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PART I – OVERVIEW AND STATEMENT OF FACTS 

Overview  

1. In Monsanto Canada Inc. v. Schmeiser (2004), this Court affirmed the settled principle that 

the accounting remedy for patent infringement is restorative, not punitive. According to this 

principle, a patent holder who elects an accounting should receive only the portion of the 

infringer’s profit that is “causally attributable to the invention.” An accounting should deprive the 

infringer of the fruits of the infringement, but no more. It should not make it worse off than if it 

had not infringed.   

2. In this case, the Federal Court of Appeal upheld a trial decision that deprived Nova of its 

right to retain profits not attributable to the infringement.  

3. Nova and Dow are competitors in the petrochemical industry. They both produce and sell 

polyethylene (i.e., plastic products).  Dow held a patent which claims specific grades of 

polyethylene film. It commenced an infringement action against Nova. After a lengthy trial, the 

Federal Court concluded that Nova had infringed and that the patent was valid. Dow elected to 

receive an accounting of Nova’s infringing profits instead of damages. The quantum of those 

profits went to a reference for determination.    

4. The main ingredient in polyethylene is ethylene, a commonly used chemical that is not 

patented. In addition to making polyethylene, Nova also makes its own ethylene. Nova’s cost of 

manufacturing this ethylene is far less than the cost to buy it from elsewhere. Thus, Nova’s profits 

on its polyethylene products are attributable to two sources:   

(a) the value realized by Nova when it uses its Alberta-produced ethylene (rather than 

purchasing ethylene at a higher cost) as the raw material for its polyethylene 

products (i.e., “ethylene profits”); and  

(b) the additional value added by Nova when it turns that ethylene into polyethylene 

(“polyethylene profits”). 

5. The reference judge found that Nova would have earned its ethylene profits even if it had 

not infringed the patent by using the very same ethylene and plant capacity to make and sell non-
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infringing polyethylene products. However, the reference judge erroneously refused to deduct 

Nova’s ethylene profits from the award, wrongly treating them as simply a low cost to Nova rather 

than an embedded, non-infringing profit. This resulted in a $300 million windfall to Dow at Nova’s 

expense. The reference judge also required Nova to pay Dow nearly $133 million in “springboard 

profits” that were earned from polyethylene that Nova made and sold after the patent had expired, 

again without any deduction for the embedded ethylene profits.  

6. The Court of Appeal upheld this result 2-1, but on a very different basis. It concluded that 

Nova’s ethylene profits could not be deducted because recognizing them – or asking what Nova 

would have done had it not infringed – relied on impermissible “but for” reasoning. However, 

when looking at the post-expiry period, the Court upheld the full “springboard profits” award to 

Dow, even though it relies on the very type of but for analysis that the Court disavowed. 

7. The decision below is wrong in law because it fails to respect the teaching of this Court in 

Schmeiser. Focusing on punishment and deterrence, it ignores the accounting remedy’s restorative 

aim, stripping the remedy of its foundational causation analysis and therefore opening the door to 

unjustified windfalls for patentees. One of Canada’s leading patent law academics, Norman 

Siebrasse, described the Court of Appeal’s approach as a “radical and unsound departure from 

established principles.”1  

8. Nova therefore asks this Court to allow the appeal and confirm that it meant what it said in 

Schmeiser: causation and restitution – not punishment or deterrence – are the core principles that 

guide an accounting for patent infringement. 

9. This Court can correct the Court of Appeal’s errors without breaking new ground. 

Schmeiser articulated a workable and fair approach to the accounting remedy. It requires a 

determination of what the infringer would have done if it had not infringed. This approach ensures 

that the patentee receives an amount that reflects the scope of its patent, but no more. And it is 

consistent with Justice Woods’ dissenting reasons, which applied the causation principle. She 

 
1 Norman Siebrasse, “Nova v Dow: A Radical Departure from Established Law,” (6 October 
2020), online (blog), accessible here: Sufficient Description. 

http://www.sufficientdescription.com/2020/10/nova-v-dow-radical-departure-from.html


3 

 

would have ordered that because Nova’s ethylene profits were not caused by its infringement, Dow 

had no claim to them. 

10. The difference between the majority and dissent in the Court of Appeal is worth hundreds 

of millions of dollars in legitimately earned profits to Nova. However, the cost to the Canadian 

economy is even more significant. A patent system that over-compensates patent holders will 

suppress competition, raising the public’s cost without providing any corresponding benefit to 

innovation. 

NOVA Chemicals Corporation (“Nova”) 

11. Nova’s roots trace back to an Alberta Crown Corporation, the Alberta Gas Trunk Line 

Company, which was incorporated to build and operate natural gas pipelines within the province.2 

After privatization, expansion, and acquisitions, it was ultimately divided into two separate 

entities. One of those entities is Nova, which is a petrochemicals company.3 

12. Nova owns two primary business lines in Canada. The Olefins unit makes ethylene. The 

Polyolefins unit makes polyethylene. Nova’s financial statements report the revenues, costs, 

profits and losses of the two units separately.4  

13. Ethylene. Ethylene is one of the most widely produced petrochemicals in the world. Dow 

holds no patents on ethylene nor any patents on any process for manufacturing it. Nova is 

completely free to make, use or sell ethylene without infringing.5 

14. Nova’s Olefins unit in Joffre, Alberta makes ethylene in three plants (E1, E2 and E3). 

Because of the abundant supply of raw materials (primarily natural gas) in Alberta, Nova’s cost of 

 
2 See Act to Incorporate a Gas Trunk Pipe Link Company to Gather and Transmit Gas within the 
Province, S.A. 1954, c. 37, Appellant’s Book of Authorities (“ABOA”), Tab 18; Nova, An Alberta 
Corporation Act, R.S.A. 80 c. N-12, ABOA, Tab 19.   
3 Nova Chemical Corporation’s US SEC Form 20-F with Annual Report for year ended December 
31, 2011, pp. 20-22, Appellant’s Record (“AR”), Vol. III, Tab 20, pp. 23-25. 
4 Nova Chemical Corporation’s US SEC Form 20-F with Annual Report for year ended December 
31, 2011, p. 26, AR, Vol. III, Tab 20, p. 29. 
5 Nova’s Amended Read-ins from Dow’s Responses to Nova’s Request to Admit, paras. 71-72, 
AR, Vol. III, Tab 22, p. 199. 
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making ethylene is cheaper than acquiring it elsewhere. This “Alberta Advantage” differential 

means Nova’s ethylene plants in Joffre earn significant profits making and selling ethylene. 6 

15. Ethylene is a raw ingredient in making many products (including polyethylene) and is also 

a valuable vendible commodity. Nova’s Olefins unit sells about half the ethylene made at Joffre 

to its own Polyolefins unit.7 During the period of patent infringement, Nova used only three 

percent of its total ethylene production to make infringing grades of polyethylene.8 Nova used the 

rest to manufacture non-infringing polyethylene or sold ethylene to other customers at market 

prices.9 Dow is one of those customers. It relies on ethylene from Joffre to supply its own 

polyethylene business in Alberta.10 

16. Polyethylene. Nova’s Polyolefins unit in Joffre makes polyethylene. Polyethylene is a form 

of plastic used in commercial products, such as grocery bags, food wrappers, and pails. 

Polyethylene is made by polymerizing (combining) ethylene molecules into long chains.11  

17. Dow did not invent polyethylene. It was in use for many decades before the 705 Patent, 

which only covers certain grades of polyethylene.12 

 
6 Reasons of the Federal Court, 2017 FC 350, paras. 137, 139, AR, Vol. I, Tab 1, pp. 54-55 [FC 
Reasons]. 
7 Reasons of the Federal Court of Appeal, 2020 FCA 141, para. 193, AR, Vol. I, Tab 5, p. 245 
[FCA Reasons]; Nova Chemical Corporation’s US SEC Form 20-F with Annual Report for year 
ended December 31, 2011, p. 28, AR, Vol. III, Tab 20, p. 31. 
8 Schedule 131 of Ross Hamilton Report dated November 14, 2016 (Trial Exhibit PR265B), AR, 
Vol. III, Tab 21, p. 192.  
9 FC Reasons, paras. 137, 139, 157-158, 184, AR, Vol. I, Tab 1, pp. 54-55, 60-61, 69-70; Nova 
Chemical Corporation’s US SEC Form 20-F with Annual Report for year ended December 31, 
2011, p. 28, AR, Vol. III, Tab 20, p. 31. 
10 See e.g., Dow Chemical Canada ULC v. Nova Chemicals Corporation, 2020 ABCA 320, paras. 
6, 11. 
11 FC Reasons, paras. 8-9, AR, Vol. I, Tab 1, p. 4; Nova Chemical Corporation’s US SEC Form 
20-F with Annual Report for year ended December 31, 2011, p. 27, AR, Vol. III, Tab 20, p. 30. 
12 FC Reasons, paras. 152, 158, AR, Vol. I, Tab 1, pp. 58-61; Nova’s Amended Read-ins from 
Dow’s Responses to Nova’s Request to Admit, paras. 71-72, AR, Vol. III, Tab 22, p. 199. 

http://canlii.ca/t/h3l1p
http://canlii.ca/t/j9p4m
https://canlii.ca/t/j9nlw
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18. The oldest type of polyethylene is high-density. High-density polyethylene makes a rigid 

plastic and is used to make products such as pails and crates. There is a large but low-margin 

commodity market for these products. The 705 Patent does not cover them.13 

19. Low-density polyethylene is more flexible than “pail and crate.” Its uses include shopping 

bags, plastic wraps, and similar plastics. 14 Nova makes many types of low-density polyethylene 

at its plants in Joffre.15 Before it expired in 2014, the 705 Patent covered some grades of low-

density polyethylene. 

