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PART I – STATEMENT OF FACTS 

A. Overview  

1. Remedies should only diverge when animated by different policy objectives.1  The below 

decision of the majority of the Federal Court of Appeal (“FCA”) acknowledges that, in the Patent 

Act, the alternative remedies of damages or an accounting of profits serve the same policy 

objective:  to neither undercut nor extend the “patent bargain” by ensuring that a patentee’s right to 

exclusivity is protected and vindicated by an adequate remedy for infringement, without punishing 

an infringer.2  The difficulty is that, after a productive decade spent unifying the remedies for patent 

infringement in cases involving members of the Canadian Generic Pharmaceutical Association 

(“CGPA”), the below decision tears them apart. 

2. The genesis of the FCA’s error below is the failure to appreciate that the two alternative 

remedies cannot be analyzed in isolation.  As previously recognized by the FCA, identifying the 

shortcomings in an award of damages and designing a framework for the assessment of damages to 

guard against those shortcomings, without considering the availability of an accounting of profits, 

would necessarily result in an imperfect framework that overcompensates patentees.3  Identifying 

the shortcomings in an award of an accounting of profits and designing a framework for the 

assessment of an accounting of profits to guard against those shortcomings, without considering the 

availability of damages, would likewise necessarily result in an imperfect framework that causes 

infringers to over-account.  The latter is what occurred in the below decision. 

3. The below decision correctly recognizes that, in circumstances where an infringer’s profits 

caused by infringement exceed a patentee’s losses caused by infringement, the remedy of an 

accounting of profits can play an important role in protecting the “patent bargain” by 

disincentivizing what would otherwise be economically rational infringement.4  The below decision 

fails to appreciate that, in circumstances where a patentee’s losses caused by infringement exceed 

                                                 
1 Canson Enterprises v. Boughton, [1991] 3 S.C.R. 534 at 586-587. 
2 Nova v. Dow, 2020 FCA 141 ¶10-11, 13-20, 23, 27-29 and 33-34. 
3 Apotex v. Merck, 2015 FCA 171 ¶71. 
4 Nova v. Dow, 2020 FCA 141 ¶17-19. 

https://www.canlii.org/en/ca/scc/doc/1991/1991canlii52/1991canlii52.pdf
https://canlii.ca/t/j9p4m
https://canlii.ca/t/gkd9m
https://canlii.ca/t/j9p4m
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an infringer’s profits caused by infringement, as may be the case here, the remedy of damages 

exists to disincentivize what would otherwise be economically rational infringement.  In all 

circumstances, the “patent bargain” is honoured and protected by the alternative remedies offered 

by the Patent Act. 

4. The principal concern articulated by the below decision is that, if an infringer is permitted 

to argue that, in the absence of infringement, it could have engaged in hypothetical non-infringing 

behaviour that would have earned it a substantial profit by not directly competing with a patentee, 

then it could use that hypothetical profit to reduce the profits for which it must account.  This, 

according to the below decision, incentivizes infringement by creating a free option to infringe.   

5. The below decision fails to recognize that the Patent Act prevents this free option because it 

offers a patentee the right to seek damages.  If an infringer argues that, in the absence of 

infringement, it would have abandoned competing with a patentee, then a patentee would seek 

damages and argue that, in the absence of infringement, each and every infringing sale would have 

been made by it.  A potential infringer, knowing this remedy is available to a patentee, will never 

be incentivized to infringe. 

6. Consistent with the body of law of the FCA that its members helped to develop, the CGPA 

proposes a framework for the assessment of an accounting of profits, which is consistent with the 

general law regarding awards of non-punitive remedies: 

(a) As now, to ensure that a patentee makes a fully-informed election as between damages and 

an accounting of profits, the parties exchange pleadings (or statements of issues) 

delineating, among other things, their allegations as to the (hypothetical) positions of the 

parties in the absence of infringement (i.e., in the “but-for” world); 

(b) As now, to ensure that a patentee has a grasp of the financial consequences of electing as 

between damages and an accounting of profits, the parties proceed through documentary 

and oral discovery and amend their pleadings (or statements of issues) as necessary; 

(c) As now, before the exchange of expert reports, a patentee makes its election as between 

damages and an accounting of profits; 
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(d) The parties proceed to trial, where the principal task of the trial judge is to determine the 

(hypothetical) positions of the parties in the absence of infringement (i.e., in the “but-for” 

world), applying an appropriate burden of proof to weed out “speculative” hypotheticals in 

favour of “real and substantial” possibilities; 

(e) Where a patentee has elected an accounting of profits, the trial judge compares an 

infringer’s profits in the real world to its profits in the but-for world and awards the 

difference to a patentee.   

