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Court applies American patent
law to Canadian business

By James Longwell

The U.S. Court of Appeal for
the Federal Circuit (CAFC) has
applied U.S. patent law to business
operations conducted in Canada.
The CAFC has declared that
leading wireless e-mail provider
Research in Motion (RIM),
makers of the famous Black-
Berry® devices, infringed upon
U.S. patents owned by holding
company NTP, Inc.

The finding was made even
though RIM located its equipment
and performed its activities in
Canada. The decision is particu-
larly surprising as patent laws have
historically been applied territori-
ally and not stretched across bor-
ders. The decision is so surprising
that recently the Canadian govern-
ment was persuaded to file an
amicus brief as a “friend of the
court”. In response to its effect on
Canadian business generally, the
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brief urged the CAFC to recon-
sider its decision.
Implications for
Canadian Business:

The case raises broader ques-
tions for Canadian businesses, in
particular, for e-commerce and

Federal Court rules on
co-pending applications

By Arnold Ceballos

In a decision that turns upside
down the conventional wisdom
about who prevails in a case
involving co-pending applications
for confusing trade-marks, the
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Federal Court has ruled that the
Registrar of Trade-Marks can no
longer refuse an application on the
basis that a later-filed application
claims an earlier date of first use.
The case, Effigi Inc. v. Attorney
General of Canada (2004) F.C.
1000, involved an application filed
in December 2000 by Effigi Inc. to
register the trade-mark MAISON
UNGAVA in association with bed

clothes, bath linen and table linen.
The application was based on pro-
posed use. Eight months after
Effigi’s application was filed, Tri-
corn Investments Canada Ltd.
filed an application to register the
mark UNGAVA in association
with household linen, bed clothes
and window coverings. Tricorn’s
application claimed use of the
trade-mark in Canada since 1981,
well prior to the date of Effigi’s
application.

The Registrar of Trade-Marks
rejected Effigi’s application on the
basis of Sections 37 and 16(3) of
the Trade-Marks Act. Section
37(1)(c) states that an application
is to be refused if the applicant is
not entitled to registration of the
mark because it is confusing with
another mark for which an appli-
cation is pending.

Section 16(3) states that an
applicant for a proposed use appli-
cation is entitled to registration if
the mark is not confusing with,
inter alia, a mark that has been
previously used in Canada. As a
result, the Registrar held that,
since Tricorn’s application claimed
use prior to the date of Effigi’s
application, the Effigi application

see EFFIGI p. 10

telecommunications companies
and those who rely on such tech-
nology. For example, to what
degree are Canadian companies
exposed to liability for infringing
upon e-commerce or business
method patents issued in the U.S.?

The pertinent provision of the
U.S. patent statute provides that ...
whoever without authority makes,
uses, offers to sell, or sells any
patented invention, within the
U.S., or imports into the U.S. any
patented invention during the term
of the patent therefore, infringes
the patent.”

The decision in the NTP case
appears to contradict the statute
and raise a test for infringement
based on a requirement that the
control and beneficial use of the
allegedly infringing system be
within the U.S. even if key compo-
nents of the system itself are situ-
ated outside the U.S.

If other countries follow the
American example in the NTP
case, Canadian and even American
companies could likewise find
themselves at risk. A company
that performs data processing,
telecommunication processing or
financial transactions for foreign
customers, could find itself liable
for patent infringement in its cus-
tomers’ countries. Amazon.com
could be infringing a patent in
China by serving a customer over
the Internet.

Business Method Patents —
Us.:

Patents for business methods
such as e-commerce services,
financial services, communica-
tions services and information
technology have increased
immensely in the U.S. It is esti-
mated that nearly 10,000 business
method-related patents have issued
in the U.S. Even more alarming is
the number of patent applications
filed by applicants seeking protec-
tion for business method-related
inventions: in excess of 19,000
patent applications have been pub-
lished since March 15, 2001 when
the U.S. patent office began pub-
lishing its applications, and addi-
tional unpublished applications

remain pending.

