH
PDUNHW ,I &UHVWRQ¶V VKDUH SULFH KDG IDOOHQ 6DWWYD ZRXOG VWLOO KDYH EHHQ ERXQG E\ WKH VKDUH SULFH
GHWHUPLQHGDFFRUGLQJWRWKH0DUNHW3ULFHGHILQLWLRQUHVXOWLQJLQLWUHFHLYLQJDIHHSDLGLQVKDUHVZLWKD
PDUNHWYDOXHRIOHVVWKDQWKHPD[LPXPDPRXQWRI86PLOOLRQ,WZRXOGPDNHOLWWOHVHQVHWRDFFHSW
WKH ULVN RI WKH VKDUH SULFH GHFUHDVLQJ ZLWKRXW WKH SRVVLELOLW\ RI EHQHILWWLQJ IURP WKH VKDUH SULFH
LQFUHDVLQJ$V-XVWLFH$UPVWURQJVWDWHG
,WZRXOGEHLQFRQVLVWHQWZLWKVRXQGFRPPHUFLDOSULQFLSOHVWRLQVXODWHWKHDSSHOODQWIURP D ULVH LQ
VKDUHSULFHVWKDWEHQHILWWHGWKHUHVSRQGHQWDWWKHGDWHWKDWWKHIHHEHFDPHSD\DEOHZKHQVXFKDULVH
ZDVIRUHVHHDEOHDQGRXJKWWRKDYHEHHQDGGUHVVHGE\WKHDSSHOODQWMXVWDVLWZRXOGEHLQFRQVLVWHQW
ZLWK VRXQG FRPPHUFLDO SULQFLSOHV DQG WKH WHUPV RI WKH IHH DJUHHPHQW WR LQFUHDVH WKH QXPEHU RI
VKDUHVDOORFDWHGWRWKHUHVSRQGHQWKDGWKHLUYDOXHGHFUHDVHGUHODWLYHWRWKH0DUNHW3ULFHE\WKHGDWH
WKDW WKH IHH EHFDPH SD\DEOH %RWK SDUWLHV DFFHSWHG WKH SRVVLELOLW\ RI D FKDQJH LQ WKH YDOXH RI WKH
VKDUHVDIWHUWKH0DUNHW3ULFHZDVGHWHUPLQHGZKHQHQWHULQJLQWRWKHIHHDJUHHPHQW
6&$SSHDO&RXUWGHFLVLRQDWSDUD 

 )RUWKHVHUHDVRQVWKHDUELWUDWRUGLGQRWLJQRUHWKH³PD[LPXPDPRXQW´SURYLVR7KHDUELWUDWRU¶V
UHDVRQLQJ DV H[SODLQHG E\ -XVWLFH $UPVWURQJ PHHWV WKH UHDVRQDEOHQHVV WKUHVKROG RI MXVWLILDELOLW\
WUDQVSDUHQF\DQGLQWHOOLJLELOLW\ DunsmuirDWSDUD 

E. Appeal Courts Are Not Bound by Comments on the Merits of the Appeal Made by Leave Courts

 7KH&$$SSHDO&RXUWKHOGWKDWLWDQGWKH6&$SSHDO&RXUWZHUHERXQGE\WKHILQGLQJVPDGHE\
WKH&$/HDYH&RXUWUHJDUGLQJQRWVLPSO\WKHGHFLVLRQWRJUDQWOHDYHWRDSSHDOEXWDOVRWKHPHULWVRIWKH
DSSHDO,QRWKHUZRUGVLWIRXQGWKDWWKH6&$SSHDO&RXUWHUUHGLQODZE\LJQRULQJWKHILQGLQJVRIWKH
&$/HDYH&RXUWUHJDUGLQJWKHPHULWVRIWKHDSSHDO

 7KH&$$SSHDO&RXUWQRWHGWZRVSHFLILFILQGLQJVUHJDUGLQJWKHPHULWVRIWKHDSSHDOWKDWLWKHOG
ZHUHELQGLQJRQLWDQGWKH6&$SSHDO&RXUW  LWZRXOGEHDQRPDORXVLIWKH$JUHHPHQWDOORZHG6DWWYD
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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WR UHFHLYH 86 PLOOLRQ LI LW UHFHLYHG LWV IHH LQ FDVK EXW DOORZHG LW WR UHFHLYH VKDUHV YDOXHG DW
DSSUR[LPDWHO\  PLOOLRQ LI 6DWWYD UHFHLYHG LWV IHH LQ VKDUHV DQG   WKDW WKH DUELWUDWRU LJQRUHG WKLV
DQRPDO\DQGGLGQRWDGGUHVVVRIWKH$JUHHPHQW
7KH >6& $SSHDO &RXUW@ MXGJH IRXQG WKH DUELWUDWRU KDG H[SUHVVO\ DGGUHVVHG WKH PD[LPXP DPRXQW
SD\DEOHXQGHUSDUDJUDSKRIWKH$JUHHPHQWDQGWKDWKHZDVFRUUHFW
7KLV ILQGLQJ LV FRQWUDU\ WR WKH UHPDUNV RI 0DGDP -XVWLFH 1HZEXU\ LQ WKH HDUOLHU DSSHDO WKDW LI
6DWWYDWRRNLWVIHHLQVKDUHVYDOXHGDWLWZRXOGUHFHLYHDIHHKDYLQJDYDOXHDWWKHWLPHWKHIHH
EHFDPHSD\DEOHRIRYHUPLOOLRQ,IWKHIHHZHUHWDNHQLQFDVKWKHDPRXQWSD\DEOHZRXOGEH
PLOOLRQ861HZEXU\-$VSHFLILFDOO\KHOGWKDWWKHDUELWUDWRUGLGQRWQRWHWKLVDQRPDO\DQGGLGQRW
DGGUHVVWKHPHDQLQJRISDUDJUDSKRIWKH$JUHHPHQW
7KH >6& $SSHDO &RXUW@ MXGJH ZDV ERXQG WR DFFHSW WKRVH ILQGLQJV 6LPLODUO\ DEVHQW D ILYHMXGJH
GLYLVLRQLQWKLVDSSHDOZHPXVWDOVRDFFHSWWKRVHILQGLQJV>SDUDV@

 :LWKUHVSHFWWKH&$$SSHDO&RXUWHUUHGLQKROGLQJWKDWWKH&$/HDYH&RXUW¶VFRPPHQWVRQWKH
PHULWVRIWKHDSSHDOZHUHELQGLQJRQLWDQGRQWKH6&$SSHDO&RXUW$FRXUWFRQVLGHULQJZKHWKHUOHDYH
VKRXOGEHJUDQWHGLVQRWDGMXGLFDWLQJWKHPHULWVRIWKHFDVH Canadian Western Bank v. Alberta
6&&>@6&5 6&& DWSDUD $OHDYHFRXUWGHFLGHVRQO\ZKHWKHUWKHPDWWHUZDUUDQWV
JUDQWLQJOHDYHQRWZKHWKHUWKHDSSHDOZLOOEHVXFFHVVIXO Pacifica Mortgage Investment Corp. v. Laus
Holdings Ltd.  %&&$   %&$&  %& &$  DW SDUD  OHDYH WR DSSHDO UHIXVHG
>@6&5YLLL QRWH  6&& 7KLVLVWUXHHYHQZKHUHWKHGHWHUPLQDWLRQRIZKHWKHUWRJUDQWOHDYH
LQYROYHV DV LQ WKLV FDVH D SUHOLPLQDU\ FRQVLGHUDWLRQ RI WKH TXHVWLRQ RI ODZ DW LVVXH $ JUDQW RI OHDYH
FDQQRWELQGRUOLPLWWKHSRZHUVRIWKHFRXUWKHDULQJWKHDFWXDODSSHDO Tamil Co-operative Homes Inc. v.
Arulappah  25 G  2QW&$ DWSDUD 

 &UHVWRQFRQFHGHVWKLVSRLQWEXWDUJXHVWKDWWKH&$$SSHDO&RXUW¶VILQGLQJWKDWLWZDVERXQGE\
WKH&$/HDYH&RXUWZDVLQFRQVHTXHQWLDOEHFDXVHWKH&$$SSHDO&RXUWFDPHWRWKHVDPHFRQFOXVLRQRQ
WKHPHULWVDVWKH&$/HDYH&RXUWEDVHGRQVHSDUDWHDQGLQGHSHQGHQWUHDVRQLQJ

 7KH IDFW WKDWWKH &$ $SSHDO &RXUW SURYLGHG LWV RZQ UHDVRQLQJ DV WR ZK\LWFDPH WR WKH VDPH
FRQFOXVLRQDVWKH&$/HDYH&RXUWGRHVQRWYLWLDWHWKHHUURU2QFHWKH&$$SSHDO&RXUWWUHDWHGWKH&$
/HDYH &RXUW¶V UHDVRQV RQ WKH PHULWV DV ELQGLQJ LW FRXOG KDUGO\ KDYH FRPH WR DQ\ RWKHU GHFLVLRQ $V
FRXQVHOIRU6DWWYDSRLQWHGRXWWUHDWLQJWKHOHDYHGHFLVLRQDVELQGLQJZRXOGUHQGHUDQDSSHDOIXWLOH

9,&RQFOXVLRQ

 7KH&$/HDYH&RXUWHUUHGLQJUDQWLQJOHDYHWRDSSHDOLQWKLVFDVH,QDQ\HYHQWWKHDUELWUDWRU¶V
GHFLVLRQZDVUHDVRQDEOH7KHDSSHDOIURPWKHMXGJPHQWVRI WKH&RXUWRI$SSHDOIRU %ULWLVK&ROXPELD
GDWHG0D\DQG$XJXVWLVDOORZHGZLWKFRVWVWKURXJKRXWDQGWKHDUELWUDWRU¶VDZDUGLV
UHLQVWDWHG

Appeals allowed.
Pourvois accueillis.
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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$SSHQGL[,
Relevant Provisions of the Sattva-Creston Finder’s Fee Agreement
D ³0DUNHW3ULFH´GHILQLWLRQ
'(),1,7,216
´0DUNHW3ULFH´IRUFRPSDQLHVOLVWHGRQWKH76;9HQWXUH([FKDQJHVKDOOKDYHWKHPHDQLQJDV
VHWRXWLQWKH&RUSRUDWH)LQDQFH0DQXDORIWKH76;9HQWXUH([FKDQJHDVFDOFXODWHGRQFORVHRI
EXVLQHVVGD\EHIRUHWKHLVVXDQFHRIWKHSUHVVUHOHDVHDQQRXQFLQJWKH$FTXLVLWLRQ)RUFRPSDQLHV
OLVWHGRQWKH76;0DUNHW3ULFHPHDQVWKHDYHUDJHFORVLQJSULFHRIWKH&RPSDQ\¶VVWRFNRQD
UHFRJQL]HGH[FKDQJHILYHWUDGLQJGD\VLPPHGLDWHO\SUHFHGLQJWKHLVVXDQFHRIWKHSUHVVUHOHDVH
DQQRXQFLQJWKH$FTXLVLWLRQ
E )LQGHU¶VIHHSURYLVLRQ ZKLFKFRQWDLQVWKH³PD[LPXPDPRXQW´SURYLVR 
),1'(5¶6)((
WKH&RPSDQ\DJUHHVWKDWRQWKHFORVLQJRIDQ$FTXLVLWLRQLQWURGXFHGWR&RPSDQ\E\WKH
)LQGHU WKH &RPSDQ\ ZLOO SD\ WKH )LQGHU D ILQGHU¶V IHH WKH ³)LQGHU¶V )HH´  EDVHG RQ
&RQVLGHUDWLRQSDLGWRWKHYHQGRUHTXDOWRWKHPD[LPXPDPRXQWSD\DEOHSXUVXDQWWRWKHUXOHV
DQG SROLFLHV RI WKH 76; 9HQWXUH ([FKDQJH 6XFK ILQGHU¶V IHH LV WR EH SDLG LQ VKDUHV RI WKH
&RPSDQ\EDVHGRQ0DUNHW3ULFHRUDWWKHRSWLRQRIWKH)LQGHUDQ\FRPELQDWLRQRIVKDUHVDQG
FDVK SURYLGHG WKH DPRXQW GRHV QRW H[FHHG WKH PD[LPXP DPRXQW DV VHW RXW LQ WKH ([FKDQJH
3ROLF\6HFWLRQ)LQGHU¶V)HH/LPLWDWLRQV

$SSHQGL[,,
Section 3.3 of TSX Venture Exchange Policy 5.1: Loans, Bonuses, Finder’s Fees and Commissions
)LQGHU¶V)HH/LPLWDWLRQV
7KH ILQGHU¶V IHH OLPLWDWLRQV DSSO\ LI WKH EHQHILW WR WKH ,VVXHU LV DQ DVVHW SXUFKDVH RU VDOH MRLQW
YHQWXUH DJUHHPHQW RU LI WKH EHQHILW WR WKH ,VVXHU LV QRW D VSHFLILF ILQDQFLQJ 7KH FRQVLGHUDWLRQ
VKRXOGEHVWDWHGERWKLQGROODUVDQGDVDSHUFHQWDJHRIWKHYDOXHRIWKHEHQHILWUHFHLYHG8QOHVVWKHUH
DUHXQXVXDOFLUFXPVWDQFHVWKHILQGHU¶VIHHVKRXOGQRWH[FHHGWKHIROORZLQJSHUFHQWDJHV
%HQHILW
)LQGHU¶V)HH
2QWKHILUVW
8SWR
)URPWR
8SWR
)URPDQGRYHU
8SWR

$V WKH GROODU YDOXH RI WKH EHQHILW LQFUHDVHV WKH IHH RU FRPPLVVLRQ DV D SHUFHQWDJH RI WKDW GROODU
YDOXHVKRXOGJHQHUDOO\GHFUHDVH

$SSHQGL[,,,
Commercial Arbitration Act, R.S.B.C. 1996, c. 55 (as it read on January 12, 2007) (now the Arbitration
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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Act)
$SSHDOWRWKHFRXUW

 $SDUW\WRDQDUELWUDWLRQPD\DSSHDOWRWKHFRXUWRQDQ\TXHVWLRQRIODZDULVLQJRXWRIWKH
DZDUGLI
D DOORIWKHSDUWLHVWRWKHDUELWUDWLRQFRQVHQWRU
E WKHFRXUWJUDQWVOHDYHWRDSSHDO
  ,Q DQ DSSOLFDWLRQ IRU OHDYH XQGHU VXEVHFWLRQ   E  WKH FRXUW PD\ JUDQW OHDYH LI LW
GHWHUPLQHVWKDW
D WKHLPSRUWDQFHRIWKHUHVXOWRIWKHDUELWUDWLRQWRWKHSDUWLHVMXVWLILHVWKHLQWHUYHQWLRQRI
WKHFRXUWDQGWKHGHWHUPLQDWLRQRIWKHSRLQWRIODZPD\SUHYHQWDPLVFDUULDJHRIMXVWLFH
E WKHSRLQWRIODZLVRILPSRUWDQFHWRVRPHFODVVRUERG\RISHUVRQVRIZKLFKWKHDSSOLFDQW
LVDPHPEHURU
F WKHSRLQWRIODZLVRIJHQHUDORUSXEOLFLPSRUWDQFH
 ,IWKHFRXUWJUDQWVOHDYHWRDSSHDOXQGHUWKLVVHFWLRQLWPD\DWWDFKFRQGLWLRQVWRWKHRUGHU
JUDQWLQJOHDYHWKDWLWFRQVLGHUVMXVW
 2QDQDSSHDOWRWKHFRXUWWKHFRXUWPD\
D FRQILUPDPHQGRUVHWDVLGHWKHDZDUGRU
E UHPLWWKHDZDUGWRWKHDUELWUDWRUWRJHWKHUZLWKWKHFRXUW¶VRSLQLRQRQWKHTXHVWLRQRIODZ
WKDWZDVWKHVXEMHFWRIWKHDSSHDO


(QGRI'RFXPHQW

&RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJ
LQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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Case Name:

Olivieri v. Sherman
Between
Nancy Olivieri, (Plaintiff/Appellant), and
Barry Sherman, Jack M. Kay and Apotex Inc.,
(Defendants/Respondents)
[2007] O.J. No. 2598
2007 ONCA 491
86 O.R. (3d) 778
284 D.L.R. (4th) 516
225 O.A.C. 227
159 A.C.W.S. (3d) 364
2007 CarswellOnt 4207
Docket: C45922
Ontario Court of Appeal
Toronto, Ontario
M. Rosenberg, E.E. Gillese and S.E. Lang JJ.A.
Heard: May 24, 2007.
Judgment: July 3, 2007.
(56 paras.)
Civil procedure -- Settlements -- Enforceability -- What constitutes -- Appeal by the plaintiff from a
decision dismissing her motion to enforce an alleged settlement agreement -- Appellant had
commenced various defamation actions -- Appellant sought $20 million in general damages and
$10 million and aggravated and punitive damages -- Towards the end of the second day of
mediation, the respondents made a handwritten counter-offer to the appellant on three sheets of
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"flip chart" paper -- Appellant accepted counter-offer within specified 48-hour window -Respondents thereafter claimed that there was no settlement agreement -- Appeal allowed -- Parties
had a mutual intention to create a legally-binding agreement on all essential terms of the settlement
-- Fact that there might currently be disagreement about whether the settlement had been breached
did not mean that no concluded agreement ever existed -- Motion judge erred in deciding the issue
as to whether there was a meeting of the minds based on the subjective intent of one side to the
bargain rather than on an objective reading of the counter-offer.
Appeal by the plaintiff from a decision dismissing her motion to enforce an alleged settlement
agreement. The appellant was a physician and medical researcher at the Hospital for Sick Children
and the University of Toronto. The appellant and her colleagues conducted clinical trials to assess
the efficacy and safety of an oral iron chelator called deferiprone. Apotex Inc. sponsored the
research. The appellant developed concerns about deferiprone. She told Apotex of her concerns. In
May 1996, Apotex terminated the clinical trials. The dispute underlying the appeal related to
statements made by the appellant about deferiprone and the events that followed the termination of
the trials, and the response by the respondent to those statements. The appellant commenced various
defamation actions. On consent, the 60 Minutes action and National Post actions were consolidated
into a single action, in which the appellant sought $20 million in general damages and $10 million
and aggravated and punitive damages. Mediation began in November 2002. At the end of the first
day, the appellant made three alternative offers to the respondents, each of which contained a term
that the parties would enter into a non-disparagement agreement. Towards the end of the second day
of mediation, the respondents made a handwritten counter-offer to the appellant on three sheets of
"flip chart" paper. Most of the counter-offer was in the handwriting of the respondents' counsel. The
appellant initialed the counter-offer. The appellant was given 48 hours to accept it. She did so
within the 48-hour window, on November 5, 2004. On October 31, 2005, after the appellant reached
a settlement with HSC, her counsel advised counsel for the respondents that the appellant was able
to complete the terms of the settlement. The respondents, for the first time, claimed that there was
no settlement agreement.
HELD: Appeal allowed. The parties had a mutual intention to create a legally-binding agreement on
all essential terms of the settlement. The fact that there might currently be disagreement about
whether the settlement had been breached did not mean that no concluded agreement ever existed.
The motion judge erred in deciding the issue as to whether there was a meeting of the minds based
on the subjective intent of one side to the bargain rather than on an objective reading of the
counter-offer. Viewed objectively, there was nothing in the counter-offer to suggest that it was an
"agreement to agree" or conditional in any respect. Instead, the terms were straightforward and
unconditional.
Appeal From:
On appeal from the order of Justice Colin L. Campbell of the Superior Court of Justice dated
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August 4, 2006, with reasons reported at [2006] O.J. No. 3217.
Counsel:
Sheila Block and Paul Michell for the appellant.
Katherine L. Kay and Adrian C. Lang for the respondents.