Underlying patent litigation 

20. Dow sued Nova, claiming that some low-density polyethylene grades marketed by Nova 

under the brand name SURPASS infringed the 705 Patent. Nova defended the claim by asserting 

that the 705 Patent was invalid on several different bases.16  

21. After a hard-fought 32-day trial, the Federal Court concluded that Dow’s 705 Patent was 

valid and that Nova had infringed by making and selling certain of its SURPASS products.17 This 

was not a foregone conclusion. The United States Court of Appeals for the Federal Circuit found 

that two U.S. patents that correspond to the 705 Patent were indefinite and invalid.18  

Profits reference 

22. Dow elected an accounting of Nova’s profits as its remedy. This appeal is from the 

reference to determine the quantum of those profits. Of the numerous issues before the reference 

judge, only two remain: 

 
13 FC Reasons, paras. 12, 152-153, AR, Vol. I, Tab 1, pp. 5, 58-59. 
14 FC Reasons, paras. 13-14, AR, Vol. I, Tab 1, p. 5. 
15 FC Reasons, para. 152, AR, Vol. I, Tab 1, pp. 58-59. See also Nova Chemical Corporation’s US 
SEC Form 20-F with Annual Report for year ended December 31, 2011, pp. 23, 27, AR, Vol. III, 
Tab 20, pp. 26, 30. 
16 FC Reasons, para. 22, AR, Vol. I, Tab 1, p. 8. 
17 Dow Chemical Company v. Nova Chemicals Corporation, 2014 FC 844; Nova Chemicals 
Corporation v. Dow Chemical Company, 2016 FCA 216, para. 11. 
18 Dow Chem. Co. v. Nova Chemicals Corp. (Canada), 803 F.3d 620 (Fed. Cir. 2015), ABOA, Tab 
3. See also FC Reasons, para. 20, AR, Vol. I, Tab 1, p. 8. 

https://www.canlii.org/en/ca/fct/doc/2014/2014fc844/2014fc844.html?autocompleteStr=2014%20FC%20844&autocompletePos=1
https://www.canlii.org/en/ca/fca/doc/2016/2016fca216/2016fca216.html?autocompleteStr=2016%20FCA%20216&autocompletePos=1
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(a) whether Nova is entitled to deduct the profits it earned making ethylene from the 

profits payable to Dow; and  

(b) whether Nova must account to Dow for “springboard” profits (profits on 

polyethylene manufactured and sold after Dow’s patent expired). 

Ethylene profits 

23. Nova argued in the courts below that it should not have to pay Dow the profits it earned on 

ethylene. Both the reference judge and the majority of the Court of Appeal rejected that argument.  

24. The reference judge articulated the key principles for calculating profits: (i) the profits 

remedy is restitutionary, not punitive; (ii) the infringer pays only the portion of the infringer’s 

profit that is causally attributable to the invention; and (iii) the infringer is to be “restored, through 

a disgorgement of profits, to the position that he would have been in had he not [infringed].”19  

25. The reference judge found that Nova produces ethylene at a significant discount compared 

to its market price. He also found that if Nova had not made infringing polyethylene, it would have 

used its ethylene supply and manufacturing capacity to make and sell non-infringing grades of 

polyethylene. In particular, he found that, at a minimum, (1) Nova would have used the ethylene 

to make pail and crate or other grades of non-infringing polyethylene and (2) Nova would have 

sold all of that polyethylene to North American or Asian markets.20 The result of these findings is 

that Nova would have earned the same profits on making its low-cost ethylene, even without 

infringement, but it would have made less profit on polyethylene because pail and crate grades are 

sold at a lower margin. 

26. Nova admitted that its lower-margin polyethylene products were not substitutes for the 

impugned SURPASS products – i.e., consumers in the market for the infringing grades would not 

purchase the non-infringing grades instead. Given recent Federal Court of Appeal jurisprudence, 

that admission precluded Nova from asking the reference judge to apply the differential profits 

 
19 FC Reasons, paras. 107-109, AR, Vol. I, Tab 1, pp. 43-44. 
20 FC Reasons, paras. 137, 158, AR, Vol. I, Tab 1, pp. 54, 60-61. 
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approach to the accounting.21 As a result, Nova did not ask the Federal Court to deduct its 

hypothetical profits from making pail and crate (non-infringing) polyethylene.  

27. However, Nova relied on Schmeiser to argue that Dow’s award should exclude its ethylene 

profits. Nova argued that it would have earned those profits even if it had not infringed, so they 

were not caused by the infringement.22 It suggested that the reference judge deduct the market 

price of the ethylene, which is the sum of Nova’s cost of making ethylene and its economic profits 

from doing so (which were high because of the Alberta Advantage). Since Nova recognized that 

its own internal, unit-to-unit transfer price was not an appropriate reflection of ethylene’s actual 

value, it led evidence on the average price that third parties paid it for ethylene to enable the Court 

to conduct that calculation.23  

28. The reference judge refused to make the deduction that Nova proposed. Because Nova 

admitted that its non-infringing alternate polyethylene product was not a market substitute for the 

infringing SURPASS, the reference judge deducted only Nova’s actual internal costs. He 

explained that “[a]n accounting of profits should be based on actual revenues and costs.”24 He 

therefore awarded Dow not only the profits Nova earned making the accused polyethylene, but 

also the profits Nova earned from making non-infringing and unpatented ethylene.  

Post-expiry (“springboard”) profits 

29. The reference judge awarded Dow a portion of Nova’s profits earned after the 705 Patent 

expired as “springboard” profits. The reference judge concluded that if Nova had not infringed, it 

would not have been able to start selling the infringing polyethylene until after the patent expired. 

It would have therefore had to start ramping up sales after expiry.25 He held that profits must be 

assessed “in relation to a ‘but-for’ world in which the defendant has not infringed the plaintiff’s 

patent.” He compared the profits Nova actually made in the first 20 months after patent expiry to 

 
21 See e.g. Rivett v. Monsanto Canada Inc., 2010 FCA 207, paras. 43-49; Apotex Inc. v. Merck & 
Co., Inc., 2015 FCA 171, para. 73; Apotex Inc. v. ADIR, 2017 FCA 23, paras. 34, 40-42. 
22 Monsanto Canada Inc. v. Schmeiser, 2004 SCC 34, para. 101.  
23 FC Reasons, para. 134, AR, Vol. I, Tab 1, p. 53; FCA Reasons, paras. 204-206, AR, Vol. I, Tab 
5, pp. 249-250; Extract from Nova Chemical Corporation’s Closing Submissions in Federal Court 
File No. T 2051-10, dated January 9, 2017, paras. 108-111, AR, Vol. III, Tab 23, pp. 200-201. 
24 FC Reasons, para. 139, AR, Vol. I, Tab 1, pp. 54-55. 
25 FC Reasons, paras. 112, 130, AR, Vol. I, Tab 1, pp. 45, 51-52. 

https://www.canlii.org/en/ca/fca/doc/2010/2010fca207/2010fca207.html
https://canlii.ca/t/gkd9m
https://www.canlii.org/en/ca/fca/doc/2017/2017fca23/2017fca23.html?autocompleteStr=adir%20201&autocompletePos=1
https://canlii.ca/t/1h3pt
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what it would have made in this period if it had not infringed, and ordered that Nova pay Dow the 

difference.26 

30. The reference judge assumed that, if Nova had not infringed, it would have ramped up from 

zero production to full sales. But he did not account for his own finding that, had it not made the 

infringing polyethylene products, Nova would have used its plant capacity to make non-infringing 

products.27 As a result, he failed to acknowledge or deduct the profits that Nova would have made 

on ethylene from selling non-infringing products.28 

31. The reference judge awarded Dow approximately $644 million, excluding interest.29 

Approximately $300 million of this was ethylene profits during the life of the patent. Another $133 

million was springboard profits. 

Court of Appeal divided on deducting Nova’s ethylene profits  

32. Nova appealed the reference judge’s refusal to apportion ethylene profits and his award of 

springboard profits. The Court of Appeal dismissed the appeal, with a dissent from Justice Woods. 

The majority articulated a novel framework for computing profits that focuses on deterrence and 

eliminates the use of but for causation. Justice Woods’ dissent concluded that Nova’s ethylene 

profits were not caused by Nova’s infringement and should not have been awarded to Dow. 

Majority articulates new principles for an accounting of profits  

33. The majority explained the principles to be applied in determining an accounting of profits 

for patent infringement. Parts of this explanation are correct, including: 

• Paragraphs 11 to 19. The Patent Act creates a bargain between an inventor and the 

public. The inventor benefits from a time-limited monopoly on the invention. The 

public benefits from the invention when the patent expires. A monetary remedy for 

infringement must not extend the monopoly or undercut it because that would be 

inconsistent with the bargain. 

 
26 FC Reasons, paras. 112, 124, 130, AR, Vol. I, Tab 1, pp. 45, 49, 51-52. 
27 FC Reasons, para. 158, AR, Vol. I, Tab 1, pp. 60-61. 
28 FC Reasons, para. 130, AR, Vol. I, Tab 1, pp. 51-52. 
29 Supplementary Reasons of the Federal Court, 2017 FC 637, p. 8, AR, Vol. I, Tab 2, p. 169. 

https://www.canlii.org/en/ca/fct/doc/2017/2017fc637/2017fc637.html
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• Paragraphs 27 to 29. The objective of the accounting remedy is restitution, not 

punishment. The accounting must take the benefits of the infringement from the 

infringer, but no more. 

• Paragraphs 30 to 33, 56. An infringer’s profit may be attributable to both the 

infringement and to something else. In that case, the accounting must apportion the 

profit to exclude the portion not caused by the infringement. 

34. Much of the balance of the majority’s reasons departs dramatically from these principles, 

and from the jurisprudence of this Court. 

35. The majority acknowledged that Schmeiser requires patentees to be awarded only the part 

of the infringer’s profits caused by the infringement. But it rejected this approach. Instead, it 

focused on the importance of warning potential infringers to “steer clear of others’ rights of 

exclusivity under patents.”30 It compared patent infringers to “faithless fiduciaries” who should 

not “profit from [their] wrong” and said that permitting an infringer to deduct profits that it would 

have made without infringing was like letting bank robbers “keep what they would have earned 

had they not robbed the bank.”31  

36. Schmeiser requires profits to be calculated by comparing the infringer’s actual profits to 

what it would have earned using the “best non-infringing option.” But, giving overwhelming 

weight to deterrence, the majority dramatically narrowed the circumstances in which a deduction 

or apportionment is permitted to two specific scenarios: (1) when the product sold contains both 

infringing and non-infringing elements (such as a car with an infringing steering wheel), or (2) 

when there is a true “non-infringing alternative” (i.e., a product that consumers would accept as a 

substitute for the infringing product), which it confusingly referred to as the “non-infringing 

baseline.”32  

37. The majority gave no reason why it replaced Schmeiser’s “non-infringing option” (which 

can be anything the infringer would have done without infringing) with the more technical and 

narrow “non-infringing alternative” (which means a consumer substitute). In fact, at paragraph 57, 

 
30 FCA Reasons, para. 20, AR, Vol. I, Tab 5, pp. 191-192. 
31 FCA Reasons, paras. 22-24, 42-43, AR, Vol. I, Tab 5, pp. 192-193, 199-200. 
32 FCA Reasons, paras. 53, 57, 64, 73, 79, AR, Vol. I, Tab 5, pp. 203, 206, 208, 210-211, 212-213. 
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it quoted Schmeiser as directing a comparison to the “best non-infringing alternative.” This is a 

misquote of this Court’s reasons. The cited language says “best non-infringing option.”33 

38. Departing further from Schmeiser, the majority held that the use of hypotheticals and the 

“but for” test for causation have “no place in an accounting of profits.” 34 Instead, it said, “[n]on-

infringing alternatives are used not to determine what the infringer could have done instead of 

infringing (i.e., “but for” reasoning), but instead to establish a non-infringing baseline to isolate 

the value of the patent.”35  

39. Limiting the use of differential profits to those situations when the defendant can establish 

an actual substitute created an enormous hole that Nova’s case fell right into. The reference judge 

found that Nova would have earned ethylene profits by selling non-infringing polyethylene. But 

they are not a consumer substitute for the infringing grades. This prevented Nova from isolating 

and retaining the profits that it rightfully earned on ethylene, and that it would have earned without 

infringing.  