The backlog of applications
awaiting processing is staggering.
As these cases are assessed, the
number of issued patents will no
doubt increase enormously. These
patents may be used as non-tariff
barriers to the U.S. market to keep
Canadian competitors at bay.
Business Method Patents -
Canada:

The issuance of computer and
business method-related patents is
not limited to the U.S. The Cana-
dian Intellectual Property Office
also issues such patents. But U.S.
applicants for business method
patents lead the charge in Canada,
far outpacing Canadians or any
others by a ratio of nearly three to
one. There is a danger that oppor-
tunities to patent business methods
at home are being overlooked by
Canadian businesses because
Canadian businesses don’t realize
that patents aren’t just for tradi-
tional inventions anymore.

How should Canadian
Business Protect Itself?

One approach Canadian busi-
nesses can take to protect them-
selves is to implement a three-

see U.S PATENT LAW p. 13
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Case may help trade-mark owners enforce
exclusive distribution programs in Canada

By John Koch

Recently, Canadian courts have
been reluctant to assist trade-mark
owners in their attempts to enforce
authorized distribution networks.
Typically, a trade-mark owner
prefers to know and approve of the
retailers that sell goods bearing the
owner’s trade-mark. The trade-
mark owner can then terminate
retailers that do not meet the trade-
mark owner’s standards of quality
or customer service.

Canadian courts, however, have
held that trade-mark law is
designed primarily to protect con-
sumers from misrepresentations
about the origin of goods and ser-
vices, not necessarily to protect the
trade-mark owner’s brand equity.

Thus, if an unauthorized
retailer gets its hands on some
products that were legitimately
manufactured by or under license
from the trade-mark owner, Cana-
dian courts have largely refused to
enjoin the so-called gray marketer
from selling those goods.

In Kraft Canada Inc. v. Euro
Excellence Inc., the Federal Court
of Canada recently considered a
different approach based on copy-
right. Kraft Foods Schweiz AG
manufactures chocolate bars under
the TOBLERONE mark. A

related company makes COTE
D’OR brand chocolate. The two
products each have distinctive
packaging and the Kraft compa-
nies own Canadian trade-mark

from this business. It managed to
find an unnamed European source
of authentic TOBLERONE and
COTE D’OR products for impor-
tation into Canada. Euro Excel-
lence then put stickers

F

John Koch

registrations for the TOBLERONE
and COTE D’OR marks.

Until Kraft terminated the rela-
tionship in 2000, Euro Excellence
had been the exclusive Canadian
distributor of COTE D’OR prod-
ucts. Euro Excellence, however,
was not prepared to walk away
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on the packaging, so that
the ingredients lists
complied with Canadian
labelling laws, and sold
the chocolate bars in
Canada.

Perhaps recognizing
the difficulty in using
trade-mark law to pre-
vent Euro Excellence
from selling goods that
were legitimately manu-
factured by Kraft, Kraft
sought to enjoin Euro
Excellence from distrib-
uting copyrighted art-
work that was incorpo-
rated on the wrappers of
the products.

The Kraft companies
own Canadian copyright
registrations for a drawing of a
snow-covered mountain shown on
the TOBLERONE labels and for
drawings of an elephant, a red
shield, and the style of script used
to spell the words “Cote d’Or” on
the COTE D’OR labels. Paragraph
27(2)(e) of the Copyright Act pro-
vides that it is an infringement of
copyright to import into Canada a
copy of a work for the purpose of,
among other things, selling the
work.

Euro Excellence’s first defense
to Kraft’s claim was that the art-
work on the label was not pro-
tected by copyright. Applying the

recent decision of the Supreme
Court of Canada in Law Society of
Upper Canada v. CCH Canadian
Limited, the court held that the
mountain drawing and the ele-
phant drawing resulted from “an
exercise of skill and judgement
bringing into play use of one’s
knowledge, developed attitude or
practical ability and the exercise of
discernment or the ability to form
an opinion or evaluation by com-
paring different possible options,”
and therefore met the level of orig-
inality required for copyright pro-
tection. The shield and script ele-
ments of the COTE D’OR
packaging were not sufficiently
original to acquire copyright pro-
tection.