The judgment of the Court was delivered by
1 E.E. GILLESE J.A.:-- Dr. Nancy Olivieri was a physician and medical researcher at the
Hospital for Sick Children ("HSC") and the University of Toronto.
2 In the 1980s, Dr. Olivieri pursued clinical research in thalassemia, a genetic blood disorder.
Thalassemia patients require regular blood transfusions. A side effect is the build-up of excess iron.
Patients take drugs called iron chelators to remove excess iron.
3 Dr. Olivieri and her colleagues conducted clinical trials to assess the efficacy and safety of an
oral iron chelator called deferiprone. Apotex Inc., a major Canadian pharmaceutical manufacturer,
sponsored the research. Dr. Barry M. Sherman is Apotex's chairman. Jack M. Kay is the president
of Apotex. I will refer to Apotex, Dr. Sherman and Mr. Kay, collectively, as the "respondents".
4

Dr. Olivieri developed concerns about deferiprone. She told Apotex of her concerns.

5 Dr. Olivieri and Apotex disagreed on the underlying science and proper course of action in light
of her concerns.
6

On May 24, 1996, Apotex terminated the clinical trials.

7 The dispute that underlies the present appeal relates to statements made by Dr. Olivieri about
deferiprone and the events that followed the termination of the trials, and the response by the
respondents to those statements.
8

Dr. Olivieri commenced various defamation actions including:
*
*
*

9

The "60 Minutes action" against Apotex and Dr. Sherman;
The "National Post action" against Mr. Kay and Apotex;1
The "CBC action" against Dr. Sherman.2

In the 60 Minutes and National Post actions, Apotex counterclaimed against Dr. Olivieri for
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defamation and injurious falsehood.
10 On consent, the 60 Minutes and National Post actions were consolidated into a single action,
in which Dr. Olivieri sought $20 million in general damages and $10 million in aggravated and
punitive damages, and Apotex sought $20 million in general and special damages.
11 Discoveries took place in 2002, 2003 and 2004. In the 60 Minutes action, the respondents'
counsel examined Dr. Olivieri for some 29 days. Dr. Olivieri's counsel examined the respondents
for approximately 20 days. The parties produced more than 10,000 documents.
12 Each party moved to compel answers to questions refused in discovery. On June 14, 2004,
Master Albert ordered the parties to answer certain questions but declined to order them to answer
other questions.
13 The parties appealed and cross-appealed the order of Master Albert. On September 17, 2004,
Sanderson J. dismissed the respondents' appeal and allowed Dr. Olivieri's cross-appeal.
14 Master Albert also directed a joint mediation in the 60 Minutes and CBC actions. The parties
agreed to George Adams, Q.C. as mediator.
15 The mediation took place on November 2 and 3, 2004. Dr. Olivieri attended with her counsel
Paul Michell (60 Minutes action) and Christopher Ashby (CBC action). Dr. Spino and Dr. Sherman
attended for the respondents, along with their counsel, David Brown, Adrian Lang, and Jessica
Bookman. A CBC representative attended with counsel.
16 The mediation began on November 2, 2004, with a plenary session of all parties and counsel.
The parties and counsel then separated into three rooms (Dr. Olivieri; respondents; CBC
defendants), where they remained for the rest of the day. Mr. Adams conducted "shuttle diplomacy"
among the parties. No other plenary session ever took place.
17 At the end of the first day, Dr. Olivieri made three alternative offers to the respondents, each
of which contained a term that the parties would enter into a non-disparagement agreement.
18 On the second day of the mediation, the parties reconvened in their separate rooms. Towards
the end of that day, the respondents made a handwritten counter-offer to Dr. Olivieri on three sheets
of "flip chart" paper (the "counter-offer"); most of the counter-offer was in the handwriting of the
respondents' counsel. Dr. Spino initialled the counter-offer on behalf of the respondents. Dr.
Olivieri also initialled the counter-offer.
19 The counter-offer contained a public part (Part A) and a confidential part (Part B). A redacted
copy of the counter-offer reads as follows:
PRIVILEGED AND CONFIDENTIAL

Page 5

Outline of Proposed Settlement Between Nancy Olivieri; and Apotex Inc.,
Jack M. Kay, and Barry Sherman
Part A - To be made public
1.
2.
3.

Joint settlement statement - all litigation dismissed - claims and
counterclaims.
Filing of consent dismissals.
Statement by Dr. Olivieri:
"Dr. Olivieri acknowledges that research over the last five years has
revealed that Deferiprone will assist some patients in the treatment of
thalassemia and wishes Apotex well in this important work."

4.

Statements by both parties: Olivieri and Apotex/Sherman/Kay:
a.
b.

Mutual expressions of regret for language that they used in past
years about each other.
Agreement by same parties not to disparage each other in the future:
i.
ii.
iii.

5.

Apotex/Sherman/Kay will not disparage Olivieri and her
supporters;
Olivieri will not disparage Apotex, clinicians, researchers who
use deferiprone, or deferiprone; and
Parties will only express future views about deferiprone in
scientific forum.

All of the above to be contained in a press release.
Part B - To be confidential

1.
2.

[Deleted for confidentiality reasons]
Olivieri to provide Apotex with data listed in paragraph 160 of the statement of
defence and counterclaim. Apotex can use this for regulatory purposes but no
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3.

consequences to Olivieri.
Full and final mutual releases of all claims/potential claims existing as at
settlement date, including all actions commenced by Olivieri [or] by Apotex.

20 By the conclusion of the mediation on November 3, 2004, Dr. Olivieri had not accepted the
counter-offer because she wanted time to consult with HSC about her legal fees. She was given 48
hours within which to accept the counter-offer.
21 The following day (November 4, 2004), Mr. Michell e-mailed a transcription of the
counter-offer to Mr. Brown and sought permission to send a copy to HSC's counsel on a
confidential basis.
22 Mr. Brown replied by e-mail that afternoon, advising that the respondents did not consent. He
did not suggest there was any need for agreement on subsequent documents.
23 Other written communication was exchanged between counsel by letter and e-mail on
November 4, 2005; in one e-mail from Mr. Brown to Mr. Michell it was noted that Dr. Olivieri
would not be able to complete the settlement until she had resolved outstanding issues with HSC.
24 Dr. Olivieri decided to accept the counter-offer and so instructed her counsel. On November 5,
2004 - that is, within the 48-hour window - Mr. Michell so advised Mr. Brown by telephone. He
also confirmed Dr. Olivieri's acceptance by letter (sent by FAX) that day, again attaching a
transcription of the counter-offer.
25 As well, Mr. Michell wrote to Ms. Lang on November 5, 2004, enclosing full-sized copies of
the three "flip chart" pages. Again, there was nothing in her response to suggest that the agreement
was conditional or subject to further documentation.
26 On December 10, 2004, Sanderson J. ordered the respondents to pay costs of $7,050 plus GST
and disbursements to Dr. Olivieri, forthwith. The respondents did not pay this order until July 2006,
more than a year and a half later.
27

There was no further communication between counsel for almost a year.

28 On October 31, 2005, after Dr. Olivieri reached a settlement with HSC, her counsel advised
counsel for the respondents that Dr. Olivieri was able to complete the terms of the settlement. The
respondents, for the first time, claimed that there was no settlement agreement. They maintained
that the counter-offer represented a consensus on certain principles but that a final settlement was
subject to further documentation agreed on by all parties, particularly the non-disparagement
agreement. They also alleged that Dr. Olivieri had continued to disparage Apotex publicly after the
"settlement" had been concluded.
29

Dr. Olivieri brought a motion to enforce the alleged settlement agreement. The respondents
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opposed the motion on the basis that either the parties had no meeting of the minds about the
meaning of disparagement or that Dr. Olivieri had repeatedly breached the agreement by continuing
to disparage Apotex.
30

By order dated August 4, 2006, Campbell J. dismissed the motion (the "Order").

31

Dr. Olivieri appeals.

32 I would allow the appeal. As I explain below, the parties had a mutual intention to create a
legally binding agreement and agreed on all the essential terms of the settlement; the fact that there
may now be disagreement about whether the settlement has been breached does not mean that no
concluded agreement ever existed.
33 As will be seen, there is some confusion about what was decided below in respect of the
respondents' alternative position that if there were a concluded agreement, Dr. Olivieri had either
breached or repudiated it. Consequently, the Order and the reasons of the motion judge will be set
out in some detail before the issues are analysed.
THE ORDER UNDER APPEAL
34 The Order is very short. There are two paragraphs by way of preamble. The first recites that
Dr. Olivieri made a motion for an order enforcing a settlement agreement and requiring the parties
to comply with the terms of that agreement. The second lists the evidence considered. The full text
of the balance of the Order reads as follows:
1.
2.

THIS COURT ORDERS that the motion be and hereby is dismissed.
THIS COURT FURTHER ORDERS that the parties may make
submissions on costs.

THE DECISION BELOW
35 At paras. 13 and 21 of the reasons, the motion judge states his conclusion that there had been
no meeting of the minds between the parties sufficient to give rise to an enforceable agreement. In
his view, the agreement was conditional on further elaboration and negotiation of the word
"disparage" in para. 4(b) of Part A of the counter-offer and of the word "scientific" in para. 4(b)(iii)
of the same.
36 In relation to "disparage", the motion judge held that elaboration was essential to Apotex. In
paras. 17 and 21, he stated:
[17] I conclude that at least Apotex anticipated that what would be said or not
said by Dr. Olivieri within the general and broad use of the word 'disparage'
would be further detailed in additional documentation that would be an essential
part of the settlement agreement. Dictionary definitions of the word "disparage"
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contain other words of general meaning such as to "discredit" or to "denigrate"
that lack precision, particularly for ongoing public appearances.
...
[21] ... A more detailed delineation of what would be regarded as 'disparaging
conduct' I conclude was regarded by the parties, particularly Apotex, as an
essential term of the agreement, one which was not finalized ...
37

In para. 16 of the reasons, the motion judge said this, in respect of para. 4(b)(iii) of Part A:
[16] The pleadings in the action are replete with concerns by both parties but
Apotex in particular, regarding public statements made. In the context of the
history between the parties and particularly the wording of Item 4(b)(iii), that
"parties will only express future views about deferiprone in scientific forum"
(emphasis added), anticipates further elaboration as to what is meant by the word
"scientific."

38 Further, the motion judge reasoned that additional documentation was required in relation to
para. 2 of Part B of the counter-offer. At para. 18 of the reasons, he wrote:
[18] In addition, in the context of the pleadings and allegations, I conclude that
Apotex would require the documentation provided for in [para. 2 of Part B] to be
specifically part of the settlement package. It has never been provided. This
history of the dealings between Dr. Olivieri and the Defendants from at least
1995 shows that the public utterances each about the other were central to their
dispute and to the resolution of it.
39 At para. 22 of the reasons, the motion judge stated that in view of his disposition, "a trial will
be required" should the parties not reach a new settlement agreement. He went on in para. 23 to say,
"The central issue in the trial will be the meaning attributable to the statements that were and
continue to be made by the parties about each other in public forums".
ANALYSIS
40

This appeal raises two issues:
(1)
(2)

was there a concluded settlement agreement? and
if there was, did Dr. Olivieri breach or repudiate it?
Was There a Concluded Settlement Agreement?
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41 A settlement agreement is a contract. Thus, it is subject to the general law of contract
regarding offer and acceptance. For a concluded contract to exist, the court must find that the
parties: (1) had a mutual intention to create a legally binding contract; and (2) reached agreement on
all of the essential terms of the settlement: Bawitko Investments Ltd. v. Kernels Popcorn Ltd.
(1991), 79 D.L.R. (4th) 97 (Ont. C.A.) at 103-4.
42 There is no question but that the first requirement was met: the counter-offer was drafted
during the course of a court-directed mediation involving multi-million dollar law suits and in
which all parties were represented by experienced legal counsel. It is apparent that the parties
intended to enter into a binding legal agreement to resolve all of the outstanding legal proceedings.
43 In respect of the second requirement, the motion judge found that there was no meeting of the
minds in respect of all of the essential terms of the contract. It will be recalled that he held that the
counter-offer was conditional on elaboration of the words "disparage" and "scientific" in para. 4(b)
of Part A of the counter-offer. In coming to this view, the motion judge relied on the evidence of the
respondents. But, the respondents' evidence was based on discussions they and their counsel had
with Mr. Adams during the mediation. Dr. Spino admitted that the respondents and their counsel
never discussed the counter-offer with Dr. Olivieri or her counsel during the mediation, or told them
that the counter-offer was conditional upon finalizing documentation. There was no evidence that
all parties shared the view that further negotiation, elaboration or agreement was necessary.
44 A determination as to whether a concluded agreement exists does not depend on an inquiry
into the actual state of mind of one of the parties or on the parole evidence of one party's subjective
intention. See Lindsey v. Heron & Co. (1921), 64 D.L.R. 92 (Ont. S.C. (App.Div.)). Where, as here,
the agreement is in writing, it is to be measured by an objective reading of the language chosen by
the parties to reflect their agreement. As was stated by Middleton J.A. in Lindsey at 98-9, quoting
Corpus Juris, vol. 13 at 265:3
The apparent mutual assent of the parties essential to the formation of a contract,
must be gathered from the language employed by them, and the law imputes to a
person an intention corresponding to the reasonable meaning of his words and
acts. It judges his intention by his outward expressions and excludes all questions
in regard to his unexpressed intention. If his words or acts, judged by a
reasonable standard, manifest an intention to agree in regard to the matter in
question, that agreement is established, and it is immaterial what may be the real
but unexpressed state of his mind on the subject.
45 Accordingly, in my view, it was an error in principle for the motion judge to decide this issue
based on the subjective intent of one side to the bargain rather than on an objective reading of the
counter-offer.
46 Viewed objectively, there is nothing in the counter-offer to suggest that it was "an agreement
to agree" or conditional in any respect. Nothing in the counter-offer, either directly or indirectly,
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suggests that its terms are subject to further elaboration, documentation or agreement. Had it been
intended that the terms were to be conditional, one would have expected to see language that
expressly made one or more terms "subject to" further agreement.
47 Instead, the terms of the counter-offer are straightforward and unconditional: Part A of the
counter-offer contains the public part of the settlement agreement. It provides that: (1) the parties
will issue a joint settlement statement that all litigation is dismissed; and (2) file consent dismissals;
(3) Dr. Olivieri will issue a statement in the terms set out; (4) both parties will provide statements in
which they express mutual regret for language used in the past about the other, agree not to
disparage each other in the future, and to express views about deferiprone only in scientific forums;
and that a press release will contain the foregoing. Part B, the confidential part of the settlement
agreement, requires Dr. Olivieri to provide Apotex with the data listed in para. 160 of the statement
of defence and counterclaim and that both parties will execute full and final mutual releases.4
48 The counter-offer was not made "subject to" agreement on any of the specified documents or
terms: the press release, provision of data and mutual releases were the mechanics required to
complete the settlement agreement. As was stated in Fieguth v. Acklands Ltd. (1989), 59 D.L.R.
(4th) 114 at 121 (B.C.C.A.),5 the first question to be asked when deciding whether a settlement was
concluded is whether the parties reached an agreement on all essential terms. It is only thereafter
that the question of completion of the agreement is considered.
49 I acknowledge that there can be sufficient uncertainty about the meaning of words or terms in
an agreement that it will be held to be unenforceable: see Bawitko Investments at 104. However, in
my view, the language used in the counter-offer does not suffer from that problem. As the motion
judge observed, the dictionary meaning of "disparage" is to "discredit" or "denigrate". While there
may be disagreement about whether the conduct of one of the parties amounts to disparagement,
that does not mean that the agreement is conditional nor does it require elaboration of the meaning
of the word. For similar reasons, the word "scientific" needs no elaboration.
50 The policy of the courts is to encourage the settlement of litigation: Stonehocker v. King,
[1993] O.J. No. 2653 (Gen. Div.). The courts "should not be too astute to hold" that there is not the
requisite degree of certainty in any of an agreement's essential terms: Canada Square Corp. v.
Versafood Services Ltd. (1982), 34 O.R. (2d) 250 (C.A.).
51 In conclusion, as the motion judge applied the incorrect test when determining whether an
enforceable settlement agreement had been entered into, his conclusion must be set aside. Applying
the objective principle of contract formation, I conclude that the parties reached agreement on all of
the essential terms of the settlement agreement, as reflected in the counter-offer. Consequently, the
appellant is entitled to a declaration that the parties entered into an enforceable settlement
agreement on November 5, 2004.
Was the Settlement Agreement Breached?
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52 On the motion below, the respondents' alternative position was that if there were a concluded
settlement agreement between the parties, Dr. Olivieri has repudiated or breached it. There is some
confusion about whether the motion judge decided this issue.
53

For the following reasons, it appears to me that he did not:
*
*
*
*

the order appealed from makes no mention of this issue. It says only that
the motion for enforcement of the settlement agreement was dismissed;
the motion judge makes only one reference to the matter. In para. 16 of the
reasons, he recites the respondents' position on the issue;
the respondents did not argue, on the motion, for the trial of this issue; and,
there was very little evidence on this issue. The appellant says that the only
evidence was that on one occasion the appellant was misquoted in a
newspaper article and that she had written to correct the misquotation.