7. Apart from applying an appropriate burden of proof, there should be no restrictions on the 

hypothetical non-infringing behaviour of an infringer in the but-for world.  As “patentees must take 

their infringers as they find them”, if a given infringer is adaptable and resourceful and capable of 

earning some or all profits without infringing, then infringement was not a necessary cause of some 

or all of its real world profits and there is no need to account for them.5   

PART II – CGPA’S POSITIONS REGARDING QUESTIONS IN ISSUE 

8. The CGPA’s positions regarding the two issues raised by Nova’s appeal are as follows: 

(a) Did the FCA err in law by failing to apportion Nova’s ethylene profits from the award to 

Dow?  Yes, because all hypothetical non-infringing behaviour and all hypothetical profits 

earned from that behaviour are relevant to the assessment of an accounting of profits. 

(b) Did the FCA err in law in upholding the award to Dow of “springboard profits” earned on 

products made and sold after the patent expired?  Yes, because the FCA failed to account 

for the hypothetical ethylene profits earned by Nova in the but-for world. 

PART III – STATEMENT OF ARGUMENT 

A. Jurisprudence regarding patent remedies before a defendant’s hypothetical non-
infringing behaviour could be lawfully considered 

9. Before 2010, the jurisprudence of the Federal Court (“FC”) and FCA was clear that, for 

                                                 
5 Monsanto v. Schmeiser, 2004 SCC 34 ¶101 and 103-104. 

https://canlii.ca/t/1h3pt
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purposes of both damages and an accounting of profits, the hypothetical non-infringing behaviour 

of an infringer was irrelevant. 

10. In Wellcome Foundation v. Apotex, in the context of an accounting of profits, the FCA 

rejected the legal relevance of hypothetical non-infringing behaviour.  A CGPA member, Apotex 

Inc. (“Apotex”), argued that, in the absence of making its Apo-Sulfatrim tablets with an active 

ingredient made using an infringing process, it could have made the same tablets with the same 

active ingredient made using a non-infringing process and earned the same profit, meaning that 

there were no profits causally attributable to infringement.6  While the FCA adverted to causation 

and the apportionment of profits flowing from the infringement (as opposed to profits flowing from 

the use of a second non-infringing active ingredient in Apotex’s tablets) in other aspects of its 

decision,7 the FCA nevertheless determined that Apotex’s argument based on hypothetical non-

infringing behaviour was “unsound in law” and that it would incentivize infringement.8 

11.  In Domco and Jay-Lor, in the context of damages, the FC similarly rejected the legal 

relevance of hypothetical non-infringing behaviour.  Relying on the House of Lords’ decision from 

1888 in United Horse-Shoe and Nail Co.,9 in each case, the FC determined that “[i]t is irrelevant 

whether the defendant could have damaged the plaintiff just as much if instead of infringing he had 

taken steps to avoid the claims of the patent”.10 

B. Monsanto and the resulting principled jurisprudence of the FCA 

12. In 2004, in Monsanto, this Court collected the rigorous principles of causation developed in 

the context of other non-punitive remedies, including the “but-for” test, and applied them to the 

remedy of an accounting of profits for patent infringement.  This Court specifically recognized that 

the patentee is “only entitled to that portion of the infringer’s profit which is causally attributable to 

the invention” and found that “[t]his is consistent with the general law on awarding non-punitive 

                                                 
6 Wellcome Foundation v. Apotex, [2001] 2 F.C. 618 ¶15-16 (FCA). 
7 Wellcome Foundation v. Apotex, [2001] 2 F.C. 618 ¶40-43 (FCA). 
8 Wellcome Foundation v. Apotex, [2001] 2 F.C. 618 ¶19-20 (FCA). 
9 United Horse-Shoe and Nail Co. v. John Stewart & Co. (1888), 5 R.P.C. 260 (HL). 
10 Domco v. Armstrong Cork, (1983) 76 C.P.R. (2d) 70 at 73-74 (FC Proth.), var’d (1986), 10 
C.P.R. (2d) 53 (FC); Jay-Lor v. Penta Farm, 2007 FC 358 ¶115-116. 