Nova’s ethylene profits  

40. The majority declined to apportion the profits Nova earned making ethylene, despite the 

reference judge’s clear finding that Nova would have used its ethylene to make and sell non-

infringing products if it had not made infringing SURPASS. It held that whether Nova “would 

have earned ethylene profits from ethylene sales without infringing Dow’s patent … is purely 

hypothetical and, thus, is legally irrelevant to the accounting of profit.” 36 It also held that allowing 

Nova to keep its ethylene profits would “incentivize NOVA and others like it to infringe, thereby 

undermining the patent bargain” because, at a minimum, Nova would “do no worse than earning 

the hypothetical profits it would have made had it acted legally.”37  

 
33 FCA Reasons, para. 57, AR, Vol. I, Tab 5, p. 206; Monsanto Canada Inc. v. Schmeiser, 2004 
SCC 34, para. 102. 
34 FCA Reasons, para. 67, AR, Vol. I, Tab 5, p. 209. See also FCA Reasons, paras. 37, 40, 41, 79, 
AR, Vol. I, Tab 5, pp. 198, 199, 212-213. 
35 FCA Reasons, para. 73, AR, Vol. I, Tab 5, pp. 210-211. 
36 FCA Reasons, paras. 94, 96, AR, Vol. I, Tab 5, pp. 217-218. 
37 FCA Reasons, para. 96, AR, Vol. I, Tab 5, pp. 217-218. The majority also concluded that Nova’s 

argument failed on “a factual level” because it did not establish that it would have sold its ethylene 

https://canlii.ca/t/1h3pt
https://canlii.ca/t/1h3pt
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41. The majority concluded that it could not make any deduction based on a comparison of 

Nova’s infringing profits to a “non-infringing baseline” because Nova had no consumer substitute 

for the infringing polyethylene products. Replacing the “non-infringing option” with a “non-

infringing alternative” therefore ruled out any apportionment for Nova’s ethylene profits.38 

42. The majority’s framework expressly rejects the restitutionary goals of the profits remedy. 

Instead, it held that “an accounting of profits is indifferent to whether an infringer will be ‘better 

off’ or ‘worse off’ [than if he had never infringed].” In its view, these concepts are “reserved 

exclusively for compensatory damages” and “irrelevant” to an accounting of profits.39 It did not 

explain why it drew this distinction between patent remedies, or how that indifference is consistent 

with the goal of restoring the defendant to the position it would have been in if it had not infringed. 

Post-expiry “springboard” profits.  

43. The Court of Appeal also upheld the reference judge’s award of Nova’s “springboard” 

profits. It wrote that post-expiry profits “are actual profits that are causally connected to the 

patent’s exclusivity rights.” 40 It concluded that if Nova was not required to disgorge all profits 

earned in the post-expiry “ramp-up” period, it would retain a benefit from infringement, which 

would undermine the deterrent effect of the profits award.41 

44. Referring to this hypothetical ramp-up period as a “non-infringing baseline,” the majority 

concluded that the award of springboard profits was consistent with its new framework of 

accounting that did not permit “but for” reasoning.42 The Court of Appeal also declined to deduct 

 
to third parties; however, this ignores the critical finding of the reference judge that Nova would 

have used its ethylene to manufacture and sell lower-margin polyethylene, for which there was 

sufficient demand. FCA Reasons, paras. 92-93, AR, Vol. I, Tab 5, pp. 216-217; FC Reasons, para. 

158, AR, Vol. I, Tab 1, pp. 60-61.   
38 FCA Reasons, para. 97, AR, Vol. I, Tab 5, p. 218. 
39 FCA Reasons, paras. 151, 153, AR, Vol. I, Tab 5, pp. 233-234. 
40 FCA Reasons, paras. 130, AR, Vol. I, Tab 5, p. 228. 
41 FCA Reasons, paras. 128, 130, AR, Vol. I, Tab 5, p. 228. 
42 FCA Reasons, paras. 128, 131, 142, AR, Vol. I, Tab 5, pp. 228-229, 232. 
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the non-infringing ethylene profits that Nova would have otherwise earned from selling other 

products during the ramp-up period even if it had not infringed.43 

Dissent: Nova can keep the ethylene profits it would have made without infringing 

45. Justice Woods’ dissent focused on the causation principle from Schmeiser, rather than the 

majority’s deterrence-based formulation. She would have deducted Nova’s ethylene profits 

(around $300 million) from the award. Her reasoning was straightforward: a patentee “is only 

entitled to that portion of the infringer’s profit which is causally attributable to the invention.” 

Since Dow’s patent only covered certain grades of polyethylene, it should not receive Nova’s 

ethylene profits. On a common-sense view of causation, the profits attributable to the non-

infringing activity (producing ethylene) had to be apportioned from the award to Dow.44 

46. Justice Woods wrote that “the general principle to be applied in all circumstances is to 

consider whether there are non-infringing elements which contribute to the overall value or 

marketability of the product.”45 She recognized that Nova’s profits from selling infringing 

polyethylene “are attributable to two separate processes – ethylene production and polyethylene 

manufacturing.”46 But only one of these processes is covered by Dow’s patent. 

47. Justice Woods cited from Justice Laddie’s decision in the English Patent Court in Celanese 

International v. BP Chemicals, which sets out the key principle: “profits attributable to the non-

infringing parts were not caused by or attributable to the use of the invention even if the use of the 

invention was the occasion for the generation of those profits.” Justice Laddie contemplated a 

product that is made by a 3-stage process, each protected by a separate patent. In that case, he 

recognized that “[t]here is only one profits ‘pot’ which has to be divided amongst the three stages.” 

Then he contemplated what would happen “if one of the patents expires or was never applied for,” 

saying “in such a case it is necessary to apportion the total profits actually made among the stages 

or parts which generated it.”47 

 
43 FCA Reasons, paras. 140-141, AR, Vol. I, Tab 5, p. 231. 
44 FCA Reasons, paras. 187, 196, 199-201, AR, Vol. I, Tab 5, pp. 244, 246, 247-248. 
45 FCA Reasons, para. 198, AR, Vol. I, Tab 5, p. 247. 
46 FCA Reasons, paras. 195, 199, AR, Vol. I, Tab 5, pp. 246, 247. 
47 FCA Reasons, para. 199, AR, Vol. I, Tab 5, p. 247, citing Celanese International Corp v. BP 
Chemicals Ltd, [1999] R.P.C. 203 (Pat. Ct.), ABOA, Tab 1.  
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48. Recognizing that “the production of ethylene was a non-infringing element which 

contributed to the value of [the accused product],” Justice Woods concluded that “the quantum of 

this contribution should not be disgorged.”48 

PART II – STATEMENT OF THE QUESTIONS IN ISSUE 

49. There are two issues on this appeal:  

(a) Did the Federal Court of Appeal err in law by failing to apportion Nova’s ethylene 

profits from the award to Dow? 

(b) Did the Federal Court of Appeal err in law in upholding the award to Dow of 

“springboard profits” earned on products made and sold after the patent expired?  

PART III – STATEMENT OF ARGUMENT 

Standard of review 

50. The reference judge’s findings of fact are entitled to considerable deference. Absent 

palpable and overriding error, this Court must accept his findings about Nova’s ethylene 

production. This includes his finding that had Nova not infringed, it would have used all of its 

ethylene to produce and sell non-infringing polyethylene products.49 

51. The framework fashioned by the Court of Appeal for the accounting of profits remedy – 

including abandoning but for causation in favour of its novel approach – contains several errors of 

law. They include (1) departing from this Court’s instructions in Schmeiser to use differential 

profits, including a “but for” approach, whether or not there is a true consumer substitute; 

(2) confusing the statutory tort of patent infringement with bank robberies or faithless fiduciaries, 

which are wrongs against public order and/or critical legal institutions; and (3) ignoring the 

historical origins of the profits remedy as a legal remedy for economic harms, not purely an 

equitable remedy for equitable wrongs. These are errors of law that are reviewed on a standard of 

correctness. 

 
48 FCA Reasons, para. 200, AR, Vol. I, Tab 5, p. 248. 
49 FC Reasons, paras. 137, 158, AR, Vol. I, Tab 5, pp. 54, 60-61. 
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Profits are measured by actual earnings minus the next-best non-infringing option 

52. The majority of the Court of Appeal made two closely linked errors in refusing to apportion 

Nova’s ethylene profits. The first error was to reject the use of “but for” causation, and therefore 

differential profits, except in the rare cases in which the defendant can establish a “non-infringing 

baseline.” Second, it limited that “non-infringing baseline” to true consumer substitutes, also 

known as “non-infringing alternatives.” Both principles are contrary to this Court’s guidance in 

Schmeiser, which requires profits be calculated compared to the defendant’s “best non-infringing 

option.” This does not require a true consumer substitute nor a “non-infringing baseline,” a term 

that did not exist until the Court of Appeal created it in the decision below.  

Differential profits is already the law 

53. It is “settled law that the inventor is only entitled to that portion of the infringer’s profit 

which is causally attributable to the invention.”50 The difference between the majority and the 

dissent in the Court of Appeal is how to decide what is “causally attributable.” Justice Woods 

asked “whether a portion of SURPASS Profits are attributable something other than an infringing 

activity,” and then applied a common sense view of causation.51 The majority rejected common 

sense and, indeed, the use of the but for test in establishing causation. Instead, the majority held 

that the sole inquiry should be the actual profits earned, unless the defendant can establish a non-

infringing baseline, i.e., a non-infringing alternative.  