54 Accordingly, I do not understand the issue of alleged repudiation or breach of the agreement
to have been decided. The record does not permit this court to make such a determination.
55 These comments are made without prejudice to the respondents' right to take such steps as
they deem appropriate to pursue their allegations that Dr. Olivieri has breached or repudiated the
settlement agreement.
DISPOSITION
56 For these reasons, I would allow the appeal, set aside the Order and grant the motion, with
costs to the appellant fixed at $37,000, all inclusive. In setting costs at $37,000, I have accepted the
figure agreed on by the parties and understand that it is the costs of the appeal alone. The appellant
is entitled to her costs of the motion below, as well. If the parties are unable to resolve that matter,
they may make brief written submissions to the court within fourteen days of the date of the release
of these reasons.
E.E. GILLESE J.A.
M. ROSENBERG J.A.:-- I agree.
S.E. LANG J.A.:-- I agree.

1 The National Post and certain of its employees were also defendants but Dr. Olivieri settled
with them.
2 The CBC and certain of its employees were also defendants but Dr. Olivieri settled with
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them.
3 See also Eli Lilly & Co. v. Novapharm Ltd., [1998] 2 S.C.R. 129 at paras. 54-5.
4 For confidentiality reasons, no mention is made of para. 1 of Part B of the counter-offer.
5 Followed in Cellular Rental Systems Inc. v. Bell Mobility Cellular Inc., [1995] O.J. No. 721
(Gen. Div.), aff'd [1995] O.J. No. 3773 (C.A.).
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Mark Wiffen, for the Plaintiffs.
Sean Murtha, for the Defendant.

ENDORSEMENT
1

J.M. FRAGOMENI J.:-- The defendant, Kellogg's Canada Inc. seeks the following relief:

(3)

(1)

an order enforcing settlement pursuant to Rule 49.09 of the Rules of Civil
Procedure;

(2)

an order approving the settlement as against the infant plaintiff, Alessia
Catanzaro, pursuant to Rule 7.08 of the Rules of Civil Procedure;

an order dismissing the action against Kellogg's

Position of the Defendant
2

The defendant sets out the following chronology of events in support of its position:
*

This action relates to an alleged incident dated September 27, 2008,
wherein a moldy piece of chicken was found.

*

The Plaintiffs Claudia Catanzaro, Nick Catanzaro and Alessia Catanzaro
issued a Statement of Claim on April 28, 2008.

*

The Defendant served a Notice of Intent to Defend on July 4, 2008, and
served a Statement of Defence on August 25, 2008.

*

On September 29, 2011, Mr. Michael White, counsel for the Defendant
served an offer to settle on the Plaintiffs' counsel, Ms. Judy Hamilton.

*

On September 30, 2011, Ms. Hamilton communicated to Mr. White that
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the Plaintiffs had accepted the offer to settle.
*

On November 24, 2011, Ms. Hamilton provided Mr. White with draft
motion materials to have the court approve the settlement in regard to the
infant plaintiff, Alessia Catanzaro, and to have the action in its entirety
dismissed as against the Defendant.

*

On January 9, 2012, Tara Cassidy, then a student-at-law working with Ms.
Hamilton, wrote to the Trial Coordinator's Office and informed that court
that the action had been settled.

*

Despite repeated written promises from Ms. Hamilton to Mr. White to
bring a motion in front of the court to have the settlement in regard to the
infant plaintiff approved and the entire action dismissed, this was never
done.

*

On November 8, 2012, more than one year after the settlement was entered
into, Mr. White was served with a Notice of Change of Lawyer from the
Plaintiffs' current counsel, Mr. Wiffen. Mr. Wiffen informed Mr. White by
letter dated November 8, 2012 that his clients intended on resiling the
settlement agreement they had entered into, and were going to proceed
with this action.

Position of the Plaintiffs
3

The plaintiffs submit the following:
*

That the infant settlement should not be approved as there is no evidence
that it is in the best interests of the minor;

*

the court should exercise its discretion to refuse to enforce the settlement
as it would be unjust to do so;

*

the matter should be returned to the trial list so that the matter can proceed
to trial on the merits.

Nature of the Allegations
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4 This action relates to a claim with respect to a box of Vanilla Rice Krispies cereal which was
purchased by the plaintiffs in September 2007. The plaintiffs have claimed that they discovered a
moldy piece of chicken in the cereal box.
Trial Record
5 On February 1, 2011, Justice MacKenzie ordered a timetable to be instituted in the action as
follows:

6

(1)

examinations for discovery be completed by May 30, 2011;

(2)

motions arising from discoveries to be completed by July 30, 2011;

(3)

mediation (if necessary) to be completed by August 30, 2011;

(4)

the action was to be set down for trial by September 1, 2011, failing which
the action would be dismissed.

The trial record was served on August 25, 2011.

Chronology of Settlement Discussions
July 29, 2011 e-mail from plaintiffs' counsel to defendant's counsel, in part:
Given your stance on reasonable foreseeability with respect to Mrs.
Catanzaro, would Kelloggs consider an offer with respect to Alessia's
damages for having consumed the contaminated product?
August 16, 2011 email from defendant's counsel to plaintiffs' counsel:
I look forward to hearing from you further to the receipt of your client's
instructions.
August 30, 2011 email plaintiffs to defendant:
I am meeting with my clients today and will advise you thereafter.
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September 14, 2011 email plaintiffs to defendant:
My client is conducting a further investigation into matters which relate to
the proceeding after which she will be able to advise with respect to her
instructions going forward. I will try to get firm instructions from her by
early next week.
September 21, 2011 email defendant to plaintiffs:
Please confirm your client's instructions this week.
September 23, 2011 email plaintiffs to defendant:
I have had several conversations with my client this week, but have yet to
obtain instructions in writing. Since Mr. works nights, he has not had the
opportunity to discuss with Mrs. And so they would like the weekend. She
is taking Monday off so that they can come in the morning and give me
instructions.
September 29, 2011 email defendant to plaintiffs:
I will need your clients offer to consent to an Order dismissing the action
on a without cost basis no later than 5 p.m. tomorrow in order for me to
recommend our client's acceptance.
The reason for this is our trial preparation and expert costs will
significantly increase going forwards...
September 30, 2011 email plaintiffs to defendant:
My clients have agreed to settle the action on the basis of a without costs
dismissal.
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Please advise if this is satisfactory and whether you will be preparing the
documentation.
October 3, 2011 email defendant to plaintiffs:
Our client has accepted your clients offer to consent to the dismissal of the
action against our client on a without costs basis.
We will forward to you the consent and draft dismissal Order to you
shortly.
Notice of Motion for Infant Settlement Approval
7 The plaintiffs proceeded with a motion to approve Alessia's settlement. The notice of motion
was to be dated in November 2011. In support of that motion and in accordance with the Rules,
affidavits were prepared to be signed by plaintiffs' counsel, Judy Hamilton and Claudia Catanzaro,
the mother and litigation guardian for Alessia, born July 13, 1996. Both affidavits were drafted but
neither affidavit was signed and sworn to.
Draft Affidavit of Counsel, Judy Hamilton
8

In her unsworn affidavit Ms. Hamilton sets out the following, in part:
7.

A Statement of Claim was issued on April 28, 2008. The nature of the
injuries described by the Plaintiffs is as follows:

Following this event, the Plaintiffs became increasingly upset. Alessia has had
diarrhea for a week following the incident and was experiencing difficulty with
sleeping.
Claudia and Nick also experienced severe anxiety and emotional distress over the
incident which caused them untold hardship and grief.
Claudia and Nick also suffered nervous shock on a severe basis. They have been
severely and adversely affected by the event and are no long a whole person.
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The plaintiffs, since the incident, required ongoing counselling and cognitive
behavioural therapy to assist them in overcoming their aversion and avoidance to
eating cereal.
10.

I have reviewed the Affidavit of Claudia Cantanzaro in support of this
motion and participated in the negotiation and conclusion of the settlement
of the action as against the Defendant Kellogg.

11.

Based on the facts and issues in dispute between the parties, I
recommended to the Plaintiffs, Nick and Claudia that their claims and
claims of Infant Plaintiff in this action be settled as against the Defendant
Kellogg.

15.

The settlement was arrived at as a compromise between myself and the
solicitor for the Defendant Kellogg. I state and verily believe it to be true,
that the aforementioned settlement is reasonable under the circumstances.

16.

More specifically, the settlement as against the Defendant Kellogg is
appropriate because there is significant risk that the Plaintiffs will not be
able to establish liability in this case. As well, the case of Mustapha v.
Culligan of Canada Ltd., regarding compensable damages from
psychological injury has greatly reduced the quantum and type of damages
recoverable from a tainted food incident. The reasonable range of estimates
of damage if the Plaintiffs are successful is conservative. Counsel for
Kellogg has also stated that if the Plaintiffs are unsuccessful at trial they
may pursue them for their costs. Therefore these matters were considered
when assessing the risk of proceeding to trial.

17.

At this point, it is in the interests of the Plaintiffs that this matter be
resolved. Any further steps will increase the Defendant Kellogg's costs and
exposes the Plaintiff to significant risks that are not warranted given the
likelihood and quantum of any damages.

18.

The Infant Plaintiff's Litigation Guardian, Claudia Catanzaro, has
instructed me to settle the claim against Kellogg on the basis set out herein.

Affidavit of Claudia Catanzaro
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9

In her unsworn affidavit Mrs. Catanzaro states the following, in part:
10.

We have agreed to settlement of our action as against the Defendant
Kellogg. The decision to settle the claim was made after a thorough
consideration of the Defendant's potential liability and the reasonable
range of estimates of damage if we are successful.

11.

Based on the facts and issues in dispute between the parties, Ms. Hamilton
recommended to me that the action be settled against the Defendant
Kellogg on the following terms:
a.

Without costs dismissal of the action of Claudia Catanzaro, Nick
Cantanzaro and Alessia Catanzaro, as represented by her Litigation
Guardian, Claudia Catanzaro against Kellogg Canada Inc.

b.

Releases are to be exchanged as between the Parties to this action.

12.

I state and verily believe it be to true, that the aforementioned settlement is
reasonable under the circumstances.

13.

More specifically, the settlement as against the Defendant Kellogg is
appropriate because it is unclear if we will be able to establish liability in
this case. As well, when this action was first issued, there was a very
favorable case regarding compensation damages from psychological injury
that has since had its trial damage award overturned. The reasonable range
of estimates of damage if we are successful is conservative. Counsel of
Kellogg has also stated that if we are unsuccessful at trial they may pursue
us for their costs. Therefore these matters were considered when assessing
the risk of proceeding to trial.

14.

At this point, it is in the interests of myself and the other Plaintiffs that this
matter be resolved. Any further steps will increase the Defendant Kellogg's
costs and exposes us to significant risks that are not warranted given the
likelihood and quantum of any damages.

15.

I verily believe that the action of Alessia as against the Defendant
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Kellogg, should be dismissed on the basis aforementioned, as it is fair and
reasonable under the circumstances.
16.

After weighing the advice given to me by my solicitors, and after
consideration of the offer made, I believe that it is in the best interests of
Alessia, the minor Plaintiff, to settle this action as against the Defendant
Kellogg, on the basis set forth in the Affidavit of Judy Hamilton, filed.

10 By fax dated January 9, 2012 counsel for the plaintiffs advised the trial office that the matter
"has now been settled. We are currently in the process of bringing the required motion to have the
settlement approved."
The following e-mails follows:
February 14, 2012 email defendant to plaintiffs:
Please confirm when you will be bringing your motion to have the
judgment dismissing the action.
February 21, 2012 email plaintiffs to defendant:
Just waiting for the client to come in to swear the affidavit.
November 8, 2012 email new plaintiffs' counsel to defendant, in part:
We have been retained by the plaintiffs...
We are in the process of reviewing the file. In the meantime, we
understand that the plaintiffs' previous counsel communicated an
acceptance of a previous settlement offer by your client. The plaintiffs
advise me that they disclaim any such settlement, and intend to proceed
with their action.
Issues and the Law
Issue: Is there a settlement?
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11

Rule 49.09(a) of the Rules of Civil Procedure states:
49.09 Where a party to an accepted offer to settle fails to comply with the terms
of the offer, the other party may,
(a)

make a motion to a judge for judgment in the terms of the accepted offer, and
the judge may grant judgment accordingly; or ...

12 In Cellular Rental Systems v. Bell Mobility Cellular Inc., [1995] O.J. No. 721 (Gen. Div.) at
para. 17 (aff'd [1995] O.J. No. 3773 (C.A.) the Court stated:
17 An agreement to settle a claim is a contract. To establish the existence of a
contract, the parties' expression of agreement must demonstrate a mutual
intention to create a legally binding relationship and contain agreement on all of
its essential terms: see Canada Square Corp. v. VS Services Ltd. (1981), 34 O.R.
(2d) 250 (C.A.); and Bawitko Investments Ltd. v. Kernels Popcorn Ltd. (1991),
79 D.L.R. (4th) 97 (Ont. C.A.).
13 There is no evidence that the plaintiffs' counsel did not have the authority to settle the case. In
Davis v. Kalkhoust, [1986] O.J. No. 1464 (Ont. H.C.), the court set out the following at pages 3 and
4:
Counsel for the Plaintiffs urged upon me the decision of Henry J. in Atkins v.
Holubeshen 43 C.P.C., 166 upheld by the Divisional Court at 50 C.P.C. 94. In
that case, Mr. Justice Henry set aside an exparte order dismissing the action. That
case however, can be distinguished from the one with which I am dealing. As
Madam Justice Van Camp said in delivering the Judgment of the Divisional
Court (at p. 95) "the consent given to the exparte order dismissing the action had
been given without authority of the Plaintiff - in circumstances which should
have alerted the Defendant to such want of authority" (emphasis mine). That is
not the case here. The solicitor had been retained. He had apparent authority to
bind his client. No want of authority was indicated to the Defendant Purvis'
counsel. Under the circumstances I feel bound by the decision in Scherer v.
Paletta (supra) and the motion is disallowed, with costs to the Defendant Purvis.
14 In the case at bar the parties agreed to settle the action as set out in their email
communications. Counsel for the plaintiffs then proceeded to prepare the required motion and
affidavits to have the infant settlement approved and the entire action dismissed.
15 In Homewood v. Ahmed, [2003] O.J. No. 4677 (S.C.J.) the court stated the following at para.
55:
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55 The Plaintiff merely "changed his mind", because of "the change in his
circumstances", after the settlement had been concluded in accordance with his
instructions.
16 I am satisfied that the parties agreed to settle this action in accordance with the terms set out in
the plaintiffs' motion for infant settlement approval, namely:
An Order for a without costs dismissal of the action of Claudia Catanzaro, Nick
Catanzaro and Alessia Catanzaro, as represented by her Litigation Guardian,
Claudia Catanzaro, as against the Defendant Kellogg Canada Inc. ("Kellogg"),
improperly named in the Statement of Claim as "Kellogg's Canada Inc."
Issue: Should the settlement be approved?
17

Rule 7.08(1) and (4) state:
7.08 (1) No settlement of a claim made by or against a person under disability,
whether or not a proceeding has been commenced in respect of the claim, is
binding on the person without the approval of a judge.
...
(4)

On a motion or application for the approval of a judge under this rule,
there shall be served and filed with the notice of motion or notice of
application,

(a)

an affidavit of the litigation guardian setting out the material facts and the
reasons supporting the proposed settlement and the position of the
litigation guardian in respect of the settlement;

(b)

an affidavit of the lawyer acting for the litigation guardian setting out the
lawyer's position in respect of the proposed settlement;

(c)

where the person under disability is a minor who is over the age of sixteen
years, the minor's consent in writing, unless the judge orders otherwise;
and
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(d)
18

a copy of the proposed minutes of settlement.

Rule 7.08(5) states:
(5)

On a motion or application for the approval of a judge under this rule, the
judge may direct that the material referred to in subrule (4) be served on
the Children's Lawyer or on the Public Guardian and Trustee as the
litigation guardian of the party under disability and may direct the
Children's Lawyer or the Public Guardian and Trustee, as the case may be,
to make an oral or written report stating any objections he or she has to the
proposed settlement and making recommendations, with reasons, in
connection with the proposed settlement.

19 Although plaintiffs' previous counsel prepared the necessary motion and affidavits that motion
was never filed nor were the affidavits properly sworn. Rule 4.06(1)(e) states:
An Affidavit used in a proceeding shall,
(e)

be signed by the deponent and sworn or affirmed before a person authorized to
administer oaths or affirmations. R.R.O. 1990, Reg. 194, r. 4.06 (1); O. Reg.
575/07, s. 1.

20 The test to be applied in determining whether the court should approve a settlement for an
infant pursuant to Rule 7.08 is to protect the infant and ensure that the settlement is in the best
interests of the party (see Wu Estate v. Zurich Insurance Co., [2006] O.J. No. 1939.
21 In Burns Estate v. Fallion 2007 CarswellOnt 5910 Justice Pierce set out the following at para.
12 to 18:
12

13

Is the order for service unnecessary? The defendant cites Poulin et al. v.
Nadon et al., [1950] O.R. 219 (Ont. C.A.) a decision which was codified by
Rule 7.08. As the court suggests, the practice of judicial approval of infant
settlements is an old one. At page 223 the court observed that a settlement
agreed to by the infant's next friend (or litigation guardian as she is now
called) is valid and binding on the infant by virtue of the court's approval,
and not because of the agreement of the next friend. (See page 223) The
court's approval also acts as a protection for the opposing party.

The court held that the solicitor for the plaintiff should file an affidavit setting out his opinion that the settlement benefits the infant. A similar affi-
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davit was required by the next friend. (See page 224) The court added that if
liability was disputed that would be an important consideration for the court
in determining whether to approve the settlement.

14

At page 223 the court concluded:
"... one important duty of the trial judge in these matters is to see that the
proceedings before him on the application for approval become part of the
record. They are an important part of the judicial proceedings in the action
leading up to the judgment of the court, and should be a matter of record.
..."

15

16

17

18

22

Thus we see that the function of the court in approving infant settlements
should be as transparent as the court proceeding itself.

The plaintiff relies on Horodynski Farms Inc. v. Zeneca Corp. (c.o.b.
Zeneca Agro), [2006] O.J. No. 3716 (Ont. C.A.). This case is not on point.
In Horodynski a case had been dismissed, appealed and there was a motion
to admit fresh evidence that was subject to litigation privilege. The court
held that Rule 31.06(3) applied to the discovery stage of litigation which
was closed. These are not the circumstances in the case at bar.

The defendant argues that there is no privilege in a communication to the
court mandated by law regarding an infant settlement. He submits that Rule
37.07 has primarily application to ex parte orders. He also submits that the
court relies on counsel with respect to infant settlements; that it has a duty
not to approve settlements where there is insufficient evidence.