In what is likely to be the most
significant holding in the case, the
court rejected Euro Excellence’s
second argument, that copyright
law should not be used to restrict
trade in goods where the purchaser
is not buying the copyrighted work
for its own sake.

Euro Excellence argued that
people buying a chocolate bar do
so for the chocolate, and that the
wrapper was merely ancillary. The
court rejected that argument and
adopted the reasoning of the
Supreme Court of New South
Wales in the case of Bailey v. Boc-
caccio. That case had held that the
owner of copyright in the labels of
Bailey’s Irish Cream liqueur could
enjoin the importation into Aus-
tralia of bottles of the liqueur that
had not been intended for the Aus-
tralian market. Euro Excellence
was enjoined from selling any bars

bearing wrappers displaying the
copyright works.

In the course of its reasons, the
court wrote that “[t]here is nothing
to prevent Euro Excellence from
replacing the wrappers or other-
wise covering over the copyrighted
material.” After the injunction had
issued, Euro Excellence applied
labels to portions of the packaging,
in an attempt to obscure the copy-
right works. Kraft, apparently
believing that the court had
intended to impose an outright
prohibition on the importation of
goods bearing the copyright
works, moved to vary the terms of
the injunction. At that hearing, the
court confirmed that importation
was permitted, provided Euro
Excellence effectively obscured
the copyrighted material.

This case may provide some
trade-mark owners with a means
of enforcing exclusive distribution
programs in Canada that trade-
mark law has in many circum-
stances been unable to offer. To
prohibit sales, the owner will need
to show:

(1) that the text or artwork on
the packaging is sufficiently orig-
inal as to attract copyright protec-
tion;

(i1) that it is the owner of the
copyright; and

(iii) that the copyright has not
expired.

To prohibit importation alto-
gether, the owner will apparently
also have to show that the copy-
right work cannot be easily
obscured by the importer. Other-
wise, as in this case, the importer
may be able to sell goods where
the copyright works have been
hidden through over-labelling.

John Koch is a partner in the
Intellectual Property Group at
Blake, Cassels & Graydon LLP in
Toronto.

Court overturns
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should be refused.

On appeal by Effigi to the Fed-
eral Court, Justice Shore held that
Sections 16 and 37 should not be
considered together during exami-
nation of an application.
According to Justice Shore, Sec-
tion 16 applies only after examina-
tion of the application is com-
pleted and the mark is advertised
for opposition purposes. In other
words, considerations of entitle-
ment based on earlier use are to be
determined in a trade-mark oppo-
sition proceeding, when evidence
can be filed by the parties.

Practically speaking, Justice
Shore held that the Registrar is not
in a position to make a determina-
tion about whether a mark has
been used as claimed, since there
is no evidence before the Registrar

decision to refuse application

other than the bald claim by the
applicant in its application that the
mark is in use.

The Court overturned the Reg-
istrar’s decision to refuse the Effigi
application and returned the
matter to the Registrar for
approval and advertisement of the
application in the Trade-marks
Journal.

The Effigi decision was influ-
enced by obiter dicta in the 2000
Federal Court of Appeal decision
in Unitel International Inc. v.
Canada (Registrar of Trade-
marks), 9 C.PR. (4th) 127
(EC.A).

In that case, Justice Rothstein
seemed to imply that dates of first
use were not relevant when con-
sidering co-pending applications.
However, that decision was not
followed by the Trade-Marks
Office, which issued a practice

notice to that effect in March
2001.

The recent Effigi decision has
been appealed to the Federal Court
of Appeal. A check with the
Trade-marks Office indicated that
the office will not change its
existing policy until such time as
the appeal is decided. If this deci-
sion is upheld by the Federal Court
of Appeal, it appears that appli-
cants for later-filed applications
who have earlier use of a con-
fusing trade-mark will have to
wait and oppose the confusing
mark after it is advertised, rather
than count on the Trade-Marks
Office to reject it during examina-
tion.

Arnold Ceballos practises liti-
gation and intellectual property
law with Ceballos Law Office,
Toronto.