54. Rejecting the but for test for an accounting of profits is puzzling. But for is a well-

established means to prove causation,52 including in assessing remedies under the Patent Act. 

Damages for patent infringement are assessed by calculating the difference between (1) the profits 

made by the patentee; and (2) the profits that it would have made in a hypothetical world that 

would have existed “but for” the infringement.53  

 
50 Monsanto Canada Inc. v. Schmeiser, 2004 SCC 34, para. 101. 
51 FCA Reasons, para. 206, AR, Vol. I, Tab 5, p. 250.  
52 Clements v. Clements, 2012 SCC 32, para. 8; Athey v. Leonati, [1996] 3 S.C.R. 458, para. 14.  
53 Dnow Canada ULC v. Grenke Estate, 2020 FCA 61, para. 18; Christopher B Seaman et al., 
“Lost Profits and Disgorgement” in C Bradford Biddle et al., eds, Patent Remedies and Complex 
Products: Toward a Global Consensus (Cambridge: Cambridge University Press, 2019), p. 50. 

https://canlii.ca/t/1h3pt
https://canlii.ca/t/frvld
https://www.canlii.org/en/ca/scc/doc/1996/1996canlii183/1996canlii183.html
https://canlii.ca/t/j605d
https://www.cambridge.org/core/services/aop-cambridge-core/content/view/99A6FF69C28048A338A230A552210B68/9781108426756c2_50-89.pdf/lost_profits_and_disgorgement.pdf
https://www.cambridge.org/core/services/aop-cambridge-core/content/view/99A6FF69C28048A338A230A552210B68/9781108426756c2_50-89.pdf/lost_profits_and_disgorgement.pdf
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55. Before Schmeiser, the but for test was applied to calculating profits, although somewhat 

inconsistently. Some courts embraced its logic, applying approaches consistent with the 

differential profits approach.54 Others rejected the but for test and insisted on a “whole profits” 

approach, that requires all profits earned by the defendant to be disgorged, regardless of whether 

they would have been earned but for the infringement.55 

56. This Court’s 2004 Schmeiser decision definitively settled the question in favour of but for 

causation and differential profits. The Court said “the inventor is only entitled to that portion of 

the infringer’s profit which is causally attributable to the invention.”56 To isolate the profits 

causally attributable to the invention, a court is to take a “common sense view of causation” and 

make a comparison “between the defendant’s profit attributable to the invention and his profit had 

he used the best non-infringing option.”57  

57. This approach is consistent with both the patent bargain and the economic principles that 

underlie it. As courts have recognized, “unless the law wishes to systematically overreward 

patented inventions, it is necessary to inquire about the nature and value of the product that the 

infringer could have made had he not infringed.”58 

58. Determining what the defendant would have earned had it not infringed draws a distinction 

that is consistent with the objectives of the profits remedy, and patent law more generally. The 

defendant must disgorge those profits caused by the infringement, but does not disgorge those that 

are “not caused by but simply made on the occasion of such infringement.”59 As Professor 

Siebrasse has pointed out, this is crucial because excessively high awards will “effectively expand 

 
54 See e.g., Collette v. Lasniee (1886), 13 S.C.R. 563, p. 576; Lubrizol Corp. v. Imperial Oil Ltd., 
[1997] 2 F.C. 3, paras. 9-10 (WL), ABOA, Tab 6.  
55 See e.g. Reading & Bates Construction Co. v. Baker Energy Resources Corp. (1994), [1995] 1 
F.C. 483, para. 22 (F.C.A.) (WL), ABOA, Tab 7.  
56 Monsanto Canada Inc. v. Schmeiser, 2004 SCC 34, para. 101 (emphasis added). 
57 Monsanto Canada Inc. v. Schmeiser, 2004 SCC 34, para. 102. 
58 Apotex Inc. v. Merck & Co., Inc., 2015 FCA 171, para. 56, citing Grain Processing Corporation 
v. American Maize-Products Company, 185 F.3d 1341 (Fed. Cir. 1999), ABOA, Tab 4. 
59 Lubrizol Corp. v. Imperial Oil Ltd., [1997] 2 F.C. 3, para. 9 (WL) (emphasis added), ABOA Tab 
6. 

https://canlii.ca/t/g7z4m
https://nextcanada.westlaw.com/Document/I10b717d1659d63f0e0440003ba0d6c6d/View/FullText.html?originationContext=typeAhead&transitionType=Default&contextData=(sc.Default)
https://nextcanada.westlaw.com/Document/I10b717ce58e563f0e0440003ba0d6c6d/View/FullText.html?navigationPath=Search%2Fv1%2Fresults%2Fnavigation%2Fi0ad62d3300000175afc3e05858f94892%3FNav%3DMULTIPLECITATIONS%26fragmentIdentifier%3DI10b717ce58e563f0e0440003ba0d6c6d%26parentRank%3D0%26startIndex%3D1%26contextData%3D%2528sc.Search%2529%26transitionType%3DUniqueDocItem&listSource=Search&listPageSource=9af4b25b1c1857793c1fc263f20573e0&list=MULTIPLECITATIONS&sessionScopeId=014ab5b28a8ddd787b1333bba6d99c52c33347897d7f12bc1479ca26921b501f&originationContext=NonUniqueFindSelected&transitionType=UniqueDocItem&contextData=%28sc.Search%29
https://nextcanada.westlaw.com/Document/I10b717ce58e563f0e0440003ba0d6c6d/View/FullText.html?navigationPath=Search%2Fv1%2Fresults%2Fnavigation%2Fi0ad62d3300000175afc3e05858f94892%3FNav%3DMULTIPLECITATIONS%26fragmentIdentifier%3DI10b717ce58e563f0e0440003ba0d6c6d%26parentRank%3D0%26startIndex%3D1%26contextData%3D%2528sc.Search%2529%26transitionType%3DUniqueDocItem&listSource=Search&listPageSource=9af4b25b1c1857793c1fc263f20573e0&list=MULTIPLECITATIONS&sessionScopeId=014ab5b28a8ddd787b1333bba6d99c52c33347897d7f12bc1479ca26921b501f&originationContext=NonUniqueFindSelected&transitionType=UniqueDocItem&contextData=%28sc.Search%29
https://canlii.ca/t/1h3pt
https://canlii.ca/t/1h3pt
https://canlii.ca/t/gkd9m
https://nextcanada.westlaw.com/Document/I10b717d1659d63f0e0440003ba0d6c6d/View/FullText.html?originationContext=typeAhead&transitionType=Default&contextData=(sc.Default)
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the scope of the monopoly beyond its proper limits, because of the chilling effect on legitimate 

competition.”60  

59. The but for test provides a straightforward means to distinguish between profits caused by 

the infringement and those made on the occasion of infringement. It requires that the defendant 

prove it would have made profits without infringing (i.e., but for the infringement). If the defendant 

can do so, it can deduct those profits from the award. The whole profits approach does not draw 

that distinction, because it is deliberately indifferent to whether the defendant is put in a worse 

position than if it had not infringed.61 But this Court rejected this punitive indifference in 

Schmeiser. 

60. Justice Woods’ dissent and her quote from Celanese explain why the apportionment 

provided by a differential profits approach is necessary. If there had been a patent on ethylene, 

Nova’s “pool of profits” would have had to be divided between the ethylene patentee and Dow, 

according to the respective value each invention contributed. Since ethylene is in the public 

domain, anyone, including Nova, is free to make, use or sell it, and keep the associated profits. 

61. Put a different way, if Dow had obtained an injunction against infringement of its 705 

Patent, Nova would still have made ethylene and sold it, or turned it into non-infringing 

polyethylene. Both an injunction and profits come from the same section in the Patent Act.62 There 

is no reason why Nova should be in a worse position from one than the other. 

The “non-infringing baseline” is not the “best non-infringing option”  

62. While the majority of the Court of Appeal largely endorsed the “whole profits” approach, 

it provided a narrow exception. Its approach permits differential deductions if the defendant can 

establish a “non-infringing baseline.” While it is unclear what this term actually means, it seems 

to incorporate a concept from U.S. damages law and Federal Court jurisprudence known as the 

“non-infringing alternative.”  

 
60 Norman Siebrasse, “Non-Infringing Baseline as an Alternative to “But For” Causation,” (19 
October 2020), online (blog), accessible here: Sufficient Description. 
61 FCA Reasons, para. 153, AR, Vol. I, Tab 5, p. 234. 
62 Patent Act, R.S.C. 1985, c. P-4, s. 57.  

http://www.sufficientdescription.com/2020/10/non-infringing-baseline-as-alternative.html
https://canlii.ca/t/7vkn#sec57
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63. This exception is too narrow. Schmeiser did not limit differential profits to the narrow 

circumstances of a “non-infringing alternative,” meaning a true consumer substitute, or a “non-

infringing baseline.” Rather, Schmeiser required that the defendant’s actual profits be compared 

to its “best non-infringing option.” In Schmeiser, that meant comparing the defendants’ profits on 

“Roundup Ready” canola seeds with what those profits “would have been had they planted and 

harvested ordinary canola.”63  

64. The Court of Appeal did not explain how to define a “non-infringing baseline” or why 

Nova’s ethylene profits cannot qualify. Instead, it provided an example: an “eight hour pain 

reliever” that could serve as a non-infringing baseline to an invention for an “eight hour and one 

minute pain reliever.” This could, the majority suggested, “isolate the value of the patent,” and the 

patentee could be awarded the profits associated with the extra minute.64  

65. This example is cryptic at best and, at worst, internally inconsistent. If the patentee and the 

defendant are both only selling eight hour and one-minute pain relievers, the only way to quantify 

profits associated with the “extra minute of pain relief” is to ask a hypothetical question: what 

would the infringer have earned by selling an eight-hour product (i.e., but for the extra minute, 

what would the profits be)? In other words, it requires a but for analysis. 

66. Compounding the confusion, the majority took Nova’s admission that it had no “non-

infringing alternative” as an admission that there were no non-infringing profits that could be 

deducted. This limits differential profits to the rare cases in which the defendant could have 

produced a consumer substitute, which is not what Schmeiser contemplated. 

67. In fact, the entire concept of a true consumer substitute or a “non-infringing alternative” is 

misplaced in the calculation of profits. It is only relevant to damages and should remain there.  