I agree with this submission. The policy of the protection of the interests of
children and other persons under disability requires full and frank disclosure
of the merits of a settlement. Necessarily this calls for a candid opinion by
counsel. As well, the litigation guardian must understand the reasons for settlement and accept them.
The procedural difficulty facing the defendant is that there is no motion before me with the
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required material pursuant to Rule 7.08(4). A notice of motion and draft unsworn affidavits not filed
with the court are not in compliance with the Rule and this court cannot rely on that material to
approve an infant settlement.
23 In all of these circumstances I cannot approve the settlement reached by the parties pursuant to
Rule 7.08(4). Although I am satisfied that a settlement was reached pursuant to Rule 7.08(4) the
court cannot approve it.
24 As a result of these findings it is not necessary to determine whether the settlement ought to be
set aside for any other reasons.
25

An order shall issue restoring the matter to the trial list.

26

The parties shall file written submissions on costs within 10 days.

J.M. FRAGOMENI J.
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establish circumstances surrounding settlement, pursuant to which manufacturer agreed to
dismissal of action without costs, warranting setting aside of agreement -- Parents failed to
convince court mother too busy and stressed to execute settlement on their behalf -- Ontario Rules
of Civil Procedure, Rule 49.09.
Appeal by Catanzaro's parents from an order enforcing a settlement of their claims in an action
relating to damages their daughter suffered after a mouldy piece of chicken was found in a box of
Kellogg's cereal the Catanzaros purchased. Kellogg's served an offer to settle, offering its consent to
an order dismissing the action without costs. The Catanzaros, in their personal capacities and on
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behalf of their daughter, accepted the offer in September 2011, but resiled from it in November
2012. Kellogg's successfully moved for an order enforcing the settlement against the Catanzaros
only, the judge finding that the Catanzaros failed to meet their onus to establish that the settlement
should be set aside because Mrs. Catanzaro entered into it when she was busy and stressed.
HELD: Appeal dismissed. The judge did not err in rejecting the Catanzaros' position that the
settlement should not be enforced because Mrs. Catanzaro was too busy and stressed out to execute
it. The judge properly exercised his discretion to enforce the settlement, in light of the policy of the
court to promote settlement and the fact that refusing to enforce a settlement was a discretion that
should be exercised rarely.
Statutes, Regulations and Rules Cited:
Ontario Rules of Civil Procedure, Rule 7.08(4), Rule 49.09
Appeal From:
On appeal from the amended order of Justice Joseph M. Fragomeni of the Superior Court of Justice,
dated October 9, 2014 with reasons reported at 2014 ONSC 5691 and additional reasons reported at
2014 CanLII 59211.
Counsel:
Mark Wiffen, for the appellants.
Michael White, for the respondent.

ENDORSEMENT
The following judgment was delivered by
1 THE COURT:-- Claudia Catanzaro and Nick Catanzaro appeal from the order of the motion
judge enforcing a settlement of their claims in this action.
2 By statement of claim issued April 28, 2008, the Catanzaros and their daughter, Alessia
Catanzaro, through her litigation guardian, Claudia Catanzaro, sued the respondent, Kellogg's
Canada Inc. for damages suffered after a mouldy piece of chicken was allegedly found in a box of
cereal the Catanzaros had purchased.
3

On September 29, 2011, Mr. White, counsel for Kellogg's, served an offer to settle on the
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plaintiffs' counsel, Ms. Hamilton. In the offer, Kellogg's agreed to consent to an order dismissing
the action without costs. On September 30, 2011, Ms. Hamilton informed Mr. White that her clients
had accepted the offer. On November 24, 2011, Ms. Hamilton provided Mr. White with draft
motion materials to have the court approve the infant settlement relating to Alessia Catanzaro and
dismiss the action. On January 9, 2012, Ms. Hamilton's office notified the court that the matter had
been settled.
4 On November 8, 2012, new counsel for the plaintiffs notified Mr. White that his clients were
resiling from the settlement agreement and intended to proceed with the action.
5 Kellogg's moved to enforce the settlement pursuant to rule 49.09 of the Rules of Civil
Procedure, to approve the settlement as against the infant plaintiff, Alessia Catanzaro, and to
dismiss the action.
6 The Catanzaros resisted the motion on the basis that the infant settlement was not in the best
interests of their daughter and that the court should exercise its discretion to refuse to enforce the
settlement on the basis it would be unjust to do so given Ms. Catanzaro had accepted the offer on
behalf of the plaintiffs in haste and at a time when she was depressed.
7 The motion judge ordered the settlement be enforced as it affected the Catanzaros. She found
that Ms. Hamilton had the authority to settle the case, that the Catanzaros had agreed to settle on the
terms set out in the offer and that the Catanzaros had not met their onus of establishing that the
settlement (as it related to them) ought to be set aside. The motion judge dismissed the motion in
relation to the infant on the basis that it was not supported by the material required under rule
7.08(4).
8 On appeal, the Catanzaros, relying on this court's decision in Milios v. Zagas (1998), 38 O.R.
(3d) 218, submit that the motion judge erred by failing to consider the circumstances surrounding
the acceptance of the settlement -- circumstances they say support their position that the settlement
should be set aside.
9 We do not agree. The policy of the courts is to promote settlement. The discretion to refuse to
enforce a settlement should be exercised rarely. In our view the evidence before the motion judge
did not support refusing to enforce the settlement.
10 The factors in the Milios case this court relied upon in allowing the plaintiffs to resile from
their settlement agreement -- mistake, significant compromise and prompt notification of the
mistake -- are not present in this case. While the various factors identified in Milios were relevant to
the motion judge's analysis, the critical factors the Catanzaros relied on to support their argument
that the settlement should not be enforced were that Ms. Catanzaro accepted the offer in haste and
was under stress at the time. These factors were considered and expressly rejected by the motion
judge: the evidence simply did not support either assertion. We see no error in this finding.
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11 In our view, the record supports the motion judge's conclusion that, on the basis of the
evidence the Catanzaros adduced, they were unable to satisfy their onus of demonstrating that the
circumstances surrounding their acceptance of the offer to settle were such that they should be
allowed to resile from their settlement agreement.
12 The exercise of the motion judge's discretion to enforce the settlement is entitled to deference.
There is no reason to interfere.
13 The appeal is dismissed. The respondent is entitled to costs in the agreed-upon amount of
$2,500, including disbursements and applicable taxes.
E.A. CRONK J.A.
G.J. EPSTEIN J.A.
G. HUSCROFT J.A.
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Case Name:

Gregory v. Gill
RE: John Davidson Gregory, Applicant, and
Ryan Lindan Gill, Daniella Miletin-Gill,
Lauren Ashleigh Beaton, Aaron Mosha
Glazer and First National Financial GP Corporation, Respondents
[2016] O.J. No. 3457
2016 ONSC 4227
Court File No.: CV-16-552210
Ontario Superior Court of Justice
C.J. Brown J.
Heard: June 24, 2016.
Judgment: June 28, 2016.
(22 paras.)
[Editor's note: An addendum was released by the Court August 9, 2016. See [2016] O.J. No. 4195.]

Civil litigation -- Civil procedure -- Settlements -- Releases -- Motion by respondents to settle terms
of release allowed -- Parties were neighbours who settled acrimonious title and encroachment
property dispute -- Applicant sought to include wife in release contemplated by settlement -Respondents alleged wife's inclusion was not contemplated during negotiations, as she was not on
title and was non-party to litigation -- Although there was no evidence of initial intent to include
applicant's wife in release, ongoing hostility and threat of potential lawsuit against wife justified
her inclusion to achieve finality between parties.
Real property law -- Proceedings -- Practice and procedure -- Settlements -- Motion by
respondents to settle terms of release allowed -- Parties were neighbours who settled acrimonious
title and encroachment property dispute -- Applicant sought to include wife in release contemplated
by settlement -- Respondents alleged wife's inclusion was not contemplated during negotiations, as
she was not on title and was non-party to litigation -- Although there was no evidence of initial
intent to include applicant's wife in release, ongoing hostility and threat of potential lawsuit against
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wife justified her inclusion to achieve finality between parties.
Motion by the respondents to settle the terms of a release. The applicant, Gregory, and his wife,
Horton, were the next door neighbours of the respondents, the Gills. The properties shared a
common wall. The applicant had resided in the property from 1983 onward. The respondents
purchased their property in 2014. The applicant entered an agreement to sell his property in 2016.
An acrimonious dispute arose between the parties regarding title and encroachment. Two weeks
prior to completion of the sale of the applicant's property, the parties reached a settlement
agreement. The settlement included a term providing for a mutual release. The parties were unable
to agree on wording. The applicant sought to include Horton, despite her status as a non-party to the
litigation and the fact that she was not on title to their home. The respondents took the position that
Horton's inclusion in the release was not contemplated by the parties at the time of settlement.
HELD: Motion allowed. Counsel failed to act reasonably in the course of negotiating the mutual
release. The evidence established no initial intention to include Horton in the release. However,
given the hostility between the parties, and the threat of a potential lawsuit against Horton, it was
important that the release achieve finality. The request to include Horton was reasonable. The
parties were directed to include Horton and to release all parties to the date of signing.
Statutes, Regulations and Rules Cited:
Ontario Rules of Civil Procedure, Rule 49.09
Counsel:
Mark Wainberg, for the Applicant.
Howard D Gerson, for the Respondents Gill and Miletin-Gill.

ENDORSEMENT
1 C.J. BROWN J.:-- The applicant, John Davidson Gregory, and his wife, Lynn Horton, reside at
667 Euclid Avenue in Toronto and are neighbours of the respondents, Ryan Lindan Gill and
Daniella Miletin-Gill, who reside at 665 Euclid Avenue. The properties share a party wall.
2 The applicant has resided in the property since 1983 and the respondents purchased the
neighbouring property in 2014.
3

The application was brought to address a title/encroachment dispute between the parties
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affecting the properties owned by them, in advance of the sale of the applicant's property, scheduled
to close June 21, 2016. The property did close on that day and the applicants had moved from the
property at the time of the motion.
4

On June 2, 2016, the parties settled the application and so advised the court on June 3, 2016.

5

Paragraph 7 of the offer to settle provides as follows:
7.

The applicant and the Gill respondents to sign a mutual release in a form
satisfactory to their lawyers acting reasonably.

6 The parties have been unable to reach an agreement as regards the wording of a mutual release.
As a result, the respondent brings this motion pursuant to rule 49.09 for an order enforcing the
agreement to settle the application by settling the terms of the mutual release required under the
terms of settlement.
7 At the opening of court on June 24, I suggested to counsel that they continue negotiations as
regards the terms of a mutual release prior to their being heard. They both left the courtroom, but
were unable to arrive at an agreement.
8 The issue involves the proper parties to the release. The applicant wishes to include his wife,
Lynn Horton, although she was not a party to the encroachment application. She was not included
in the application as she was not on title as regards the matrimonial home. Her affidavit in support
of this motion states that she was involved in all of the major decisions in the proceedings and that
she was contacted by Mr. Gerson, on behalf of the respondents, as regards a settlement. There was
no cross-examination on the affidavit and, accordingly, her sworn evidence is uncontroverted.
9 It is the position of counsel for the respondent, that it was not contemplated by the parties at the
time of settlement that she be included in a mutual release; that she was not a party to the
application; that she was not represented by Mr. Wainberg during the settlement negotiations; that
the settlement does not provide for her to be a party to the mutual release and that the settlement
only provides for a mutual release between the applicant and the Gill respondents. I note that Lynn
Horton did retain Mr. Wainberg for the purpose of negotiating the terms of the release following
settlement of the application. Pursuant to correspondence from Mr. Gerson on June 2, 2016, he
stated to Mr. Wainberg "you will confirm the form of mutual release acceptable to the applicant".
10 As regards the release, and who should be included as parties to the mutual release, Mr.
Gerson relies upon the cases of Disera v Bernardi, 2014 ONSC 4500, paragraphs 27 and 38;
Zelsman v Meridian Credit Union, 2011 ONSC 1680, paragraphs 2, 3a, 41, 42, 45 and Martenfeld v
Collins Barrow Toronto LLP, [2014] O.J. No 4195.
11 It is the position of Mr. Wainberg that, the moving party, having brought this motion under
rule 49.09, has not satisfied his burden under the rule. He states that while the rule requires that a
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party may bring a motion for judgment in the terms of the accepted offer where the other party to an
accepted offer to settle fails to comply with the terms of the offer, in this case, the parties have not
failed to comply with the terms of the offer, but have simply not been able to arrive at a mutual
agreement as regards the release, acting reasonably.
12 After much back and forth correspondence between counsel as regards the mutual release
following settlement of the application, Mr. Gerson, on June 13, sent a revised draft of the draft
release with changes tracked, which included Lynn Horton as well as the applicant and was to be
effective through the date of the release. In that e-mail, he indicated that he had not received
instructions from his client regarding the final form of release he was forwarding to Mr. Wainberg.
13 The purchasers of 667 Euclid, Lauren Ashleigh Beaton and Aaron Mosha Glazer, were also
included as respondents to the application, but did not wish to be included in the release.
14 Following June 13, it appears that matters unraveled and, thereafter, Mr. Gerson advised Mr.
Wainberg that his clients were only willing to execute the mutual release between the parties to the
application to the date of the settlement, June 3, and not to the date of release, as previously agreed.
By July 15, Mr. Gerson sent another e-mail stating "On Monday, June 13, I sent you a revised draft
of your draft release with changes tracked (which changes you have accepted) and which included
Ms. Horton for the sake of achieving finality". However, due to the allegations concerning his client
and "malicious complaints" about his clients, he would no longer agree to a release effective
through the date of release, but would only agree to a release of claims to June 3, to preserve his
clients' rights to bring a lawsuit against the applicant and Lynn Horton.
15 The background evidence indicates that the parties have had a stormy relationship as
neighbours. Most recently, following the settlement of the application, there have been accusations
as against the applicant and Lynn Horton that they made unfounded allegations against the Gills to
the respondent purchasers, Beaton and Glazer, and also, as regards Lynn Horton, with respect to a
threatened suit for "malicious interference" by Ms. Horton with the Gill's construction workers
concerning compliance with an Ontario Municipal Board Order regarding 665 Euclid Avenue. The
incident apparently arose after settlement. Ms. Horton's explanation of the incident is contained in
her affidavit at paragraph 7. Again, the evidence contained in the affidavit was not cross-examined
upon and, as such, is uncontroverted.
16 As a result of these allegations and a threatened potential lawsuit against Ms. Horton, the
mutual release is important to the applicant and Lynn Horton because, as they state in their
affidavits in support of this motion, they "want a "clean break" from the Gills.
17 I am not satisfied that the lawyers have, in fact, acted reasonably throughout concerning a
mutual release. I do note that there have been numerous negotiations back and forth and that both
had agreed, to the June 13 release, sent by Mr. Gerson which included both the applicant and Lynn
Horton up to the time of the release. Agreement was withdrawn, as Mr. Gerson explains, given the
fact that the respondents do not wish to provide a release that may release Ms. Horton from any
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potential action regarding "malicious interference". He states that he has received no instruction
from his clients at this juncture to commence an action against her, but does not want to preclude
this.
18 It is clear from all of the evidence before me that the relationship between the "neighbours"
has been unpleasant and stormy, and not one of cordial neighbours throughout. In part, as a result of
these relations, the applicant and Ms. Horton finally determined that they would sell their home,
which they have done. They no longer live in that home, but have moved. According to their
affidavits, upon which there was no cross-examination, they did not wish to live next to the Gills
any longer. They wished to make a "clean break" and to bring finality to the relationship.
19 It appears from the evidence that there was not an initial intention or expressed intention to
include Ms. Horton in the release. I note, again, that she was not a party to the application and she is
not on title. Only the owners of the subject properties, including the subsequent purchasers of 667
Euclid and the bank were named. However, given all of the circumstances, and the previous
proceedings in this dispute between the "neighbours", the applicant seeks to have his wife, who was
not a party to the application, included in the release to make a clean break with the Gills and to
bring finality to the matter.
20 This wish on the part of the applicant was originally communicated by Mr. Wainberg to Mr.
Gerson who agreed on June 13 that Ms. Horton be included as a means to "bring finality" to the
issues.
21 The request to include her in the release is reasonable, given all the circumstances, as was the
agreement by the respondent on June 13 to do so. It is, in my view, reasonable that the mutual
agreement now be concluded in those terms. Thus, the mutual release should include both the
applicant and Lynn Horton and should release all parties and Ms. Horton to the date of the signing
of the final release, as counsel had originally agreed on June 13, 2016.
22 In all of the circumstances of this case, I make no order as to costs. Each party is to bear their
own costs.
C.J. BROWN J.
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Case Name:

Garland v. Consumers' Gas Co.
Gordon Garland, appellant;
v.
Enbridge Gas Distribution Inc., previously known as
Consumers' Gas Company Limited, respondent, and
Attorney General of Canada, Attorney General for
Saskatchewan, Toronto Hydro-Electric System Limited, Law
Foundation of Ontario and Union Gas Limited,
interveners.
[2004] S.C.J. No. 21
[2004] A.C.S. no 21
2004 SCC 25
2004 CSC 25
[2004] 1 S.C.R. 629
[2004] 1 R.C.S. 629
237 D.L.R. (4th) 385
319 N.R. 38
J.E. 2004-931
186 O.A.C. 128
43 B.L.R. (3d) 163
9 E.T.R. (3d) 163
2004 CanLII 25
130 A.C.W.S. (3d) 32
2004 CarswellOnt 1558
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2004 CarswellOnt 1559
File No.: 29052.
Supreme Court of Canada
Heard: October 9, 2003;
Judgment: April 22, 2004.
Present: Iacobucci, Major, Bastarache, Binnie, LeBel,
Deschamps and Fish JJ.
(91 paras.)
Appeal From:
ON APPEAL FROM THE COURT OF APPEAL FOR ONTARIO
Catchwords:
Restitution -- Unjust enrichment -- Late payment penalty -- Customers of regulated gas utility
claiming restitution for unjust enrichment arising from late payment penalties levied by utility in
excess of interest limit prescribed by s. 347 of Criminal Code -- Whether customers have claim for
unjust enrichment -- Defences that can be mounted by utility to resist claim -- Whether other
ancillary orders necessary.
Summary:
The respondent gas utility, whose rates and payment policies are governed by the Ontario Energy
Board ("OEB"), bills its customers on a monthly basis, and each bill includes a due date for the
payment of current charges. Customers who do not pay by the due date incur a late payment penalty
("LPP") calculated at five percent of the unpaid charges for that month. The LPP is a one-time
penalty, and does not compound or increase over time. The appellant and his wife paid
approximately $75 in LPP charges between 1983 and 1995. The appellant commenced a class
action seeking restitution for unjust enrichment of LPP charges received by the respondent in
violation of s. 347 of the Criminal Code. He also sought a preservation order. In a previous appeal
to this Court, it was held that charging the LPPs amounted to charging a criminal rate of interest
under s. 347 and the matter was remitted back to the trial court for further consideration. As the case
raised no factual dispute, the parties brought cross-motions for summary judgment. The motions
judge granted the respondent's motion for summary judgment, finding that the action was a
collateral attack on the OEB's orders. The Court of Appeal disagreed, but dismissed the appellant's
appeal on the grounds that his unjust enrichment claim could not be made out.
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Held: The appeal should be allowed. The respondent is ordered to repay LPPs collected from the
appellant in excess of the interest limit stipulated in s. 347 of the Code after the action was
commenced in 1994 in an amount to be determined by the trial judge.
The test for unjust enrichment has three elements: (1) an enrichment of the defendant; (2) a
corresponding deprivation of the plaintiff; and (3) an absence of juristic reason for the enrichment.
The proper approach to the juristic reason analysis is in two parts. The plaintiff must show that no
juristic reason from an established category exists to deny recovery. The established categories
include a contract, a disposition of law, a donative intent, and other valid common law, equitable or
statutory obligations. If there is no juristic reason from an established category, then the plaintiff has
made out a prima facie case. The prima facie case is rebuttable, however, where the defendant can
show that there is another reason to deny recovery. Courts should have regard at this point to two
factors: the reasonable expectations of the parties and public policy considerations.
Here, the appellant has a claim for restitution. The respondent received the monies represented by
the LPPs and had that money available for use in the carrying on of its business. The transfer of
those funds constitutes a benefit to the respondent. The parties are agreed that the second prong of
the test has been satisfied. With respect to the third prong, the only possible juristic reason from an
established category that could justify the enrichment in this case is the existence of the OEB orders
creating the LPPs under the "disposition of law" category. The OEB orders, however, do not
constitute a juristic reason for the enrichment because they are inoperative to the extent of their
conflict with s. 347 of the Criminal Code. The appellant has thus made out a prima facie case for
unjust enrichment.
The respondent's reliance on the orders is relevant when determining the reasonable expectations of
the parties at the rebuttal stage of the juristic reason analysis even though it would not provide a
defence if the respondent was charged under s. 347 of the Code. However, the overriding public
policy consideration in this case is the fact that the LPPs were collected in contravention of the
Criminal Code. As a matter of public policy, criminals should not be permitted to keep the proceeds
of their crime. In weighing these considerations, the respondent's reliance on the inoperative OEB
orders from 1981-1994, prior to the commencement of this action, provides a juristic reason for the
enrichment. After the action was commenced and the respondent was put on notice that there was a
serious possibility its LPPs violated the Criminal Code, it was no longer reasonable to rely on the
OEB rate orders to authorize the LPPs. Given that conclusion, it is only necessary to consider the
respondent's defences for the period after 1994.
The respondent cannot avail itself of any defence. The change of position defence is not available to
a defendant who is a wrongdoer. Since the respondent in this case was enriched by its own criminal
misconduct, it should not be permitted to avail itself of the defence. Section 18 (now s. 25) of the
Ontario Energy Board Act should be read down so as to exclude protection from civil liability
damage arising out of Criminal Code violations. As a result, the defence does not apply in this case
and it is not necessary to consider the constitutionality of the section.
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This action does not constitute an impermissible collateral attack on the OEB's orders. The OEB
does not have exclusive jurisdiction over this dispute, which is a private law matter under the
competence of civil courts, nor does it have jurisdiction to order the remedy sought by the appellant.
Moreover, the specific object of the action is not to invalidate or render inoperative the OEB's
orders, but rather to recover money that was illegally collected by the respondent as a result of OEB
orders. In order for the regulated industries defence to be available to the respondent, Parliament
needed to have indicated, either expressly or by necessary implication, that s. 347 of the Code
granted leeway to those acting pursuant to a valid provincial regulatory scheme. Section 347 does
not contain any such indication.
The de facto doctrine does not apply in this case because it only attaches to government and its
officials in order to protect and maintain the rule of law and the authority of government. An
extension of the doctrine to a private corporation regulated by a government authority is not
supported by the case law and does not further the doctrine's underlying purpose.
A preservation order is not appropriate in this case. The respondent has ceased to collect the LPPs at
a criminal rate, so there would be no future LPPs to which a preservation order could attach. Even
with respect to the LPPs paid between 1994 and the present, a preservation order should not be
granted because it would serve no practical purpose, because the appellant has not satisfied the
criteria in the Ontario Rules of Civil Procedure, and because Amax can be distinguished from this
case. A declaration that the LPPs need not be paid would similarly serve no practical purpose and
should not be made.
Cases Cited
Applied: Peter v. Beblow, [1993] 1 S.C.R. 980; explained: Pettkus v. Becker, [1980] 2 S.C.R. 834;
Peel (Regional Municipality) v. Canada, [1992] 3 S.C.R. 762; referred to: Garland v. Consumers'
Gas Co., [1998] 3 S.C.R. 112; Sprint Canada Inc. v. Bell Canada (1997), 79 C.P.R. (3d) 31; Ontario
Hydro v. Kelly (1998), 39 O.R. (3d) 107; Mahar v. Rogers Cablesystems Ltd. (1995), 25 O.R. (3d)
690; Berardinelli v. Ontario Housing Corp., [1979] 1 S.C.R. 275; Sharwood & Co. v. Municipal
Financial Corp. (2001), 53 O.R. (3d) 470; Rural Municipality of Storthoaks v. Mobil Oil Canada,
Ltd., [1976] 2 S.C.R. 147; RBC Dominion Securities Inc. v. Dawson (1994), 111 D.L.R. (4th) 230;
Rathwell v. Rathwell, [1978] 2 S.C.R. 436; Reference re Goods and Services Tax, [1992] 2 S.C.R.
445; Mack v. Canada (Attorney General) (2002), 60 O.R. (3d) 737; Multiple Access Ltd. v.
McCutcheon, [1982] 2 S.C.R. 161; M & D Farm Ltd. v. Manitoba Agricultural Credit Corp., [1999]
2 S.C.R. 961; Transport North American Express Inc. v. New Solutions Financial Corp., [2004] 1
S.C.R. 249, 2004 SCC 7; Oldfield v. Transamerica Life Insurance Co. of Canada, [2002] 1 S.C.R.
742, 2002 SCC 22; Lipkin Gorman v. Karpnale Ltd., [1992] 4 All E.R. 512; Toronto (City) v.
C.U.P.E., Local 79, [2003] 3 S.C.R. 77, 2003 SCC 63; Wilson v. The Queen, [1983] 2 S.C.R. 594;
R. v. Litchfield, [1993] 4 S.C.R. 333; Attorney General of Canada v. Law Society of British
Columbia, [1982] 2 S.C.R. 307; R. v. Jorgensen, [1995] 4 S.C.R. 55; Reference re Manitoba
Language Rights, [1985] 1 S.C.R. 721; Amax Potash Ltd. v. Government of Saskatchewan, [1977]
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The judgment of the Court was delivered by
1 IACOBUCCI J.:-- At issue in this appeal is a claim by customers of a regulated utility for
restitution for unjust enrichment arising from late payment penalties levied by the utility in excess
of the interest limit prescribed by s. 347 of the Criminal Code, R.S.C. 1985, c. C-46. More
specifically, the issues raised include the necessary ingredients to a claim for unjust enrichment, the
defences that can be mounted to resist the claim, and whether other ancillary orders are necessary.
2 For the reasons that follow, I am of the view to uphold the appellant's claim for unjust
enrichment and therefore would allow the appeal.
I.

Facts

3 The respondent Consumers' Gas Company Limited, now known as Enbridge Gas Distribution
Inc., is a regulated utility which provides natural gas to commercial and residential customers
throughout Ontario. Its rates and payment policies are governed by the Ontario Energy Board
("OEB" or "Board") pursuant to the Ontario Energy Board Act, R.S.O. 1990, c. O.13 ("OEBA"),
and the Municipal Franchises Act, R.S.O. 1990, c. M.55. The respondent cannot sell gas or charge
for gas-related services except in accordance with rate orders issued by the Board.
4

Consumers' Gas bills its customers on a monthly basis, and each bill includes a due date for the
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payment of current charges. Customers who do not pay by the due date incur a late payment penalty
("LPP") calculated at five percent of the unpaid charges for that month. The LPP is a one-time
penalty, and does not compound or increase over time.
5 The LPP was implemented in 1975 following a series of rate hearings conducted by the OEB.
In granting Consumers' Gas's application to impose the penalty, the Board noted that the primary
purpose of the LPP is to encourage customers to pay their bills promptly, thereby reducing the cost
to Consumers' Gas of carrying accounts receivable. The Board also held that such costs, along with
any special collection costs arising from late payments, should be borne by the customers who
cause them to be incurred, rather than by the customer base as a whole. In approving a flat penalty
of five percent, the OEB rejected the alternative course of imposing a daily interest charge on
overdue accounts. The Board reasoned that an interest charge would not provide sufficient incentive
to pay by a named date, would give little weight to collection costs, and might seem overly
complicated. The Board recognized that if a bill is paid very soon after the due date, the penalty
would, if calculated as an interest charge, be a very high rate of interest. However, it noted that
customers could avoid such a charge by paying their bills on time, and that, in any event, in the case
of the average bill the dollar amount of the penalty would not be very large.
6 The appellant Gordon Garland is a resident of Ontario and has been a Consumers' Gas customer
since 1983. He and his wife paid approximately $75 in LPP charges between 1983 and 1995. In a
class action on behalf of over 500,000 Consumers' Gas customers, Garland asserted that the LPPs
violate s. 347 of the Criminal Code. That case also reached the Supreme Court of Canada, which
held that charging the LPPs amounted to charging a criminal rate of interest under s. 347 and
remitted the matter back to the trial court for further consideration (Garland v. Consumers' Gas Co.,
[1998] 3 S.C.R. 112 ("Garland No. 1")). Both parties have now brought cross-motions for summary
judgment.
7 The appellant now seeks restitution for unjust enrichment of LPP charges received by the
respondent in violation of s. 347 of the Code. He also seeks a preservation order requiring
Consumers' Gas to hold LPPs paid during the pendency of the litigation subject to possible
repayment.
8 The motions judge granted the respondent's motion for summary judgment, finding that the
action was a collateral attack on the OEB order. He dismissed the application for a preservation
order. A majority of the Court of Appeal disagreed with the motions judge's reasons, but dismissed
the appeal on the grounds that the appellant's unjust enrichment claim could not be made out.
II.
9

Relevant Statutory Provisions

Ontario Energy Board Act, R.S.O. 1990, c. O.13
18. An order of the Board is a good and sufficient defence to any proceeding
brought or taken against any person in so far as the act or omission that is the
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subject of the proceeding is in accordance with the order.
Ontario Energy Board Act, 1998, S.O. 1998, c. 15, Sch. B
25. An order of the Board is a good and sufficient defence to any
proceeding brought or taken against any person in so far as the act or omission
that is the subject of the proceeding is in accordance with the order.
Criminal Code, R.S.C. 1985, c. C-46
15. No person shall be convicted of an offence in respect of an act or
omission in obedience to the laws for the time being made and enforced by
persons in de facto possession of the sovereign power in and over the place
where the act or omission occurs.
347. (1) Notwithstanding any Act of Parliament, every one who
(a) enters into an agreement or arrangement to receive interest at a criminal
rate, or
(b) receives a payment or partial payment of interest at a criminal rate,
is guilty of
(c) an indictable offence and is liable to imprisonment for a term not
exceeding five years, or
(d) an offence punishable on summary conviction and is liable to a fine not
exceeding twenty-five thousand dollars or to imprisonment for a term not
exceeding six months or to both.
III.

Judicial History

A. Ontario Superior Court of Justice (2000), 185 D.L.R. (4th) 536
10 As this case raised no factual disputes, all parties agreed that summary judgment was the
proper procedure on the motion. Winkler J. found that the appellant's claim could not succeed in
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law and that there was no serious issue to be tried. In so finding, he held that the "regulated
industries defence" was not a complete defence to the claim. On his reading of the relevant case
law, the dominant consideration was whether the express statutory language afforded a degree of
flexibility to provincial regulators. Section 347 affords no such flexibility, so the defence is not
available.
11 Nor, in Winkler J.'s view, did s. 15 of the Criminal Code act as a defence. Section 15 was a
provision of very limited application, originally enacted to ensure that persons serving the Monarch
de facto could not be tried for treason for remaining faithful to the unsuccessful claimant to the
throne. While it could have a more contemporary application, it was limited on its face to actions or
omissions occurring pursuant to the authority of a sovereign power. As the OEB was not a
sovereign power, it did not apply.
12 Winkler J. found that the proposed action was a collateral attack on the OEB's orders. The
OEBA indicated repeatedly that the OEB has exclusive control over matters within its jurisdiction.
In addition, interested parties were welcome to participate in OEB hearings, and OEB orders were
reviewable. The appellant did not avail himself of any of these opportunities, choosing instead to
challenge the validity of the OEB orders in the courts. Winkler J. found that, unless attacked
directly, OEB orders are valid and binding upon the respondent and its consumers. The OEB was
not a party to the instant proceeding and its orders were not before the court. Winkler J. noted that
the setting of rates is a balancing exercise, with LPPs being one factor under consideration.
Applying Sprint Canada Inc. v. Bell Canada (1997), 79 C.P.R. (3d) 31 (Ont. Ct. (Gen. Div.)),
Ontario Hydro v. Kelly (1998), 39 O.R. (3d) 107 (Gen. Div.), and Mahar v. Rogers Cablesystems
Ltd. (1995), 25 O.R. (3d) 690 (Gen. Div.), Winkler J. found that the instant action, although framed
as a private dispute between two contractual parties, was in reality an impermissible collateral
attack on the validity of OEB orders. It would be inappropriate for the court to determine matters
that fall squarely within the OEB's jurisdiction. Moreover, this Court's decision in Garland No. 1
with respect to s. 347 provided the OEB with ample legal guidance to deal with the matter.
13 In case he was incorrect in that finding, Winkler J. went on to find that s. 18 of the OEBA
provided a complete defence to the proposed action. He held that s. 18 was constitutionally valid
because it did not interfere with Parliament's jurisdiction over interest and the criminal law, or, to
the extent that it did, the interference was incidental. Although the respondent did not strictly
comply with the OEB order in that it waived LPPs for some customers, this did not preclude the
respondent from relying on s. 18.
14 In case that finding was also mistaken, Winkler J. went on to consider whether the appellant's
claim for restitution was valid. The parties had conceded that the appellant had suffered a
deprivation, and Winkler J. was satisfied that the respondent had received a benefit. However, he
found that the OEB's rate order constituted a valid juristic reason for the respondent's enrichment.
15

Having reached those conclusions, Winkler J. declined to make a preservation order, as
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requested by the appellant, allowed the respondent's motion for summary judgment and dismissed
the appellant's action. By endorsement, he ordered costs against the appellant.
B. Ontario Court of Appeal (2001), 208 D.L.R. (4th) 494
16 McMurtry C.J.O., for the majority, found that Winkler J. was incorrect in finding that there
had been an impermissible collateral attack on a decision of the OEB because the appellant was not
challenging the merits or legality of the OEB order or attempting to raise a matter already dealt with
by the OEB. Rather, the proposed class action was based on the principles of unjust enrichment and
raised issues over which the OEB had no jurisdiction. As such, the courts had jurisdiction over the
proposed class action.
17 McMurtry C.J.O. further found that s. 25 of the 1998 OEBA (the equivalent provision to s. 18
of the 1990 OEBA) did not provide grounds to dismiss the appellant's action. He did not agree that
the respondent's failure to comply strictly with the OEB orders made s. 25 inapplicable. Instead, he
found that while s. 25 provides a defence to any proceedings in so far as the act or omission at issue
is in accordance with the OEB order, legislative provisions restricting citizen's rights of action
attract strict construction (Berardinelli v. Ontario Housing Corp., [1979] 1 S.C.R. 275). The
legislature could not reasonably be believed to have contemplated that an OEB order could mandate
criminal conduct, and even wording as broad as that found in s. 25 could not provide a defence to an
action for restitution arising from an OEB order authorizing criminal conduct. He noted that this
decision was based on the principles of statutory interpretation, not on the federal paramountcy
doctrine.
18 Section 15 of the Criminal Code did not provide the respondent with a defence, either. It was
of limited application and is largely irrelevant in modern times. As for the "regulated industries
defence", it did not apply because the case law did not indicate that a company operating in a
regulatory industry could act directly contrary to the Criminal Code.
19 Nonetheless, McMurtry C.J.O. held that the appellant's unjust enrichment claim could not be
made out. It had been conceded that the appellant suffered a deprivation, but McMurtry C.J.O. held
that the appellant failed to establish the other two elements of the claim for unjust enrichment.
While payment of money will normally be a benefit, McMurtry C.J.O. found that the payment of
the late penalties in this case did not confer a benefit on the respondent. Taking the "straightforward
economic approach" to the first two elements of unjust enrichment, as recommended in Peter v.
Beblow, [1993] 1 S.C.R. 980, McMurtry C.J.O. noted that the OEB sets rates with a view to
meeting the respondent's overall revenue requirements. If the revenue available from LPPs had been
set lower, the other rates would have been set higher. Therefore, the receipt of the LPPs was not an
enrichment capable of giving rise to a restitutionary claim.
20 In case that conclusion was wrong, McMurtry C.J.O. went on to find that there was a juristic
reason for any presumed enrichment. Under this aspect of the test, moral and policy questions were
open for consideration, and it was necessary to consider what was fair to both the plaintiff and the
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defendant. It was therefore necessary to consider the statutory regime within which the respondent
operated. McMurtry C.J.O. noted that the respondent was required by statute to apply the LPPs; it
had been ordered to collect them and they were taken into account when the OEB made its rate
orders. He found that it would be contrary to the equities in this case to require the respondent to
repay all the LPP charges collected since 1981. Such an order would affect all of the respondent's
customers, including the vast majority who consistently pay on time.
21 The appellant argued that a preservation order was required even if his arguments on
restitution were not successful because he could still be successful in arguing that the respondent
could not enforce payment of the late penalties. As he had found no basis for ordering restitution,
McMurtry C.J.O. saw no reason to make a preservation order. Moreover, the order requested would
serve no practical purpose because it gave the respondent the right to spend the monies at stake. He
dismissed the appeal and the appellant's action. In so doing, he agreed with the motions judge that
the appellant's claims for declaratory and injunctive relief should not be granted.
22 As to costs, McMurtry C.J.O. found that there were several considerations that warranted
overturning the order that the appellant pay the respondent's costs. First, the order required him to
pay the costs of his successful appeal to the Supreme Court of Canada. Second, even though the
respondent was ultimately successful, it failed on two of the defences it raised at the motions stage
and three of the defences it raised at the Court of Appeal. Third, the proceedings raised novel issues.
McMurtry C.J.O. found that each party should bear its own costs.
23 Borins J.A., writing in dissent, was of the opinion that the appeal should be allowed. He
agreed with most of McMurtry C.J.O.'s reasons, but found that the plaintiff class was entitled to
restitution. In his opinion, the motions judge's finding that the LPPs had enriched the respondent by
causing it to have more money than it had before was supported by the evidence and the authorities.
Absent material error, he held, it was not properly reviewable.
24 However, Borins J.A. found that the motions judge had erred in law in finding that there was a
juristic reason for the enrichment. The motions judge had failed to consider the effect of the
Supreme Court of Canada decision that the charges amount to interests at a criminal rate and that s.
347 of the Criminal Code prohibits the receipt of such interest. As a result of this decision, Borins
J.A. felt that the rate orders ceased to have any legal effect and could not provide a juristic reason
for the enrichment. A finding that the rate orders constituted a juristic reason for contravening s.
347 also allowed orders of a provincial regulatory authority to override federal criminal law and
removed a substantial reason for compliance with s. 347. Thus, he held that allowing the respondent
to retain the LPPs was contrary to the federal paramountcy doctrine.
25 According to Borins J.A., finding the OEB orders to constitute a juristic reason would also be
contrary to the authorities which have applied s. 347 in the context of commercial obligations. This
line of cases required consideration of when restitution should have been ordered and for what
portion of the amount paid. Finally, it would allow the respondent to profit from its own
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wrongdoing.
26 Borins J.A. was not sympathetic to the respondent's claims that its change of position should
allow it to keep the money it had collected in contravention of s. 347, even if it could have
recovered the same amount of money on an altered rate structure. He also noted that, in his opinion,
the issue of recoverability should have been considered in the context of the class action, not on the
basis of the representative plaintiff's claim for $75. Borins J.A. would have allowed the appeal, set
aside the judgment dismissing the appellant's claim, granted partial summary judgment, and
dismissed the respondent's motion for summary judgment. The appellant would have been required
to proceed to trial with respect to damages. He would also have declared that the charging and
receipt of LPPs by the respondent violates s. 347(1)(b) of the Criminal Code and that the LPPs need
not be paid by the appellant, and would have ordered that the respondent repay the LPPs received
from the appellant, as determined by the trial judge. He would also have ordered costs against the
respondent.
27 It should be noted that on January 9, 2003, McLachlin C.J. stated the following constitutional
question:
Are s. 18 of the Ontario Energy Board Act, R.S.O. 1990, c. O.13, and s. 25 of the
Ontario Energy Board Act, 1998, S.O. 1998, c. 15, Sched. B, constitutionally
inoperative by reason of the paramountcy of s. 347 of the Criminal Code, R.S.C.
1985, c. C-46?
As will be clear from the reasons below, I have found it unnecessary to answer the constitutional
question.
IV.
28