68. Damages calculate the patentee’s losses. When assessing those losses, the patentee is 

entitled to its lost earnings from selling the patented product as a result of the infringing product.65 

However, if the infringer can show that it could have and would have sold its customers a “non-

 
63 Monsanto Canada Inc. v. Schmeiser, 2004 SCC 34, para. 104 (emphasis added). 
64 FCA Reasons, para. 74, AR, Vol. I, Tab 5, p. 211. 
65 Dnow Canada ULC v. Grenke Estate, 2020 FCA 61, para. 18. 

https://canlii.ca/t/1h3pt
https://canlii.ca/t/j605d
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infringing alternative,” those damages for lost earnings may be reduced.66 This requirement of 

proving a “non-infringing alternative” in damages cases is based on well-established U.S. law that 

pre-dates the Schmeiser framework.67 

69. But requiring a true consumer substitute makes no sense in calculating the infringer’s 

profits. Competition with the patentee is irrelevant; the inquiry is about what the defendant earned 

compared to its “best non-infringing option.” It does not matter if that option involved selling a 

non-infringing substitute to the same consumers or selling different non-infringing wares to 

different consumers. In either case, “the additional profit or cost saving the infringer derives from 

using the patented invention over what it would have earned by using the next-best alternative is 

the objective value of the invention to the infringer.”68  

70. Without explanation, the Court of Appeal replaced Schmeiser’s “best non-infringing 

option” with the strict “non-infringing alternative,” both literally (by misquoting) and 

figuratively.69 Then the majority interpreted that concept to mean the “non-infringing baseline.” 

This contortion of Schmeiser’s key holding is a fundamental legal error that Nova asks this Court 

to fix.  

Patents are a tool of economic policy, not moral opprobrium  

71. The inconsistency between Schmeiser and the decision below is a sufficient reason to 

reverse the majority’s decision in favour of the dissent. But the Court of Appeal also made 

foundational errors about the nature of patent infringement and the profits remedy, turning it into 

a tool for deterrence rather than a means of upholding the economic interests protected by the 

Patent Act.  

 
66 Apotex Inc. v. Merck & Co., Inc., 2015 FCA 171, para. 49. 
67 Apotex Inc. v. Merck & Co., Inc., 2015 FCA 171, paras. 52-57. See e.g. Grain Processing 
Corporation v. American Maize-Products Company, 185 F.3d 1341 (Fed. Cir. 1999), ABOA, Tab 
4. 
68 Thomas F. Cotter, “Recent Canadian Decision on Infringer’s Profits,” (5 October 2020), online 
(blog), accessible here: Comparative Patent Remedies (emphasis in original).  
69 FCA Reasons, para. 57, AR, Vol. I, Tab 5, p. 206; see also Monsanto Canada Inc. v. Rivett, 2009 
FC 317. 

https://canlii.ca/t/gkd9m
https://canlii.ca/t/gkd9m
http://comparativepatentremedies.blogspot.com/2020/10/recent-canadian-decision-on-infringers.html
https://canlii.ca/t/233lt
https://canlii.ca/t/233lt
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Patent infringement is an absolute liability statutory tort 

72. The purpose of the Patent Act is to encourage innovation.70 It does so through what is often 

referred to as the “patent bargain”: inventors make and publicly disclose a new and useful 

invention in exchange for the right to exclude others from making, using or selling it for a limited 

period of time.71  

73. The “value of a patent lies in the ability of the patentee to exclude competitors and 

competition.”72 This permits the patentee to prevent direct competition for the invention and raise 

the price at which it sells the invention to the public.73 

74. Because patents are an economic tool, the moral stakes of patent infringement are no 

different than common-law causes of action, such as breaches of contract or tort. Patent 

infringement does not implicate equitable wrongs like a breach of confidence or fiduciary duty. 

Rather, a defendant that infringes a patent commits a “statutory tort.”74  

75. And not even an intentional tort. The infringer can be entirely unaware of the patent or the 

patentee and still infringe. Infringement can also be unintended, uncertain, or reasonably disputed 

until the trial is over. While a patent’s claims are often analogized to “fences” that demarcate the 

field of the monopoly, they are much more difficult to interpret than a real estate survey. As this 

Court has acknowledged, patents can contain “complex layers of definitions of different elements” 

and a “matrix of descriptive words and phrases.”75 Scholars have observed that the scope and 

 
70 Actavis Group PTC EHF & Ors v. ICOS Corporation & Anor, [2019] UKSC 15, para. 53; Free 
World Trust v. Électro Santé Inc., 2000 SCC 66, para. 42.  
71 AstraZeneca Canada Inc. v. Apotex Inc., 2017 SCC 36, para. 51; Free World Trust v. Électro 
Santé Inc., 2000 SCC 66, para. 13. 
72 Apotex v. ADIR, 2017 FCA 23, para. 28. 
73 Apotex Inc. v. Merck & Co., Inc., 2015 FCA 171, para. 48; Apotex Inc. v. Wellcome Foundation 
Ltd., 2002 SCC 77, para. 37. 
74 Bristol-Myers Squibb Co. v. Canada (Attorney General), 2005 SCC 26, para. 134, Bastarache J. 
dissenting (not on this issue).  
75 Free World Trust v. Électro Santé Inc., 2000 SCC 66, paras. 14-15. 

https://www.bailii.org/uk/cases/UKSC/2019/15.html
https://canlii.ca/t/5233
https://canlii.ca/t/h4knz
https://canlii.ca/t/5233
https://canlii.ca/t/gxbpr
https://canlii.ca/t/gkd9m
https://canlii.ca/t/1kc
https://canlii.ca/t/1kt59
https://canlii.ca/t/5233
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validity of patents is often uncertain, and can vary in different jurisdictions.76 That happened in 

this case, where the American equivalents to Dow’s 705 Patent were found invalid.77  

76. Despite the uncertainty that hangs over every patent case, infringement is a tort of absolute 

liability. A defendant does not have to infringe knowingly, willfully or negligently to be liable. 

Even independent invention is no defence.78 Moral culpability is irrelevant. 

77. Moreover, patents can be unmerited. They are frequently issued by the patent office and 

later invalidated by the courts.79 Thus, competitors can provide a public benefit both by competing 

with the patentee (thereby lowering prices), and by invalidating wrongly issued patents.80 But 

because of before-the-fact uncertainty, the difference between competitors who are performing a 

public service and those who are held to infringe is often only known in hindsight, after “very 

costly and protracted” litigation.81  

78. This Court has extensively discussed the need to strike a balance in the patent bargain in 

the context of infringement and validity.82 But that balance is equally important in fashioning 

remedies, which are part of the overall patent bargain. If remedies are too weak, there may be less 

incentive to innovate or disclose inventions. But if remedies are too harsh, “[p]otential competitors 

are deterred from working in areas that are not in fact covered by the patent even though” costly 

 
76 Julien Pénin & Daniel Neicu, “Patents and Open Innovation: Bad Fences Do Not Make Good 
Neighbors” (2018) 25 Journal of Innovation Economics & Management 57, pp. 67-70, ABOA, 
Tab 15. 
77 Dow Chem. Co. v. Nova Chemicals Corp. (Canada), 803 F.3d 620 (Fed. Cir. 2015), ABOA, Tab 
3. See FC Reasons, para. 20, AR, Vol. I, Tab 1, p. 8. 
78 Norman Siebrasse, “A Remedial Benefit-Based Approach to the Innocent-User Problem in the 
Patenting of Higher Life Forms,” (2004) 20 C.I.P.R. 79, p. 97, ABOA, Tab 16.  
79 Norman Siebrasse, “A Remedial Benefit-Based Approach to the Innocent-User Problem in the 
Patenting of Higher Life Forms,” (2004) 20 C.I.P.R. 79, p. 98, ABOA, Tab 16. 
80 Norman Siebrasse, “Nova v Dow: A Radical Departure from Established Law,” (6 October 
2020), online (blog), accessible here: Sufficient Description. 
81 Free World Trust v. Électro Santé Inc., 2000 SCC 66, para. 42.  
82 See e.g., Apotex Inc. v. Wellcome Foundation Ltd., 2002 SCC 77, Free World Trust v. Électro 
Santé Inc., 2000 SCC 66. 

http://www.sufficientdescription.com/2020/10/nova-v-dow-radical-departure-from.html
https://canlii.ca/t/5233
https://canlii.ca/t/1kc
https://canlii.ca/t/5233
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litigation might confirm that “what the competitors propose to do is entirely lawful.”83 These risks 

chill competition, which keeps prices high and hurts the economy as a whole.84  

Patent infringement is not an equitable wrong 

79. The economic stakes involved in patent law distinguish infringement from other causes of 

action that allow for an accounting of profits, and from the actions of a “bank robber” or “faithless 

fiduciaries” to which the Court of Appeal repeatedly compared it. The stakes in a bank robbery or 

breach of fiduciary duty are public and institutional, not just private and economic.85 That makes 

them suitable for the type of general deterrence that the Court of Appeal contemplated. But, as 

Professor Siebrasse succinctly put it while commenting on the decision below, “patent infringers 

are not bank robbers.”86  

80. The Court of Appeal relied heavily on the leading case on an accounting – Strother – which 

considered an accounting of profits as a remedy for a breach of fiduciary duty. The Court found 

that, for such a breach, the remedy has two purposes: (1) a prophylactic purpose, to deter wrongful 

conduct; and (2) a restitutionary purpose, to restore to the harmed person the profit which properly 

belongs to them.87  

81. But in applying the remedy to patent infringement, the Court erred by improperly 

emphasizing the prophylactic (i.e., deterrent) purpose of the remedy, writing that an accounting 

“warns potential infringers that they had best steer clear of others’ rights of exclusivity under 

patents and, instead, spend their time in more profitable, lawful ways.”88 It reasoned that just like 

the profits remedy deters faithless fiduciaries from misappropriating funds, so too should it 

disincentivize and discourage infringement.   

 
83 Free World Trust v. Électro Santé Inc., 2000 SCC 66, para. 42. 
84 T. Randolph Beard et al., “Quantifying the Cost of Substandard Patents: Some Preliminary 
Evidence” (2009) 12:2 Yale Journal of Law and Technology 240, pp. 241-242, ABOA, Tab 9. See 
also Thomas F. Cotter, Comparative Patent Remedies: A Legal and Economic Analysis (New 
York: Oxford University Press 2013), p. 65, ABOA, Tab 10. 
85 FCA Reasons, para. 25, AR, Vol. I, Tab 5, p. 194. 
86 Norman Siebrasse, “Nova v Dow: A Radical Departure from Established Law,” (6 October 
2020), online (blog), accessible here: Sufficient Description. 
87 Strother v. 3464920 Canada Inc., 2007 SCC 24, paras. 75-77. 
88 FCA Reasons, para. 20, AR, Vol. I, Tab 5, pp. 191-192. 
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82. But patent infringers are neither faithless fiduciaries nor bank robbers. This Court 

specifically stated in Schmeiser that the purpose of the profits remedy under the Patent Act is not 

to punish infringers,89 but rather to ensure that they do not gain from infringement. In other words, 

concepts like deterrence and denunciation, which are goals associated with punishment, cannot be 

the principles that shape the contours of this remedy. 

83. This is consistent with this Court’s recent decision in Atlantic Lottery, which stated that 

“the availability of gain-based relief lies in ‘aligning the remedy with the injustice it corrects.’”90 

In patent cases, the injustice is the patent infringement, which invaded the patentee’s monopoly. 

The profits remedy prevents an infringer from keeping profits it earned as a result of infringing.91 

This vindicates and restores the patentee’s monopoly, but it does not expand it.  

Focus on “deterrence” in accounting ignores patentee’s election  

84. Finally, to the extent that deterrence is an appropriate goal for patent remedies generally, 

the remedies under the Patent Act should be considered cumulatively and not in isolation. The 

majority of the Court of Appeal implied that an accounting of profits is the only tool in the court’s 

“remedial armoury” that can deter infringement. It therefore makes deterrence the keystone of its 

analysis.92 But this ignores the deterrent effects of the other remedies for infringement, including 

damages. 

85. This Court has recognized that “[a]s a rule, deterrence can be achieved through the award 

of compensatory damages” in most civil contexts.93 The right to elect between damages and profits 

is an even more powerful deterrent because it empowers patentees to select the remedy that best 

compensates for their loss of exclusivity and ensures that infringers cannot “come out ahead.”94  

 
89 Monsanto Canada Inc. v. Schmeiser, 2004 SCC 34, para. 101. 
90 Atlantic Lottery Corp. Inc. v. Babstock, 2020 SCC 19, para. 32 (emphasis in original).  
91 See Christopher B Seaman et al., “Lost Profits and Disgorgement” in C Bradford Biddle et al., 
eds, Patent Remedies and Complex Products: Toward a Global Consensus (Cambridge: 
Cambridge University Press, 2019), p. 72. 
92 FCA Reasons, paras. 18-19, AR, Vol. I, Tab 5, p. 191. 
93 Royal Bank of Canada v. W. Got Associates Electric Ltd., [1999] 3 S.C.R. 408, para. 28. See 
also Monsanto Canada Inc. v. Schmeiser, 2004 SCC 34, para. 101.  
94 FCA Reasons, paras. 17, 20, AR, Vol. I, Tab 5, pp. 190-192. 
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86. The majority of the Federal Court of Appeal ignored the availability of damages and its 

deterrent effect. This was apparent from its remarks suggesting that bank robbers who only had to 

return the amount that they otherwise would not have made if caught would “decide to rob a bank 

every time” because there would be “only upside and no downside.”95  

87. This example suffers from at least two logical flaws. First, the primary deterrent against 

bank robbery is not a civil judgment, but a sentence up to life imprisonment prescribed by the 

Criminal Code.96 Second, no bank would ever elect to recover a robber’s profits, which would 

permit the robber to deduct their costs of the robbery (at a minimum, the price of a balaclava and 

gas for the getaway car). A bank would elect damages and collect the money that was taken. The 

bank robber will never come out ahead.97 

88. An accounting is just one of several remedies that, cumulatively, deter patent infringement. 

As the Federal Court of Appeal recognized in an earlier damages decision, it is the availability of 

other remedies such as elevated costs, injunctive relief, compensatory damages, and punitive 

damages that “counterbalance any incentive to infringe.”98 Indeed, the costs Nova has paid to Dow 

– over $10 million in this case99 – plus Nova’s legal fees, are themselves a significant deterrent.  

History of the profits remedy supports differential profits 

89. The Court of Appeal also relied on the “equitable” nature of the profits remedy as one of 

the reasons for its focus on deterrence. But both profits and injunctions have been statutory 

remedies since before Confederation, and the text of the statute provides remedial limits that 

should be respected. Moreover, the fact that the profits remedy was primarily administered by the 

courts of equity does not mean that the underlying infringement engaged the principles of “good 

 
95 FCA Reasons, para. 42, AR, Vol. I, Tab 5, p. 199. 
96 Criminal Code, R.S.C. 1985, c. C-46, s. 344(1)(b).  
97 See Norman Siebrasse, “Nova v Dow: A Radical Departure from Established Law,” (6 October 
2020), online (blog), accessible here: Sufficient Description. 
98 Apotex Inc. v. Merck & Co., Inc., 2015 FCA 171, para. 71. See also Apotex Inc. v. ADIR, 2017 
FCA 23, para. 34. 
99 Dow Chemical Company v. Nova Chemicals Corporation, 2016 FC 91, para. 36; Dow Chemical 
Company v. Nova Chemicals Corporation, 2017 FC 759, para. 2, AR, Vol. II, Tab, 14, p. 152. 
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conscience.” Rather, it was a historical accident. Chancery had no juries and a broader range of 

procedural tools by which to conduct the accounting. 

An accounting is not limited to remedying equitable wrongs 

90. The Court of Appeal seized on the profits remedy’s association with equity to justify its 

deterrence-based approach.100 But it is important to appreciate why profits were administered in 

equity. It was not because patent infringement was itself considered an equitable wrong (it wasn’t), 

nor was it because the Courts of Chancery had remedial exclusivity (they didn’t). Instead, it was 

because of Chancery’s procedural flexibility.  

91. An accounting of profits did not originate as an equitable remedy for an equitable wrong. 

The remedy’s origins are from the thirteenth century as a common law form of action.101 However, 

it came to be used to recover funds or property involving a broader set of relationships. 

Unfortunately, the divide between the court of law and equity created significant procedural 

complexities. Juries (available only at common law) determined the defendant’s entitlement to an 

account, including defences at law, but auditors (available only in Chancery) determined the 

quantum owing and other defences. This dynamic produced a back-and-forth that turned an 

accounting into “a tedious and troublesome action.”102 

92. Chancery’s procedures adapted more favourably to managing accounts of profit than the 

common law courts. Its judges had the power to subpoena and order document production through 

discovery, and the ability to appoint Masters to review accounts. In contrast, common law courts 

left fact finding to juries, which were ill-suited to reviewing complicated accounts.103  

93. By the mid-eighteenth century, the courts of common law and equity had developed 

concurrent jurisdiction over an account of profits. When suitors sought to vindicate an equitable 

 
100 See e.g., FCA Reasons, paras. 24-26, AR, Vol. I, Tab 5, pp. 193-194. 
101 S.J. Stoljar, “The Transformations of Account,” (1964) 80 LQR 203, pp. 203-204, ABOA, Tab 
17. 
102 S.J. Stoljar, “The Transformations of Account,” (1964) 80 LQR 203, pp. 214-215, ABOA, Tab 
17. 
103 Justin Gleason SC & James Watson, “Account of Profits, Contracts and Equity” (2005) 79 Aus. 
L.J. 676, p. 680, ABOA, Tab 11; J.D. Heydon, M.J. Leeming & P.G. Turner, Meagher, Gummow 
& Lehane’s Equity: Doctrines & Remedies, 5th edition (Australia: LexisNexis Butterworths, 2015), 
26-020, footnote 19, ABOA, Tab 13. 
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wrong, including issues related to trustees and equitable obligations, they turned to Chancery for 

a decree of accounting.104 But equity also began to aid in the vindication of common law rights, 

especially when dealing with complex accounts, where the procedural advantages of Chancery 

could better handle the intricacies of a case of that nature.105 Because common law accounting was 

inefficient and cumbersome, it was “overtaken by the more efficient equitable account.” 106  

Patent Act creates procedural efficiencies by incorporating new remedies  

94. In the context of this history, Parliament at Westminster introduced sweeping changes to 

patent law, including to the remedies for infringement. Prior to 1852, although the Patent Act 

created an action at common law, only Chancery had the key procedural tools available to help 

protect those rights.107 The 1852 Patent Law Amendment Act resolved the uncertainty arising from 

this division by allowing the English common law courts to grant orders for an injunction and an 

account. Section 42 provided:  

In any Action in any of Her Majesty’s Superior Courts of Record at Westminster 
and in Dublin for the infringement of Letters Patent it shall be lawful for the Court 
in which such Action is pending, if the Court be then sitting, or if the Court be not 
sitting then for a Judge of such Court, on the Application of the Plaintiff or the 
Defendant respectively, to make such Order for an Injunction, Inspection, and 
Account, and the Proceedings therein respectively, as to such Court of Judge may 
seem fit.108 

95. This section empowered the common law courts to adopt equitable procedure for the 

purpose of resolving legal rights. As one commentator explained in an 1853 practice guide, 

“Courts of common law, in dealing with questions of injunction, inspection, and account, will 

 
104 J.D. Heydon, M.J. Leeming & P.G. Turner, Meagher, Gummow & Lehane’s Equity: Doctrines 
& Remedies, 5th edition (Chatsworth, Australia: LexisNexis Butterworths, 2015), para. 26-015, 
ABOA, Tab 13. 
105 S.J. Stoljar, “The Transformations of Account,” (1964) 80 LQR 203, pp. 221-222, ABOA, Tab 
17; J.D. Heydon, M.J. Leeming & P.G. Turner, Meagher, Gummow & Lehane’s Equity: Doctrines 
& Remedies, 5th edition (Australia: LexisNexis Butterworths, 2015), paras. 26-025, 26-070, 
ABOA, Tab 13. 
106 Katy Barnett, Accounting for Profit for Breach of Contract: Theory and Practice (Oxford: Hart 
Publishing, 2012), p. 188, ABOA, Tab 8.  
107 Richard Godson, A Practical Treatise on the Law of Patents for Inventions and of Copyright: 
A Supplement (London: Saunders and Benning, 1832), pp. 183-184, ABOA, Tab 12. 
108 Patent Law Amendment Act (1852), 15 & 16 Vict., c. 83 (U.K.) (emphasis added). 

https://patentlyo.com/media/2017/08/PL-Amendment-Act-15-16-Victoria-c.83-1852.pdf


26 

 

probably regulate their practice by that which has hitherto been the practice of the Court of 

Chancery.”109  

96. Thus, the “equitable” origin of an account of profits for patent infringement does not come 

from any substantive equitable obligations, unlike in the law of fiduciary duty. Rather, it comes 

from the procedural advantages of proceeding in Chancery.  