Issues

1. Does the appellant have a claim for restitution?
(a)
(b)
2.

Was the respondent enriched?
Is there a juristic reason for the enrichment?

Can the respondent avail itself of any defence?
(a)
(b)
(c)
(d)
(e)

Does the change of position defence apply?
Does s. 18 (now s. 25) of the OEBA ("s. 18/25") shield the respondent from
liability?
Is the appellant engaging in a collateral attack on the orders of the Board?
Does the "regulated industries" defence exonerate the respondent?
Does the de facto doctrine exonerate the respondent?
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3.

Other orders sought by the appellant
(a)
(b)
(c)

V.

Should this Court make a preservation order?
Should this Court make a declaration that the LPPs need not be paid?
What order should this Court make as to costs?

Analysis

29 My analysis will proceed as follows. First, I will assess the appellant's claim in unjust
enrichment. Second, I will determine whether the respondent can avail itself of any defences to the
appellant's claim. Finally, I will address the other orders sought by the appellant.
A. Unjust Enrichment
30 As a general matter, the test for unjust enrichment is well established in Canada. The cause of
action has three elements: (1) an enrichment of the defendant; (2) a corresponding deprivation of the
plaintiff; and (3) an absence of juristic reason for the enrichment (Pettkus v. Becker, [1980] 2 S.C.R.
834, at p. 848; Peel (Regional Municipality) v. Canada, [1992] 3 S.C.R. 762, at p. 784). In this case,
the parties are agreed that the second prong of the test has been satisfied. I will thus address the first
and third prongs of the test in turn.
(a)

Enrichment of the Defendant

31 In Peel, supra, at p. 790, McLachlin J. (as she then was) noted that the word "enrichment"
connotes a tangible benefit which has been conferred on the defendant. This benefit, she writes, can
be either a positive benefit, such as the payment of money, or a negative benefit, for example,
sparing the defendant an expense which he or she would otherwise have incurred. In general, moral
and policy arguments have not been considered under this head of the test. Rather, as McLachlin J.
wrote in Peter, supra, at p. 990, "[t]his Court has consistently taken a straightforward economic
approach to the first two elements of the test for unjust enrichment". Other considerations, she held,
belong more appropriately under the third element -- absence of juristic reason.
32 In this case, the transactions at issue are payments of money by late payers to the respondent.
It seems to me that, as such, under the "straightforward economic approach" to the benefit analysis,
this element is satisfied. Winkler J. followed this approach and was satisfied that the respondent had
received a benefit. "Simply stated", he wrote at para. 95, "as a result of each LPP received by
Consumers' Gas, the company has more money than it had previously and accordingly is enriched."
33

The majority of the Court of Appeal for Ontario disagreed. McMurtry C.J.O. found that while
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payment of money would normally be a benefit, it was not in this case. He claimed to be applying
the "straightforward economic approach" as recommended in Peter, supra, but accepted the
respondent's argument that because of the rate structure of the OEB, the respondent had not actually
been enriched. Because LPPs were part of a scheme designed to recover the respondent's overall
revenue, any increase in LPPs was off-set by a corresponding decrease in regular rates. Thus
McMurtry C.J.O. concluded, "[t]he enrichment that follows from the receipt of LPPs is passed on to
all [Consumers' Gas] customers in the form of lower gas delivery rates" (para. 65). As a result, the
real beneficiary of the scheme is not the respondent but is rather all of the respondent's customers.
34 In his dissent, Borins J.A. disagreed with this analysis. He would have held that where there is
payment of money, there is little controversy over whether or not a benefit was received and since a
payment of money was received in this case, a benefit was conferred on the respondent.
35 The respondent submits that it is not enough that the plaintiff has made a payment; rather, it
must also be shown that the defendant is "in possession of a benefit". It argues that McMurtry
C.J.O. had correctly held that the benefit had effectively been passed on to the respondent's
customers, so the respondent could not be said to have retained the benefit. The appellant, on the
other hand, maintains that the "straightforward economic approach" from Peter, supra, should be
applied and any other moral or policy considerations should be considered at the juristic reason
stage of the analysis.
36 I agree with the analysis of Borins J.A. on this point. The law on this question is relatively
clear. Where money is transferred from plaintiff to defendant, there is an enrichment. Transfer of
money so clearly confers a benefit that it is the main example used in the case law and by
commentators of a transaction that meets the threshold for a benefit (see Peel, supra, at p. 790;
Sharwood & Co. v. Municipal Financial Corp. (2001), 53 O.R. (3d) 470 (C.A.), at p. 478; P. D.
Maddaugh and J. D. McCamus, The Law of Restitution (1990), at p. 38; Lord Goff and G. Jones,
The Law of Restitution (6th ed. 2002), at p. 18). There simply is no doubt that Consumers' Gas
received the monies represented by the LPPs and had that money available for use in the carrying
on of its business. The availability of those funds constitutes a benefit to Consumers' Gas. We are
not, at this stage, concerned with what happened to this benefit in the ongoing operation of the
regulatory scheme.
37 While the respondent rightly points out that the language of "received and retained" has been
used with respect to the benefit requirement (see, for example, Peel, supra, at p. 788), it does not
make sense that it is a requirement that the benefit be retained permanently. The case law does, in
fact, recognize that it might be unfair to award restitution in cases where the benefit was not
retained, but it does so after the three steps for a claim in unjust enrichment have been made out by
recognizing a "change of position" defence (see, for example, Rural Municipality of Storthoaks v.
Mobil Oil Canada, Ltd., [1976] 2 S.C.R. 147; RBC Dominion Securities Inc. v. Dawson (1994), 111
D.L.R. (4th) 230 (Nfld. C.A.)). Professor J. S. Ziegel, in his comment on the Ontario Court of
Appeal decision in this case, "Criminal Usury, Class Actions and Unjust Enrichment in Canada"
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(2002), 18 J. Cont. L. 121, at p. 126, suggests that McMurtry C.J.O.'s reliance on the regulatory
framework of the LPP in finding that a benefit was not conferred "was really a change of position
defence". I agree with this assessment. Whether recovery should be barred because the benefit was
passed on to the respondent's other customers ought to be considered under the change of position
defence.
(b)
(i)

Absence of Juristic Reason
General Principles

38 In his original formulation of the test for unjust enrichment in Rathwell v. Rathwell, [1978] 2
S.C.R. 436, at p. 455 (adopted in Pettkus, supra, at p. 844), Dickson J. (as he then was) held in his
minority reasons that for an action in unjust enrichment to succeed:
... the facts must display an enrichment, a corresponding deprivation, and the
absence of any juristic reason -- such as a contract or disposition of law -- for the
enrichment.
39 Later formulations of the test by this Court have broadened the types of factors that can be
considered in the context of the juristic reason analysis. In Peter, supra, at p. 990, McLachlin J. held
that:
It is at this stage that the court must consider whether the enrichment and
detriment, morally neutral in themselves, are "unjust".
... The test is flexible, and the factors to be considered may vary with the
situation before the court.
40 The "juristic reason" aspect of the test for unjust enrichment has been the subject of much
academic commentary and criticism. Much of the discussion arises out of the difference between
the ways in which the cause of action of unjust enrichment is conceptualized in Canada and in
England. While both Canadian and English causes of action require an enrichment of the defendant
and a corresponding deprivation of the plaintiff, the Canadian cause of action requires that there be
"an absence of juristic reason for the enrichment", while English courts require "that the enrichment
be unjust" (see discussion in L. Smith, "The Mystery of 'Juristic Reason'" (2000), 12 S.C.L.R. (2d)
211, at pp. 212-13). It is not of great use to speculate on why Dickson J. in Rathwell, supra,
expressed the third condition as absence of juristic reason but I believe that he may have wanted to
ensure that the test for unjust enrichment was not purely subjective in order to be responsive to
Martland J.'s criticism in his reasons that application of the doctrine of unjust enrichment
contemplated by Dickson J. would require "immeasurable judicial discretion" (p. 473). The
importance of avoiding a purely subjective standard was also stressed by McLachlin J. in her
reasons in Peel, supra, at p. 802, in which she wrote that the application of the test for unjust
enrichment should not be "case by case 'palm tree' justice".
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41 Perhaps as a result of these two formulations of this aspect of the test, Canadian courts and
commentators are divided in their approach to juristic reason. As Borins J.A. notes in his dissent (at
para. 105), while "some judges have taken the Pettkus formulation literally and have attempted to
decide cases by finding a 'juristic reason' for a defendant's enrichment, other judges have decided
cases by asking whether the plaintiff has a positive reason for demanding restitution". In his article,
"The Mystery of 'Juristic Reason'", supra, which was cited at length by Borins J.A., Professor Smith
suggests that it is not clear whether the requirement of "absence of juristic reason" should be
interpreted literally to require that plaintiffs show the absence of a reason for the defendant to keep
the enrichment or, as in the English model, the plaintiff must show a reason for reversing the
transfer of wealth. Other commentators have argued that in fact there is no difference beyond
semantics between the Canadian and English tests (see, for example, M. McInnes, "Unjust
Enrichment -- Restitution -- Absence of Juristic Reason: Campbell v. Campbell" (2000), 79 Can.
Bar Rev. 459).
42 Professor Smith argues that, if there is in fact a distinct Canadian approach to juristic reason, it
is problematic because it requires the plaintiff to prove a negative, namely the absence of a juristic
reason. Because it is nearly impossible to do this, he suggests that Canada would be better off
adopting the British model where the plaintiff must show a positive reason that it would be unjust
for the defendant to retain the enrichment. In my view, however, there is a distinctive Canadian
approach to juristic reason which should be retained but can be construed in a manner that is
responsive to Smith's criticism.
43 It should be recalled that the test for unjust enrichment is relatively new to Canadian
jurisprudence. It requires flexibility for courts to expand the categories of juristic reasons as
circumstances require and to deny recovery where to allow it would be inequitable. As McLachlin J.
wrote in Peel, supra, at p. 788, the Court's approach to unjust enrichment, while informed by
traditional categories of recovery, "is capable, however, of going beyond them, allowing the law to
develop in a flexible way as required to meet changing perceptions of justice". But at the same time
there must also be guidelines that offer trial judges and others some indication of what the
boundaries of the cause of action are. The goal is to avoid guidelines that are so general and
subjective that uniformity becomes unattainable.
44 The parties and commentators have pointed out that there is no specific authority that settles
this question. But recalling that this is an equitable remedy that will necessarily involve discretion
and questions of fairness, I believe that some redefinition and reformulation is required.
Consequently, in my view, the proper approach to the juristic reason analysis is in two parts. First,
the plaintiff must show that no juristic reason from an established category exists to deny recovery.
By closing the list of categories that the plaintiff must canvass in order to show an absence of
juristic reason, Smith's objection to the Canadian formulation of the test that it required proof of a
negative is answered. The established categories that can constitute juristic reasons include a
contract (Pettkus, supra), a disposition of law (Pettkus, supra), a donative intent (Peter, supra), and
other valid common law, equitable or statutory obligations (Peter, supra). If there is no juristic
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reason from an established category, then the plaintiff has made out a prima facie case under the
juristic reason component of the analysis.
45 The prima facie case is rebuttable, however, where the defendant can show that there is
another reason to deny recovery. As a result, there is a de facto burden of proof placed on the
defendant to show the reason why the enrichment should be retained. This stage of the analysis thus
provides for a category of residual defence in which courts can look to all of the circumstances of
the transaction in order to determine whether there is another reason to deny recovery.
46 As part of the defendant's attempt to rebut, courts should have regard to two factors: the
reasonable expectations of the parties, and public policy considerations. It may be that when these
factors are considered, the court will find that a new category of juristic reason is established. In
other cases, a consideration of these factors will suggest that there was a juristic reason in the
particular circumstances of a case which does not give rise to a new category of juristic reason that
should be applied in other factual circumstances. In a third group of cases, a consideration of these
factors will yield a determination that there was no juristic reason for the enrichment. In the latter
cases, recovery should be allowed. The point here is that this area is an evolving one and that
further cases will add additional refinements and developments.
47 In my view, this approach to the juristic reason analysis is consistent with the general
approach to unjust enrichment endorsed by McLachlin J. in Peel, supra, where she stated that courts
must effect a balance between the traditional "category" approach according to which a claim for
restitution will succeed only if it falls within an established head of recovery, and the modern
"principled" approach according to which relief is determined with reference to broad principles. It
is also, as discussed by Professor Smith, supra, generally consistent with the approach to unjust
enrichment found in the civil law of Quebec (see, for example, arts. 1493 and 1494 of the Civil
Code of Quebec, S.Q. 1991, c. 64).
(ii)

Application

48 In this case, the only possible juristic reason from an established category that could be used
to justify the enrichment is the existence of the OEB orders creating the LPPs under the "disposition
of law" category. The OEB orders, however, do not constitute a juristic reason for the enrichment
because they are rendered inoperative to the extent of their conflict with s. 347 of the Criminal
Code. The plaintiff has thus made out a prima facie case for unjust enrichment.
49 Disposition of law is well established as a category of juristic reason. In Rathwell, supra,
Dickson J. gave as examples of juristic reasons "a contract or disposition of law" (p. 455). In
Reference re Goods and Services Tax, [1992] 2 S.C.R. 445 ("GST Reference"), Lamer C.J. held that
a valid statute is a juristic reason barring recovery in unjust enrichment. This was affirmed in Peter,
supra, at p. 1018. Most recently, in Mack v. Canada (Attorney General) (2002), 60 O.R. (3d) 737,
the Ontario Court of Appeal held that the legislation which created the Chinese head tax provided a
juristic reason which prevented recovery of the head tax in unjust enrichment. In the leading
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Canadian text, The Law of Restitution, supra, McCamus and Maddaugh discuss the phrase
"disposition of law" from Rathwell, supra, stating, at p. 46:
... it is perhaps self-evident that an unjust enrichment will not be established in
any case where enrichment of the defendant at the plaintiff's expense is required
by law.
It seems clear, then, that valid legislation can provide a juristic reason which bars recovery in
restitution.
50 Consumers' Gas submits that the LPPs were authorized by the Board's rate orders which
qualify as a disposition of law. It seems to me that this submission is predicated on the validity and
operability of this scheme. The scheme has been challenged by the appellant on the basis that it
conflicts with s. 347 of the Criminal Code and, as a result of the doctrine of paramountcy, is
consequently inoperative. In the GST Reference, supra, Lamer C.J. held that legislation provides a
juristic reason "unless the statute itself is ultra vires" (p. 477). Given that legislation that would
have been ultra vires the province cannot provide a juristic reason, the same principle should apply
if the provincial legislation is inoperative by virtue of the paramountcy doctrine. This position is
contemplated by Borins J.A. in his dissent when he wrote, at para. 149:
In my view, it would be wrong to say that the rate orders do not provide
[Consumers' Gas] with a defence under s. 18 of the OEBA because they have
been rendered inoperative by the doctrine of federal paramountcy, and then to
breathe life into them for the purpose of finding that they constitute a juristic
reason for [Consumers' Gas's] enrichment.
51 As a result, the question of whether the statutory framework can serve as a juristic reason
depends on whether the provision is held to be inoperative. If the OEB orders are constitutionally
valid and operative, they provide a juristic reason which bars recovery. Conversely, if the scheme is
inoperative by virtue of a conflict with s. 347 of the Criminal Code, then a juristic reason is not
present. In my view, the OEB rate orders are constitutionally inoperative to the extent of their
conflict with s. 347 of the Criminal Code.
52 The OEB rate orders require the receipt of LPPs at what is often a criminal rate of interest.
Such receipt is prohibited by s. 347 of the Criminal Code. Both the OEB rate orders and s. 347 of
the Criminal Code are intra vires the level of government that enacted them. The rate orders are
intra vires the province by virtue of s. 92(13) (property and civil rights) of the Constitution Act,
1867. Section 347 of the Criminal Code is intra vires the federal government by virtue of s. 91(19)
(interest) and s. 91(27) (criminal law power).
53 It should be noted that the Board orders at issue did not require Consumers' Gas to collect the
LPPs within a period of 38 days. One could then make the argument that this was not an express
operational conflict. But to my mind this is somewhat artificial. I say this because at bottom it is a
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necessary implication of the OEB orders to require payment within this period. In that respect it
should be treated as an express order for purposes of the paramountcy analysis. Consequently, there
is an express operational conflict between the rate orders and s. 347 of the Criminal Code in that it
is impossible for Consumers' Gas to comply with both provisions. Where there is an actual
operational conflict, it is well settled that the provincial law is inoperative to the extent of the
conflict (Multiple Access Ltd. v. McCutcheon, [1982] 2 S.C.R. 161, at p. 191; M & D Farm Ltd. v.
Manitoba Agricultural Credit Corp., [1999] 2 S.C.R. 961). As a result, the Board orders are
constitutionally inoperative. Because the Board orders are constitutionally inoperative, they do not
provide a juristic reason. It therefore falls to Consumers' Gas to show that there was a juristic reason
for the enrichment outside the established categories in order to rebut the prima facie case made out
by the appellant.
54 The second stage of juristic reason analysis requires a consideration of reasonable
expectations of the parties and public policy considerations.
55 When the reasonable expectations of the parties are considered, Consumers' Gas's submissions
are at first blush compelling. Consumers' Gas submits, on the one hand, that late payers cannot have
reasonably expected that there would be no penalty for failing to pay their bills on time and, on the
other hand, that Consumers' Gas could reasonably have expected that the OEB would not authorize
an LPP scheme that violated the Criminal Code. Because Consumers' Gas is operating in a
regulated environment, its reliance on OEB orders should be given some weight. An inability to rely
on such orders would make it very difficult, if not impossible, to operate in this environment. At
this point, it should be pointed out that the reasonable expectation of the parties regarding LPPs is
achieved by restricting the LPPs to the limit prescribed by s. 347 of the Criminal Code and also
would be consistent with this Court's decision in Transport North American Express Inc. v. New
Solutions Financial Corp., [2004] 1 S.C.R. 249, 2004 SCC 7.
56 Consumers' Gas's reliance on the orders would not provide a defence if it was charged under s.
347 of the Criminal Code because the orders are inoperative to the extent of their conflict with s.
347. However, its reliance on the orders is relevant in the context of determining the reasonable
expectations of the parties in this second stage of the juristic reason analysis.
57 Finally, the overriding public policy consideration in this case is the fact that the LPPs were
collected in contravention of the Criminal Code. As a matter of public policy, a criminal should not
be permitted to keep the proceeds of his crime (Oldfield v. Transamerica Life Insurance Co. of
Canada, [2002] 1 S.C.R. 742, 2002 SCC 22, at para. 11; New Solutions, supra). Borins J.A.
focussed on this public policy consideration in his dissent. He held that, in light of this Court's
decision in Garland No. 1, allowing Consumers' Gas to retain the LPPs collected in violation of s.
347 would let Consumers' Gas profit from a crime and benefit from its own wrongdoing.
58 In weighing these considerations, from 1981-1994, Consumers' Gas's reliance on the
inoperative OEB orders provides a juristic reason for the enrichment. As the parties have argued,
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there are three possible dates from which to measure the unjust enrichment: 1981, when s. 347 of
the Criminal Code was enacted, 1994, when this action was commenced, and 1998, when this Court
held in Garland No. 1 that the LPPs were limited by s. 347 of the Criminal Code. For the period
between 1981 and 1994, when the current action was commenced, there is no suggestion that
Consumers' Gas was aware that the LPPs violated s. 347 of the Criminal Code. This mitigates in
favour of Consumers' Gas during this period. The reliance of Consumers' Gas on the OEB orders, in
the absence of actual or constructive notice that the orders were inoperative, is sufficient to provide
a juristic reason for Consumers' Gas's enrichment during this first period.
59 However, in 1994, when this action was commenced, Consumers' Gas was put on notice of
the serious possibility that it was violating the Criminal Code in charging the LPPs. This possibility
became a reality when this Court held that the LPPs were in excess of the s. 347 limit. Consumers'
Gas could have requested that the OEB alter its rate structure until the matter was adjudicated in
order to ensure that it was not in violation of the Criminal Code or asked for contingency
arrangements to be made. Its decision not to do this, as counsel for the appellant pointed out in oral
submissions, was a "gamble". After the action was commenced and Consumers' Gas was put on
notice that there was a serious possibility the LPPs violated the Criminal Code, it was no longer
reasonable for Consumers' Gas to rely on the OEB rate orders to authorize the LPPs.
60 Moreover, once this Court held that LPPs were offside, for purposes of unjust enrichment, it is
logical and fair to choose the date on which the action for redress commenced. Awarding restitution
from 1981 would be unfair to the respondent since it was entitled to reasonably rely on the OEB
orders until the commencement of this action in 1994. Awarding restitution from 1998 would be
unfair to the appellant. This is because it would permit the respondent to retain LPPs collected in
violation of s. 347 after 1994 when it was no longer reasonable for the respondent to have relied on
the OEB orders and the respondent should be presumed to have known the LPPs violated the
Criminal Code. Further, awarding restitution from 1998 would deviate from the general rule that
monetary remedies like damages and interest are awarded as of the date of occurrence of the breach
or as of the date of action rather than the date of judgment.
61 Awarding restitution from 1994 appropriately balances the respondent's reliance on the OEB
orders from 1981-1994 with the appellant's expectation of recovery of monies that were charged in
violation of the Criminal Code once the serious possibility that the OEB orders were inoperative
had been raised. As a result, as of the date this action was commenced in 1994, it was no longer
reasonable for Consumers' Gas to rely on the OEB orders to insulate them from liability in a civil
action of this type for collecting LPPs in contravention of the Criminal Code. Thus, after the action
was commenced in 1994, there was no longer a juristic reason for the enrichment of the respondent,
so the appellant is entitled to restitution of the portion of monies paid to satisfy LPPs that exceeded
an interest rate of 60 percent, as defined in s. 347 of the Criminal Code.
B.

Defences
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62 Having held that the appellant's claim for unjust enrichment is made out for LPPs paid after
1994, it remains to be determined whether the respondent can avail itself of any defences raised. It
is only necessary to consider the defences for the period after 1994, when the elements of unjust
enrichment are made out, and thus I will not consider whether the defences would have applied if
there had been unjust enrichment before 1994. I will address each defence in turn.
(a)

Change of Position Defence

63 Even where the elements of unjust enrichment are made out, the remedy of restitution will be
denied where an innocent defendant demonstrates that it has materially changed its position as a
result of an enrichment such that it would be inequitable to require the benefit to be returned
(Storthoaks, supra). In this case, the respondent says that any "benefit" it received from the
unlawful charges was passed on to other customers in the form of lower gas delivery rates. Having
"passed on" the benefit, it says, it should not be required to disgorge the amount of the benefit (a
second time) to overcharged customers such as the appellant. The issue here, however, is not the
ultimate destination within the regulatory system of an amount of money equivalent to the unlawful
overcharges, nor is this case concerned with the net impact of these overcharges on the respondent's
financial position. The issue is whether, as between the overcharging respondent and the
overcharged appellant, the passing of the benefit on to other customers excuses the respondent of
having overcharged the appellant.
64 The appellant submits that the defence of change of position is not available to a defendant
who is a wrongdoer and that, since the respondent in this case was enriched by its own criminal
misconduct, it should not be permitted to avail itself of the defence. I agree. The rationale for the
change of position defence appears to flow from considerations of equity. G. H. L. Fridman writes
that "[o]ne situation which would appear to render it inequitable for the defendant to be required to
disgorge a benefit received from the plaintiff in the absence of any wrongdoing on the part of the
defendant would be if he has changed his position for the worse as a result of the receipt of the
money in question" (Restitution (2nd ed. 1992), at p. 458). In the leading British case on the
defence, Lipkin Gorman v. Karpnale Ltd., [1992] 4 All E.R. 512 (H.L.), Lord Goff stated (at p.
533):
[I]t is right that we should ask ourselves: why do we feel that it would be unjust
to allow restitution in cases such as these [where the defendant has changed his
or her position]? The answer must be that, where an innocent defendant's
position is so changed that he will suffer an injustice if called upon to repay or to
repay in full, the injustice of requiring him so to repay outweighs the injustice of
denying the plaintiff restitution.
65 If the change of position defence is intended to prevent injustice from occurring, the whole of
the plaintiff's and defendant's conduct during the course of the transaction should be open to
scrutiny in order to determine which party has a better claim. Where a defendant has obtained the
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enrichment through some wrongdoing of his own, he cannot then assert that it would be unjust to
return the enrichment to the plaintiff. In this case, the respondent cannot avail itself of this defence
because the LPPs were obtained in contravention of the Criminal Code and, as a result, it cannot be
unjust for the respondent to have to return them.
66 Thus, the change of position defence does not help the respondent in this case. Even assuming
that the respondent would have met the other requirements set out in Storthoaks, supra, the
respondent cannot avail itself of the defence because it is not an "innocent" defendant given that the
benefit was received as a result of a Criminal Code violation. It is not necessary, as a result, to
discuss change of position in a comprehensive manner and I leave a fuller development of the other
elements of this defence to future cases.
(b)

Section 18/25 of the Ontario Energy Board Act

67 The respondent raises a statutory defence found formerly in s. 18 and presently in s. 25 of the
1998 OEBA. The former and the present sections are identical, and read:
An order of the Board is a good and sufficient defence to any proceeding
brought or taken against any person in so far as the act or omission that is the
subject of the proceeding is in accordance with the order.
I agree with McMurtry C.J.O. that this defence should be read down so as to exclude protection
from civil liability damage arising out of Criminal Code violations. As a result, the defence does not
apply in this case and we do not have to consider the constitutionality of the section.
68 McMurtry C.J.O. was correct in his holding that legislative provisions purporting to restrict a
citizen's rights of action should attract strict construction (Berardinelli, supra). In this case, I again
agree with McMurtry C.J.O. that the legislature could not reasonably be believed to have
contemplated that an OEB order could mandate criminal conduct, despite the broad wording of the
section. Section 18/25, thus, cannot provide a defence to an action for restitution arising from an
OEB order authorizing criminal conduct. As a consequence, like McMurtry C.J.O., I find the
argument on s. 18/25 to be unpersuasive.
69 Because I find that it could not have been the intention of the legislature to bar civil claims
stemming from acts that offend the Criminal Code, on a strict construction, s. 18/25 cannot protect
Consumers' Gas from these types of claims. If the provincial legislature had wanted to eliminate the
possibility of such actions, it should have done so explicitly in the provision. In the absence of such
explicit provision, s. 18/25 must be read so as to exclude from its protection civil actions arising
from violations of the Criminal Code and thus does not provide a defence for the respondent in this
case.
(c)

Exclusive Jurisdiction and Collateral Attack

Page 23

70 McMurtry C.J.O. was also correct in his holding that the OEB does not have exclusive
jurisdiction over this dispute. While the dispute does involve rate orders, at its heart it is a private
law matter under the competence of civil courts and consequently the Board does not have
jurisdiction to order the remedy sought by the appellant.
71 In addition, McMurtry C.J.O. is correct in holding that this action does not constitute an
impermissible collateral attack on the OEB's order. The doctrine of collateral attack prevents a party
from undermining previous orders issued by a court or administrative tribunal (see Toronto (City) v.
C.U.P.E., Local 79, [2003] 3 S.C.R. 77, 2003 SCC 63; D. J. Lange, The Doctrine of Res Judicata in
Canada (2000), at pp. 369-70 ). Generally, it is invoked where the party is attempting to challenge
the validity of a binding order in the wrong forum, in the sense that the validity of the order comes
into question in separate proceedings when that party has not used the direct attack procedures that
were open to it (i.e., appeal or judicial review). In Wilson v. The Queen, [1983] 2 S.C.R. 594, at p.
599, this Court described the rule against collateral attack as follows:
It has long been a fundamental rule that a court order, made by a court having
jurisdiction to make it, stands and is binding and conclusive unless it is set aside
on appeal or lawfully quashed. It is also well settled in the authorities that such
an order may not be attacked collaterally -- and a collateral attack may be
described as an attack made in proceedings other than those whose specific
object is the reversal, variation, or nullification of the order or judgment.
Based on a plain reading of this rule, the doctrine of collateral attack does not apply in this case
because here the specific object of the appellant's action is not to invalidate or render inoperative the
Board's orders, but rather to recover money that was illegally collected by the respondent as a result
of Board orders. Consequently, the collateral attack doctrine does not apply.
72 Moreover, the appellant's case lacks other hallmarks of collateral attack. As McMurtry C.J.O.
points out at para. 30 of his reasons, the collateral attack cases all involve a party, bound by an
order, seeking to avoid the effect of that order by challenging its validity in the wrong forum. In this
case, the appellant is not bound by the Board's orders, therefore the rationale behind the rule is not
invoked. The fundamental policy behind the rule against collateral attack is to "maintain the rule of
law and to preserve the repute of the administration of justice" (R. v. Litchfield, [1993] 4 S.C.R.
333, at p. 349). The idea is that if a party could avoid the consequences of an order issued against it
by going to another forum, this would undermine the integrity of the justice system. Consequently,
the doctrine is intended to prevent a party from circumventing the effect of a decision rendered
against it.
73 In this case, the appellant is not the object of the orders and thus there can be no concern that
he is seeking to avoid the orders by bringing this action. As a result, a threat to the integrity of the
system does not exist because the appellant is not legally bound to follow the orders. Thus, this
action does not appear, in fact, to be a collateral attack on the Board's orders.
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(d)

The Regulated Industries Defence

74 The respondent submits that it can avail itself of the "regulated industries defence" to bar
recovery in restitution because an act authorized by a valid provincial regulatory scheme cannot be
contrary to the public interest or an offence against the state and, as a result, the collection of LPPs
pursuant to orders issued by the OEB cannot be considered to be contrary to the public interest and
thus cannot be contrary to s. 347 of the Criminal Code.
75 Winkler J. held that the underlying purpose of the defence, regulation of monopolistic
industries in order to ensure "just and reasonable" rates for consumers, would be served in the
circumstances and as a result the defence would normally apply. However, because of the statutory
language of s. 347, Winkler J. determined that the defence was not permitted in this case. He wrote,
at para. 34, "[t]he defendant can point to no case which allows the defence unless the federal statute
in question uses the word 'unduly' or the phrase 'in the public interest'". Absent such recognition in
the statute of "public interest", he held, no leeway for provincial exceptions exist.
76 I agree with the approach of Winkler J. The principle underlying the application of the defence
is delineated in Attorney General of Canada v. Law Society of British Columbia, [1982] 2 S.C.R.
307, at p. 356:
When a federal statute can be properly interpreted so as not to interfere with a
provincial statute, such an interpretation is to be applied in preference to another
applicable construction which would bring about a conflict between the two
statutes.
Estey J. reached this conclusion after canvassing the cases in which the regulated industries defence
had been applied. Those cases all involved conflict between federal competition law and a
provincial regulatory scheme, but the application of the defence in those cases had to do with the
particular wording of the statutes in question. While I cannot see a principled reason why the
defence should not be broadened to apply to cases outside the area of competition law, its
application should flow from the above enunciated principle.
77 Winkler J. was correct in concluding that, in order for the regulated industries defence to be
available to the respondent, Parliament needed to have indicated, either expressly or by necessary
implication, that s. 347 of the Criminal Code granted leeway to those acting pursuant to a valid
provincial regulatory scheme. If there were any such indication, I would say that it should be
interpreted, in keeping with the above principle, not to interfere with the provincial regulatory
scheme. But s. 347 does not contain the required indication for exempting a provincial scheme.
78 This view is further supported by this Court's decision in R. v. Jorgensen, [1995] 4 S.C.R. 55.
In that case, the accused was charged with "'knowingly' selling obscene material 'without lawful
justification or excuse'" (para. 44). The accused argued that the Ontario Film Review Board had
approved the videotapes, therefore it had a lawful justification or excuse. This Court considered
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whether approval by a provincial body could displace a criminal charge. Sopinka J., for the
majority, held that in order to exempt acts taken pursuant to a provincial regulatory body from the
reach of the criminal law, Parliament must unequivocally express this intention in the legislative
provision in issue ( at para. 118):
While Parliament has the authority to introduce dispensation or exemption
from criminal law in determining what is and what is not criminal, and may do so
by authorizing a provincial body or official acting under provincial legislation to
issue licences and the like, an intent to do so must be made plain.
79 The question of whether the regulated industries defence can apply to the respondent is
actually a question of whether s. 347 of the Criminal Code can support the notion that a valid
provincial regulatory scheme cannot be contrary to the public interest or an offence against the
state. In the previous cases involving the regulated industries defence, the language of "the public
interest" and "unduly" limiting competition has always been present. The absence of such language
from s. 347 of the Criminal Code precludes the application of this defence in this case.
(e)