The profits remedy in Canada  

97. When Canada’s Parliament first introduced the remedies of injunction and account in the 

1869 Patent Act, the language used was almost identical to the comparable section in the English 

legislation.110 Section 24 read: 

An action for the infringement of a Patent may be brought before any Court of 
Record having jurisdiction to the amount of damages asked for and having its 
sittings within the Province in which the infringement is said to have taken place… 
n [sic] any action for the infringement of a Patent, the Court, if sitting or any Judge 
thereof in Chambers if the Court be not sitting may, on the application of the 
plaintiff or defendant respectively, make such order for an injunction, restraining 
the opposite party from further use, manufacture or sale of the subject matter of the 
patent, and or for inspection or account, and respecting the same and the 
proceedings in the action, as the Court of Judge may see fit…111  

98. Although Canada’s Patent Act has been amended many times since 1869, changes to the 

remedies section have been only cosmetic: the right to compensatory damages for the patentee is 

now set out in one section (s. 55), and the remedies relating to maintaining or restoring the 

infringer’s position are set out in another (s. 57). This support’s Nova’s submission that an 

accounting should not put the infringer in a worse position than it would have been in had an 

injunction issued prior to infringement. 

 
109 John Paxton Norman, A Treatise on the Law and Practice Relating to Letters Patent for 
Inventions (London: Butterworths, 1853), pp. 190-191, ABOA, Tab 14. 
110 J.M. Voith GmbH v. Beloit Corp., [1997] 3 F.C. 497, paras. 102-104 (Fed. C.A.) (WL), ABOA, 
Tab 5. 
111 Patent Act (1869), 32, 33 Vic, c. 11, Can. (emphasis added), ABOA, Tab 20. 
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A simplified approach to causation corrects the errors of the courts below 

99. The Court of Appeal misapprehended the purpose of the patent system and the history of 

the profits remedy and over-emphasized the role of deterrence. The new framework it provided is 

not workable, since it both precludes hypotheticals and requires consideration of a “non-infringing 

baseline.” It borrows and repurposes the concept of the “non-infringing alternative” that is only 

suited for the damages remedy, without acknowledging the key differences. Most importantly, it 

fails to implement the fundamental principle of an accounting for patent infringement: the award 

must be limited to the profits caused by the defendant’s infringement.  

100. Fortunately, correcting these errors does not require this Court to break new ground. It has 

already articulated a workable and fair approach: the differential profits rule from Schmeiser. This 

approach appropriately uses but for causation to ask what the infringer would have done if it had 

not infringed. This ensures that the patentee receives a remedy that reflects – but does not exceed 

– the scope of its monopoly.  

101. A three-step approach will put the infringer in the position it would have been in had it not 

infringed:112 

(a) Calculate the infringer’s total profits earned from its infringement; 

(b) Calculate the profits the infringer would have hypothetically made using the “best 

non-infringing option” had it not infringed; and  

(c) Calculate the difference; that is the amount of the profits caused by the 

infringement, to which the patentee is entitled.  

102. Constructing a hypothetical world to determine factual causation is hardly novel. Courts 

do it all the time to determine damages.113  

 
112 See Norman Siebrasse, “Nova v Dow: A Radical Departure from Established Law,” (6 October 
2020), online (blog), accessible here: Sufficient Description. 
113 See e.g., Clements v. Clements, 2012 SCC 32, para. 8; Athey v. Leonati, [1996] 3 S.C.R. 458, 
para. 14; Apotex Inc. v. Merck & Co., Inc., 2015 FCA 171, para. 45. 
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103. The three-step approach simplifies the profits remedy overall, as it can be applied to a 

variety of different infringement scenarios. It subsumes the traditional apportionment analysis 

applied to infringing components. For example, “[i]f a patented brake is sold as part of a car, the 

patentee is not entitled to all of the profits generated from the sale of the car.”114 Typically, a court 

would apportion and award only those profits attributable to the infringing brake, and leave the 

profits earned from the car. The differential profits approach will usually do this work, since the 

profit attributable to the infringing brake is the difference between the infringer’s real-world profits 

and what it would have made on sales of cars with a non-infringing brake.115  

Court of Appeal’s critiques of Schmeiser are unpersuasive 

104. The majority in the Court of Appeal rejected the Schmeiser approach through three 

critiques of but for, hypothetical causation, but they are not persuasive. First, it suggested that the 

“but for” analysis could lead an infringer to argue that had it not infringed, it would have made 

lucrative gains through “investments in emerging tech companies.”116 On this logic, “the infringer 

would not have to disgorge anything because using the infringing product was actually detrimental 

to the infringer’s overall profitability.”117 

105. This “slippery-slope” style of argument is largely speculative. It is easily addressed with a 

burden of proof and the ordinary rules of evidence required to discharge it. The infringer will need 

to prove what it would have done had it not infringed. Fanciful alternative options will not pass 

muster; only alternatives that were objectively viable at the given time based on the evidence will 

be considered.118 The Federal Court of Appeal has well-established principles for building a 

 
114 FCA Reasons, para. 47, AR, Vol. I, Tab 5, p. 201, citing Dart Industries Inc v. Decor 
Corporation Pty Ltd, [1993] HCA 54 (Aust. H.C.). 
115 Notably, extending the Court of Appeal’s no “but for” approach to such a scenario, assuming 

the profit associated with the brake alone was not readily discernable, the infringer could only 

retain its non-infringing profits if it was also in fact producing and selling cars with no infringing 

brake (i.e., had a real-world “non-infringing baseline”).  
116 FCA Reasons, para. 70, AR, Vol. I, Tab 5, p. 210. 
117 FCA Reasons, para. 69, AR, Vol. I, Tab 5, pp. 209-210. 
118 Apotex Inc. v. Eli Lilly and Company, 2018 FCA 217, paras. 72-73; Norman Siebrasse, 
“Constructing the “But For” World Is Not a Purely Subjective Inquiry,” (13 October 2020), online 
(blog), accessible here: Sufficient Description. 
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hypothetical world that prevent an infringer from relying on unrealistic alternatives.119 Moreover, 

this concern does not even arise in this case. The reference judge expressly found that Nova would 

have used its ethylene to earn profits on other non-infringing products if it had not infringed. This 

finding was not challenged on appeal.  

106.  Second, the Court of Appeal suggests that but for causation leaves the infringer with no 

downside risk since “at a minimum, [the infringer] will do no worse than earning the hypothetical 

profits it would have made had it acted legally.”120 But this is exactly the point of the accounting 

remedy – it puts the infringer in the position it would have been in had it not infringed. It is not 

supposed to do more. Sometimes, as in Schmeiser, profits awards may be zero. Of course, a 

patentee can always elect to recover its own damages instead of the infringer’s profits to recoup 

its own losses from the infringement if that is more advantageous. 

107. Third, the Court of Appeal relies on the maxim that “one must take the infringer as one 

finds them” to explain why a defendant’s hypothetical alternative courses of action are 

irrelevant.121 However, a but for analysis is not inconsistent with this concept. It merely requires 

determining what the infringer – as one finds them – would have done in the hypothetical world. 

For example, if the infringer earns extremely high profits by making the patented product very 

efficiently, those profits will be captured and awarded using the simplified approach. However, if 

the infringer’s efficiencies are related to a non-infringing component of the product, and the 

infringer can use those efficiencies to make profits without infringing, they should not be 

disgorged, since they are not causally attributable to the infringement. 

Application: Nova’s ethylene profits should be deducted 

108. In applying the accounting of profits remedy, this Court should put Nova in the position it 

would have been in had it not infringed. The three-step approach achieves this goal.  

109. In this case, there is no dispute that Nova would have earned its ethylene profits even if it 

had not infringed. This is clear from both what happened in the real world and the reference judge’s 

 
119 Apotex Inc. v. Eli Lilly and Company, 2018 FCA 217, para. 52. 
120 FCA Reasons, para. 96, AR, Vol. I, Tab 5, pp. 217-218. 
121 FCA Reasons, para. 67, AR, Vol. I, Tab 5, p. 209. 
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findings of fact.122 As Justice Woods recognized, “the production of ethylene was a non-infringing 

element which contributed to the value” of the infringing product.123 

110. Before Nova infringed, it already had available to it valuable ethylene that it could turn 

into several other finished products. It used some of this ethylene to make infringing polyethylene. 

It then earned profits on that polyethylene. Those total profits – which consist of profit earned 

making ethylene and making polyethylene – are captured by step one of the three-part analysis.  

111. The second step requires the court to consider what Nova could have and would have done 

had it not taken a portion of its ethylene and produced infringing polyethylene. The reference judge 

answered this question directly. He found that had Nova not infringed, it would have, at a 

minimum, (1) used all of that ethylene to produce non-infringing polyethylene grades (such as pail 

and crate) and (2) would have sold those products within North America or to Asian markets.124  

112. Thus, had Nova not infringed, it would have made profits from the sale of non-infringing 

polyethylene. These non-infringing grades would have been produced using the very same 

molecules of ethylene that were used to produce the infringing grades, and Nova would have 

obtained the very same profits on ethylene from making and selling its non-infringing products as 

it obtained from selling the infringing products.  

113. The third step is to deduct the profits that Nova would have earned from the profits that it 

did earn. In this case, Nova seeks a deduction of the profits on ethylene Nova would have earned 

from its non-infringing sales. In principle, Nova should be entitled to deduct all of the profits that 

it would have made selling non-infringing polyethylene products if it had not infringed. But Nova 

acknowledges that those non-infringing polyethylene profits cannot be quantified on the current 

record. However, there is ample evidence of Nova’s ethylene profits.125 

 
122 FC Reasons, paras. 157-158, AR, Vol. I, Tab 1, pp. 60-61. 
123 FCA Reasons, para. 200, AR, Vol. I, Tab 5, p. 248. 
124 FC Reasons, para. 158, AR, Vol. I, Tab 1, pp. 60-61. 
125 Particularly given the reference judge’s finding that at a minimum Nova would have sold its 

lowest-margin “pail and crate” polyethylene. See also Extract from Nova Chemical Corporation’s 
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114. This approach fulfills the purpose of the accounting remedy. But it properly stops short of 

confiscating profits that Nova made from its non-infringing ethylene. It is therefore consistent with 

this Court’s decision in Schmeiser and the jurisprudence that preceded it. 

Errors granting or calculating springboard profits 

115. The courts below also awarded Dow the profits that Nova earned for a period of time after 

the patent expired on a theory that its infringement provided a “springboard” into the market. Both 

the reference judge and the Court of Appeal erred in doing so, although their errors were somewhat 

different.  

116. Prior to the reference judge’s decision, no Canadian court had ever awarded post-expiry 

profits in an accounting. The reference judge justified his award through a novel application of 

“but for” causation, reasoning that Nova’s level of sales on the date of patent expiry were a result 

of its pre-expiry infringement. Thus, he held that Nova should disgorge all profits beyond what it 

would have earned during its hypothetical sales “ramp-up” had it not infringed. Although he 

embraced the “but for” approach, he failed to account for his own findings about the profit that 

Nova would have earned on ethylene in that hypothetical world.  

117. The Court of Appeal failed to properly consider whether “post-expiry” profits had any 

basis in Canadian law at all. Instead, it briefly concluding that the award was generally consistent 

with the principles of an accounting as it had articulated them, again relying on the aims of 

deterrence and “vindication”. This was in itself an error. Then, the Court of Appeal surprisingly 

upheld the reference judge’s award as an application of the “causation principle”, even though the 

entire analysis violates the majority’s prohibition on hypotheticals. Prohibiting but for reasoning 

for pre-expiry profits, then relying on it for post-expiry profits is inconsistent and unjust. If 

hypothetical reasoning is not allowed, then “springboard” profits cannot be awarded.  

118. On the other hand, if this Court permits reliance on “but for” causation in an accounting, 

as Nova asks it to do, it should consider whether that reasoning can extend beyond patent expiry 

 
Closing Submissions in Federal Court File No. T 2051-10, dated January 9, 2017, paras. 108-111, 

AR, Vol. III, Tab 23, pp. 200-201. 
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to justify an unprecedented award of post-expiry profits. Nova submits it conflicts with the time-

limited nature of patent monopolies and the purpose of the accounting remedy.  

119. In the alternative, at a minimum, the causation question applied in any post-expiry period 

should be subject to the same three-step approach detailed above. The profits that Nova would 

have earned without infringing during the “ramp-up” period should be deducted.  

Springboard profits rely on “but for” reasoning 

120. Springboard profits clearly rely on a hypothetical “but for” analysis.126 The reference judge 

compared what Nova actually sold during the “ramp-up” period to what it would have sold in the 

hypothetical world where it never infringed and had to start competing when the patent expired.  

121. This comparative approach directly contradicts the majority’s prohibition on 

“impermissible hypothetical, ‘but for’ reasoning” in the accounting of profits analysis.127 On the 

majority’s view of the accounting remedy, the court’s concern must be only on “actual revenues” 

and “actual profits.”128 This is inconsistent with an award of springboard profits, which can only 

be established by looking to the world where the infringement did not occur.   

122. If hypothetical worlds are inconsistent with calculating pre-expiry products, they cannot 

be used for post-expiry profits. Allowing the patentee to have it both ways is punitive, as it puts 

the infringer in a worse position than it would have been in had it not infringed.   

123. If this Court accepts Nova’s suggested three-step framework and permits the use of 

hypothetical causation analysis to properly assess the profits attributable to the infringement, then 

the “springboard profits” awarded by the Courts below may be logically consistent. However, that 

does not mean it is legally permissible, as it is inconsistent with the purpose and scheme of the 

Patent Act (and the accounting remedy) and has no previous support in Canadian law.  

 
126 FC Reasons, para. 124, AR, Vol. I, Tab 1, p. 49. 
127 FCA Reasons, para. 65, AR, Vol. I, Tab 5, p. 208. 
128 FCA Reasons, paras. 37, 67, AR, Vol. I, Tab 5, pp. 198, 209. 
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No basis in Canadian law for “springboard profits” 

124. A patent provides a time-limited monopoly over the patented product. Awarding post-

expiry profits on a “springboard” theory extends the monopoly beyond the limit set by the Patent 

Act, ostensibly to recognize a hypothetical “ramp-up” period (i.e., the period of time that it would 

have taken the infringer to realise the same level of sales had it not infringed). Before this case, no 

Canadian court had ever awarded post-expiry profits on such a theory; the courts below relied on 

a preliminary motion decision from the Scottish Court of Session.129  

125. The Patent Act and common law permit a patentee to elect between collecting its damages 

and collecting the infringer’s profits. By electing an accounting of profits, Dow chose to obtain all 

of the profits earned by Nova as a result of its infringement during the life of the 705 Patent. 

However, such an accounting must end when the patent expires; after expiry, there are no 

infringing sales to account for. A patentee is not entitled to protect its monopoly after the patent 

has expired.130  

126. This case illustrates the problems with post-expiry awards. Nova ramped up its sales in 

2002, prior to the issuance of the 705 Patent.131 Thus, the profits that Dow received for sales during 

the infringement period already included the benefit of that ramp-up period as well as the profits 

earned during the ramp up itself (which were the subject of a pre-patent royalty). It extends Dow’s 

monopoly and overcompensates it to pretend that this ramp up would have happened again 2014, 

when the patent expired. 

Alternatively, if springboard profits are permitted, non-infringing profits should be 
deducted  

127. If this Court concludes that springboard profits are permissible, they must be awarded in a 

manner consistent with the overall aim of the remedy. They must still place the infringer in the 

 
129 Bayer Cropscience KK v. Charles River Laboratories Preclinical Services Edinburgh Ltd. & 
Albaugh Inc., [2010] CSOH 158 (Scott. C. Sess.). 
130 Cutter Ltd. v. Baxter Travenol Laboratories of Canada, Ltd. (1980), 47 C.P.R. (2d) 53, para. 
11 (Fed. C.A.), ABOA, Tab 2.  
131 Dow has also been awarded damages in the form of a reasonable royalty for the pre-issuance 

period, which includes the actual ramp-up period, pursuant to section 55(2) of the Patent Act, 

R.S.C. 1985, c. P-4. See FC Reasons, paras. 16, 64, AR, Vol. I, Tab 1, pp. 6, 30. 

https://www.scotcourts.gov.uk/search-judgments/judgment?id=385886a6-8980-69d2-b500-ff0000d74aa7
https://nextcanada.westlaw.com/Document/I10b717cf620463f0e0440003ba0d6c6d/View/FullText.html?transitionType=Default&contextData=(sc.Default)&VR=3.0&RS=cblt1.0
https://canlii.ca/t/7vkn#sec55
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position it would have been in if it had not infringed. The reference judge and the Court of Appeal 

both failed to apply this principle by failing to deduct the profits that Nova would have earned on 

ethylene following the expiry of the 705 Patent.  

128. The reference judge concluded that had Nova never infringed the patent, it would have 

only started selling the relevant infringing products once the patent expired. Thus, there would 

have been a substantial “ramp-up period” of 20 months in the hypothetical world for Nova to reach 

the levels of sales that it enjoyed by that date in the real world. He therefore ordered that Nova 

disgorge to Dow the difference between its actual profits on the relevant infringing products during 

that period, and the amount it would have earned over the same period if it had had to “ramp up” 

from zero. 

129. However, this calculation contains a serious error. It incorrectly assumes that while Nova 

was notionally ramping up its production of SURPASS, its ethylene and polyethylene plant 

capacity would have been unused. This is contrary to the reference judge’s finding that this 

capacity would have been filled.132 At a minimum, Nova would always have made at least its 

profits on ethylene through the sale of non-infringing polyethylene like “pail and crate.”  

130. The Federal Court of Appeal dismissed this concern because, like in the pre-expiry profits 

calculation, it branded this deduction as the product of impermissible, hypothetical reasoning.133 

This ignores the fact that springboard profits will always rely on hypotheticals. There is no other 

way to calculate them. 

131. If this Court adopts the “but for” approach to causation, it must be applied consistently. 

Since what is being assessed during the 20-month “springboard period” are the profits made “but 

for” the infringement, this Court again should deduct from Dow’s award the profits that Nova 

would have earned on ethylene through its sales of non-infringing products during the same period 

in the hypothetical scenario.  

 
132 FC Reasons, para. 158, AR, Vol. I, Tab 1, pp. 60-61. 
133 FCA Reasons, paras. 140-141, AR, Vol. I, Tab 5, p. 231. 
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PART IV – SUBMISSIONS WITH RESPECT TO COSTS 

132. Nova submits that costs should follow the event. If the appeal is successful, Nova seeks 

costs in this Court and the Federal Court of Appeal.  

133. If successful in this Court, Nova also seeks a reduction of the legal fees payable by Nova 

to Dow in the Federal Court reference proceeding. Nova submits that these costs ought to be 

reduced by an amount that is proportional to any reduction in the overall profits awarded to Dow 

by this Court (i.e., a 25% reduction in Dow’s award should be accompanied by a 25% reduction 

in the costs previously paid). 

PART V – ORDER SOUGHT 

134. Nova seeks an order: 

(a) allowing the appeal; 

(b) ordering that Dow is not entitled to any accounting for profits earned after the 

expiry of the 705 Patent and that the amount of such profits previously awarded be 

returned to Nova; 

(c) ordering that the profits award be re-calculated by deducting the profits Nova 

earned on ethylene, i.e., the difference between the cost of ethylene and its average 

market price in any month (including during the infringement period and, to the 

extent that they are awarded, during the post-expiry period); 

(d) ordering that if the parties cannot agree on the amount referred to in (b), or on the 

calculation referred to in (c), that these matters be remanded to the Federal Court 

for determination; and  

(e) granting Nova its costs of this appeal and the proceedings below as set out in Part 

IV, above.  
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PART VI – SUBMISSIONS ON CONFIDENTIAL INFORMATION 

135. A protective order covering the parties’ confidential documents and information is in place 

in these proceedings.134 Although this factum cites to confidential materials included in Nova’s 

appeal record, none of the information in this factum is itself confidential. The only confidential 

information in Nova’s appeal record is marked as confidential and is redacted in the public version 

of the record.135   Nova submits that the confidential information as marked in the appeal record 

should not form any part of the Court’s reasons, if any, on the appeal. 

August 16, 2021 ALL OF WHICH IS RESPECTFULLY SUBMITTED 

  

 Sheila R. Block  

 Andrew Bernstein 

 Nicole Mantini 

 Jonathan Silver 

 Torys LLP, Counsel for the Appellant, 
NOVA Chemicals Corporation 

 

 
134 Protective Order of Prothonotary Milczynski, dated June 21, 2011, AR, Vol. II, Tab 7, p. 1; 
Order of Prothonotary Milczynski, dated March 11, 2013, AR, Vol. II, Tab 8, p. 17. 

135 The confidential materials in the record are in the following tabs: Tabs 1, 2, 21, and 23.  
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