De Facto Doctrine

80 Consumers' Gas submits that because it was acting pursuant to a disposition of law that was
valid at the time -- the Board orders -- they should be exempt from liability by virtue of the de facto
doctrine. This argument cannot succeed. Consumers' Gas is not a government official acting under
colour of authority. While the respondent points to the Board orders as justification for its actions,
this does not bring the respondent into the purview of the de facto doctrine because the case law
does not support extending the doctrine's application beyond the acts of government officials. The
underlying purpose of the doctrine is to preserve law and order and the authority of the government.
These interests are not at stake in the instant litigation. As a result, Consumers' Gas cannot rely on
the de facto doctrine to resist the plaintiff's claim.
81 Furthermore, the de facto doctrine attaches to government and its officials in order to protect
and maintain the rule of law and the authority of government. An extension of the doctrine to a
private corporation that is simply regulated by a government authority is not supported by the case
law and in my view does not further the underlying purpose of the doctrine. In Reference re
Manitoba Language Rights, [1985] 1 S.C.R. 721, this Court held, at p. 756, that:
There is only one true condition precedent to the application of the
doctrine: the de facto officer must occupy his or her office under colour of
authority.
It cannot be said that Consumers' Gas was a de facto officer acting under colour of authority when it
charged LPPs to customers. Consumers' Gas is a private corporation acting in a regulatory context,
not an officer vested with some sort of authority. When charging LPPs, Consumers' Gas is engaging
in commerce, not issuing a permit or passing a by-law.
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82 In rejecting the application of the de facto doctrine here, I am cognizant of the passage in
Reference re Manitoba Language Rights, at p. 757, cited by the intervener Toronto Hydro and
which, at first glance, appears to imply that the de facto doctrine might apply to private
corporations:
... the de facto doctrine will save those rights, obligations and other effects which
have arisen out of actions performed pursuant to invalid Acts of the Manitoba
Legislature by public and private bodies corporate, courts, judges, persons
exercising statutory powers and public officials. [Emphasis added. ]
83 While this passage appears to indicate that "private bodies corporate" are protected by the
doctrine, it must be read in the context of the entire judgment. Earlier, at p. 755, the Court referred
to the writings of Judge A. Constantineau in The De Facto Doctrine (1910), at pp. 3-4. The
following excerpt from that passage is relevant:
The de facto doctrine is a rule or principle of law which ... recognizes the
existence of, and protects from collateral attack, public or private bodies
corporate, which, though irregularly or illegally organized, yet, under color of
law, openly exercise the powers and functions of regularly created bodies ... .
[Emphasis added.]
In this passage, I think it is clear that the Court's reference to "private bodies corporate" is limited to
issues affecting the creation of the corporation, for example where a corporation was incorporated
under an invalid statute. It does not suggest that the acts of the corporation are shielded from
liability by virtue of the de facto doctrine.
84

This view finds further support in the following passage from the judgment (at p. 755) :
That the foundation of the principle is the more fundamental principle of the rule
of law is clearly stated by Constantineau in the following passage (at pp. 5-6):
Again, the doctrine is necessary to maintain the supremacy of the law and
to preserve peace and order in the community at large, since any other rule
would lead to such uncertainty and confusion, as to break up the order and
quiet of all civil administration. Indeed, if any individual or body of
individuals were permitted, at his or their pleasure, to challenge the
authority of and refuse obedience to the government of the state and the
numerous functionaries through whom it exercises its various powers, or
refuse to recognize municipal bodies and their officers, on the ground of
irregular existence or defective titles, insubordination and disorder of the
worst kind would be encouraged, which might at any time culminate in
anarchy.
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The underlying purpose of the doctrine is to preserve law and order and the authority of the
government. These interests are not at stake in the instant litigation. In sum, I find no merit in
Consumers' Gas's argument that the de facto doctrine shields it from liability and as a result this
doctrine should not be a bar to the appellant's recovery.
C. Other Orders Requested
(a)

Preservation Order

85 The appellant, Garland, requests an "Amax-type" preservation order on the basis that the LPPs
continue to be collected at a criminal rate during the pendency of this action, and these payments
would never have been made but for the delays inherent in litigation (Amax Potash Ltd. v.
Government of Saskatchewan, [1977] 2 S.C.R. 576). In my view, however, a preservation order is
not appropriate in this case. Consumers' Gas has now ceased to collect the LPPs at a criminal rate.
As a result, if a preservation order were made, there would be no future LPPs to which it could
attach. Even with respect to the LPPs paid between 1994 and the present, to which such an order
could attach, a preservation order should not be granted for three further reasons: (1) such an order
would serve no practical purpose, (2) the appellant has not satisfied the criteria in the Ontario Rules
of Civil Procedure, R.R.O. 1990, Reg. 194, and (3) Amax can be distinguished from this case.
86 First, the appellant has not alleged that Consumers' Gas is an impecunious defendant or that
there is any other reason to believe that Consumers' Gas would not satisfy a judgment against it.
Even if there were some reason to believe that Consumers' Gas would not satisfy such a judgment,
an Amax-type order allows the defendant to spend the monies being held in the ordinary course of
business -- no actual fund would be created. So the only thing that a preservation order would
achieve would be to prevent Consumers' Gas from spending the money earned from the LPPs in a
non-ordinary manner (for example, such as moving it off-shore) which the appellant has not alleged
is likely to occur absent the order.
87 Second, the respondent submits that by seeking a preservation order the appellant is
attempting to avoid Rule 45.02 of the Ontario Rules of Civil Procedure, the only source of
jurisdiction in Ontario to make a preservation order. The Rules of Civil Procedure apply to class
proceedings and do not permit such an order in these circumstances. Rule 45.02 provides that,
"[w]here the right of a party to a specific fund is in question, the court may order the fund to be paid
into court or otherwise secured on such terms as are just" (emphasis added). The respondent submits
that the appellant is not in fact claiming a specific fund here. In the absence of submissions by the
appellant on this issue, I am of the view that the appellant has not satisfied the criteria set out in the
Ontario Rules of Civil Procedure and that this Court could refuse to grant the order requested on
this basis.
88 Finally, the appellant's use of Amax, supra, as authority for the type of order sought is without
merit. The appellant has cited the judgment very selectively. The portion of the judgment the
appellant cites in his written submissions reads in full (at p. 598) :
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Apart from the Rules this Court has the discretion to make an order as requested
by appellants directing the Province of Saskatchewan to hold, as stakeholder,
such sums as are paid by the appellants pursuant to the impugned legislation but
with the right to use such sums in the interim for Provincial purposes, and with
the obligation to repay them with interest in the event the legislation is ultimately
held to be ultra vires. Such an order, however, would be novel, in giving the
stakeholder the right to spend the moneys at stake, and I cannot see that it would
serve any practical purpose. [Emphasis added.]
The Court in Amax went on to refuse to make the order. So while the appellant is right that the
Court in Amax failed to reject the hypothetical possibility of making such an order in the future, it
seems to me that in this case, as in Amax, such an order would serve no practical purpose. For these
reasons, I find there is no basis for making a preservation order in this case.
(b)

Declaration That the LPPs Need Not Be Paid

89 The appellant also seeks a declaration that the LPPs need not be paid. Given that the
respondent asserts that the LPP is no longer charged at a criminal rate, issuing such a declaration
would serve no practical purpose and as a result such a declaration should not be made.
(c)

Costs

90 The appellant is entitled to his costs throughout. This should be understood to mean that,
regardless of the outcome of any future litigation, the appellant is entitled to his costs in the
proceedings leading up to and including Garland No. 1 and this appeal. In addition, in oral
submissions counsel for the Law Foundation of Ontario made the point that in order to reduce costs
in future class actions, "litigation by installments", as occurred in this case, should be avoided. I
agree. On this issue, I endorse the comments of McMurtry C.J.O., at para. 76 of his reasons:
In this context, I note that the protracted history of these proceedings cast some
doubt on the wisdom of hearing a case in instalments, as was done here. Before
employing an instalment approach, it should be considered whether there is
potential for such a procedure to result in multiple rounds of proceedings through
various levels of court. Such an eventuality is to be avoided where possible, as it
does little service to the parties or to the efficient administration of justice.
VI.

Disposition

91 For the foregoing reasons, I would allow the appeal with costs throughout, set aside the
judgment of the Ontario Court of Appeal, and substitute therefor an order that Consumers' Gas
repay LPPs collected from the appellant in excess of the interest limit stipulated in s. 347 after the
action was commenced in 1994 in an amount to be determined by the trial judge.
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6DWLVIDFWLRQ RI DFFRXQW E\ SD\PHQW RI OHVVHU VXP ² 1R H[SUHVV DFFHSWDQFH RI SDUW SHUIRUPDQFH ²
0HUFDQWLOH/DZ$PHQGPHQW$FW562FV
'HIHQGDQW GHEWRU VHQW SODLQWLII D FKHTXH IRU  HQGRUVHG ³ KDV EHHQ DFFHSWHG E\ >SODLQWLII@ DV
SD\PHQWLQIXOO´3ODLQWLIIFURVVHGRXWWKHZRUGV³LQIXOO´LQVHUWHG³RQDFFRXQWEDODQFH´DQG
FDVKHG WKH FKHTXH ,Q DQ DFWLRQ IRU WKH EDODQFH GHIHQGDQW UHOLHG RQ V  RI WKH $FW ZKLFK SURYLGHG
³SDUWSHUIRUPDQFHRIDQREOLJDWLRQHLWKHUEHIRUHRUDIWHUDEUHDFKWKHUHRIZKHQH[SUHVVO\DFFHSWHGE\WKH
FUHGLWRULQVDWLVIDFWLRQRUUHQGHUHGLQSXUVXDQFHRIDQDJUHHPHQWIRUWKDWSXUSRVHWKRXJKZLWKRXWDQ\
QHZ FRQVLGHUDWLRQ VKDOO EH KHOG WR H[WLQJXLVK WKH REOLJDWLRQ´ +HOG WKH DFWLRQ VKRXOG EH DOORZHG
'HIHQGDQW KDG QRW SURYHG DQ H[SUHVV DFFHSWDQFH RI SDUW SHUIRUPDQFH E\ SODLQWLII :KLOH D FUHGLWRU¶V
VLOHQFHFRXOGEHVRPHHYLGHQFHRIDQH[SUHVVDFFHSWDQFHLWZDVQRWDIDFWRUZKLFKVLQJO\JRYHUQHGWKH
ULJKWVRIWKHSDUWLHV,QDQ\HYHQWWKHUHZDVHYLGHQFHWKDWSODLQWLIIKDGVHQWGHIHQGDQWDUHYLVHGELOOLQJ
DQG WKH DOWHUDWLRQ RI WKH HQGRUVHPHQW ZRXOG KDYH EHHQ QRWLFHG ZKHQ WKH FKHTXH ZDV UHWXUQHG WR
GHIHQGDQW


 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG





&KDPSODLQ5HDG\0L[HG&RQFUHWHY%HDXSUH&DUVZHOO2QW
&DUVZHOO2QW>@25'/5 G 


Jessup, J.A. RUDOO\ 

 7KLVLVDQDSSHDOIURPDMXGJPHQWUHQGHUHGLQWKH6L[WK'LYLVLRQ&RXUWRIWKH&RXQW\RI6LPFRH
GLVPLVVLQJWKHSODLQWLII¶VDFWLRQZLWKFRVWV

 7KHIDFWVFDQEHVWDWHGTXLWHEULHIO\7KHGHIHQGDQWZDVLQGHEWHGWRWKHSODLQWLIILQWKHDPRXQWRI
IRUFRQFUHWHVXSSOLHGE\WKHSODLQWLIIWRWKHGHIHQGDQW,Q)HEUXDU\RIWKHGHIHQGDQWZURWH
WR WKH SODLQWLII DGYLVLQJ WKDW KH ZDV LQ ILQDQFLDO GLIILFXOWLHV DQG VWDWLQJ WKDW KH SURSRVHG D VHWWOHPHQW
ZLWK KLV FUHGLWRUV RQ WKH EDVLV RI  FHQWV RQ WKH GROODU 6XEVHTXHQWO\ WKHUH ZDV D GLVFXVVLRQ E\
WHOHSKRQHZLWKDUHSUHVHQWDWLYHRIWKHSODLQWLIILQZKLFKWKHUHSUHVHQWDWLYHRIWKHSODLQWLIIVDLGKHZRXOG
ORRNLQWRWKHVLWXDWLRQZLWKRWKHUFUHGLWRUVRIWKHGHIHQGDQW+DYLQJGRQHVRWKHUHSUHVHQWDWLYHRIWKH
SODLQWLIIKDGDQRWKHUWHOHSKRQHGLVFXVVLRQZLWKWKHGHIHQGDQWLQZKLFKKHDGYLVHGWKHGHIHQGDQWWKDWWKH
SURSRVDOZDVQRWDFFHSWDEOH

 6KRUWO\DIWHUZDUGVWKHGHIHQGDQWVHQWWRWKHSODLQWLIIDFKHTXHIRURQWKHUHYHUVHRIZKLFKKH
KDGW\SHGWKHIROORZLQJHQGRUVHPHQW³KDVEHHQDFFHSWHGE\0U&ROGZHOODVSD\PHQWLQIXOO´
:KHQWKHFKHTXHZDVUHFHLYHGE\WKHSODLQWLII0U&ROGZHOOIRUWKHSODLQWLII³[¶G´RXWE\W\SHZULWHUWKH
ZRUGV ³LQ IXOO´ DQG DGGHG WR WKH HQGRUVHPHQW PDGH E\ WKH GHIHQGDQW WKH ZRUGV ³RQ DFFRXQW EDODQFH
´

 7KHUHZDVHYLGHQFHJLYHQRQEHKDOIRIWKHSODLQWLIIWKDWVXEVHTXHQWO\VRPHWZRZHHNVODWHUDELOO
ZDVVHQWWRWKHGHIHQGDQWIRUWKHEDODQFHRZLQJRQWKHDFFRXQWRI7KHGHIHQGDQWVDLGWKDWKH
KHDUGQRWKLQJZLWKUHVSHFWWRWKHEDODQFHKHRZHGXQWLOKHUHFHLYHGWKH'LYLVLRQ&RXUWVXPPRQV7KH
SODLQWLII RI FRXUVH FDVKHG WKH FKHTXH DIWHU DOWHULQJ WKH HQGRUVHPHQW DV , KDYH PHQWLRQHG DQG WKH
DFWLRQ LQ WKH 'LYLVLRQ &RXUW ZDV IRU WKH VXP RI  UHSUHVHQWLQJ WKH EDODQFH RI  ZLWK DQ
DEDQGRQPHQWRIWKHZKLFKZDVLQH[FHVVRIMXULVGLFWLRQ

 ,Q WKHVH FLUFXPVWDQFHV WKH ULJKWV RI WKH SDUWLHV DUH JRYHUQHG E\ V  RI WKH Mercantile Law
Amendment Act562F>QRZ562F@ZKLFKSURYLGHV
 3DUW SHUIRUPDQFH RI DQ REOLJDWLRQ HLWKHU EHIRUH RU DIWHU D EUHDFK WKHUHRI ZKHQ H[SUHVVO\
DFFHSWHG E\ WKH FUHGLWRU LQ VDWLVIDFWLRQ RU UHQGHUHG LQ SXUVXDQFH RI DQ DJUHHPHQW IRU WKDW
SXUSRVHWKRXJKZLWKRXWDQ\QHZFRQVLGHUDWLRQVKDOOEHKHOGWRH[WLQJXLVKWKHREOLJDWLRQ

 ,WLVTXLWHFOHDURQWKHIDFWVWKDWWKHFKHTXHIRUZDVQRWUHQGHUHGLQSXUVXDQFHWRDQDJUHHPHQW
IRU SDUW SHUIRUPDQFH ZLWKLQ WKH PHDQLQJ RI V  DQG WKH RQO\ TXHVWLRQ WKHUHIRUH LV ZKHWKHU RQ WKH
HYLGHQFH LW FDQ EH KHOG WKDW WKHUH ZDV DQ H[SUHVV DFFHSWDQFH E\ WKH SODLQWLII RI WKH FKHTXH LQ SDUWLDO
SD\PHQWWHQGHUHGE\WKHGHIHQGDQW

 ,QWKHFRXUVHRIKLVMXGJPHQWWKHOHDUQHGWULDO-XGJHVDLG
,QP\YLHZLIDSDUW\UHFHLYHVDFKHTXHPDUNHG³SD\PHQWLQIXOO´WKHFKHTXHPD\EHFDVKHGDQGD
FODLPPDGHIRUWKHEDODQFHRZLQJEXWLWLVLQFXPEHQWXSRQWKHFUHGLWRUWRIRUWKZLWKZULWHWKHGHEWRU
DQGDGYLVHKLPWKDWWKHFKHTXHLVQRWEHLQJDFFHSWHGDVSD\PHQWLQIXOO
 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG





&KDPSODLQ5HDG\0L[HG&RQFUHWHY%HDXSUH&DUVZHOO2QW
&DUVZHOO2QW>@25'/5 G 


:LWK WKH JUHDWHVW UHVSHFW IRU WKH OHDUQHG WULDO -XGJH , GR QRW ILQG VXSSRUW LQ WKH DXWKRULWLHV IRU WKDW
VWDWHPHQWRIODZ,WLVDTXHVWLRQRIIDFWLQHYHU\FDVHZKHWKHURUQRWWKHUHKDVEHHQH[SUHVVDFFHSWDQFH
RI SDUW SHUIRUPDQFH LQ VDWLVIDFWLRQ RI DQ REOLJDWLRQ DQG ZKLOH WKH VLOHQFH RI D FUHGLWRU PD\ EH VRPH
HYLGHQFHZKLFKLVWREHFRQVLGHUHGZLWKDOOWKHRWKHUHYLGHQFHLQGHFLGLQJZKHWKHURUQRWWKHUHKDVEHHQ
H[SUHVVDFFHSWDQFHLQP\YLHZLWLVQRWDIDFWRUZKLFKLVVLQJO\JRYHUQLQJWKHULJKWVRIWKHSDUWLHV

 ,QDQ\HYHQWLQWKLVFDVHWKHHYLGHQFHRIWKHSODLQWLIIZDVWKDWDUHYLVHGELOOLQJKDGEHHQVHQWRXWDW
WKHHQGRIWKHPRQWKDQGWKHHQGRUVHPHQWRQWKHFKHTXHKDYLQJEHHQDOWHUHGLWVDOWHUDWLRQZRXOGKDYH
QHFHVVDULO\FRPHWRWKHDWWHQWLRQRIWKHGHIHQGDQWZKHQWKHFKHTXHZDVUHWXUQHGWRKLPIURPKLVEDQN
$GHIHQGDQWSOHDGLQJVRIWKHMercantile Law Amendment ActKDVLQP\RSLQLRQDKHDY\RQXV+H
PXVWSURYHDQH[SUHVVDFFHSWDQFHRISDUWSHUIRUPDQFH,QP\YLHZRQWKHIDFWVRIWKLVFDVHWKDWRQXV
ZDVQRWPHW

 ,QWKHUHVXOW,WKLQNWKHDSSHDOPXVWEHDOORZHGDQGWKHMXGJPHQWEHORZVHWDVLGH,QLWVSODFHD
MXGJPHQW ZLOO JR IRU WKH SODLQWLII IRU  DQG FRVWV WR LQFOXGH D FRXQVHO IHH RI  7KH SODLQWLII LV
HQWLWOHGWRLWVFRVWVRIWKLVDSSHDO

 Appeal allowed; judgment for plaintiff

(QGRI'RFXPHQW

&RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJ
LQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG




 &RS\ULJKW7KRPVRQ5HXWHUV&DQDGD/LPLWHGRULWVOLFHQVRUV H[FOXGLQJLQGLYLGXDOFRXUWGRFXPHQWV $OOULJKWVUHVHUYHG
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