https://canlii.ca/t/4jm1
https://canlii.ca/t/4jm1
https://canlii.ca/t/4jm1
https://www.bailii.org/uk/cases/UKHL/1888/25SLR0447.html
https://canlii.ca/t/1rhsp
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remedies” where “[i]t is essential that the losses made good are only those which, on a common 

sense view of causation, were caused by the breach”.11 

13. In providing guidance regarding the assessment of causation in the context of an accounting 

of profits, this Court pointed to its prior decisions in Canson12 and Cadbury Schweppes,13 wherein 

it rigorously applied the “but-for” test to determine the hypothetical position of the parties in the 

absence of the wrong.14  This Court’s decision in Cadbury Schweppes was particularly instructive 

as it required the Court to consider a hypothetical but-for world in which the defendant did not 

improperly appropriate the trade secrets of the plaintiff (i.e., the recipe for Clamato juice).  Rather 

than deeming that, in the absence of the wrong, the defendant would not have competed with the 

plaintiff in the market for tomato-based drinks, this Court endorsed the construction of a 

hypothetical but-for world in which the defendant would have taken twelve months to 

independently develop its own tomato-based drink and then lawfully competed with the plaintiff.   

14. Applying those causation principles to the accounting of profits remedy,15 this Court 

determined that, in the absence of infringement, Mr. Schmeiser would have planted ordinary canola 

as there was no herbicide-resistant alternative to the infringing Roundup Ready canola.  Finding 

that Mr. Schmeiser’s real world “profits were precisely what they would have been had [he] planted 

and harvested ordinary canola”, this Court concluded that none of Mr. Schmeiser’s profit was 

caused by infringement and that Monsanto was “entitled to nothing on their claim of account”.16 

15. When a CGPA member company attempted to apply this rigorous approach to causation to 

the assessment of damages for patent infringement, it met considerable resistance at the FC.  In 

proceedings involving the drug lovastatin, Apotex defended on the basis that, in the absence of 

infringing Merck’s process patent, it would have competed with Merck by making and selling 

                                                 
11 Monsanto v. Schmeiser, 2004 SCC 34 ¶101. 
12 Canson Enterprises v. Boughton & Co., [1991] 3 S.C.R. 534 (SCC). 
13 Cadbury Schweppes Inc. v. FBI Foods Ltd., [1999] 1 S.C.R. 142 (SCC). 
14 Canson Enterprises v. Boughton & Co., [1991] 3 S.C.R. 534 at 555-557 (SCC); Cadbury 
Schweppes Inc. v. FBI Foods Ltd., [1999] 1 S.C.R. 142 ¶48, 51, 61, 73-74, 87, 90, 93-100 (SCC). 
15 Monsanto v. Schmeiser, 2004 SCC 34 ¶102-103. 
16 Monsanto v. Schmeiser, 2004 SCC 34 ¶104-105. 

https://canlii.ca/t/1h3pt
https://www.canlii.org/en/ca/scc/doc/1991/1991canlii52/1991canlii52.pdf
https://canlii.ca/t/1fqmw
https://www.canlii.org/en/ca/scc/doc/1991/1991canlii52/1991canlii52.pdf
https://canlii.ca/t/1fqmw
https://canlii.ca/t/1h3pt
https://canlii.ca/t/1h3pt
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lovastatin using a non-infringing process.  The plea was initially struck and only saved on an appeal 

where the motions judge nevertheless described the defence as “fac[ing] formidable obstacles to 

success” and “inherent logical difficulty”.17  When the matter went to trial, the trial judge 

thoroughly rejected the defence as a matter of law, finding that it would result in inadequate 

compensation to a patentee, “judicial sanction” of infringement and an incentive to infringe.18 

16. Similarly, in proceedings involving the drug cefaclor, Apotex defended on the basis that, in 

the absence of infringing Eli Lilly’s process patent, it would have competed with Eli Lilly by 

making and selling cefaclor using a non-infringing process.  The trial judge thoroughly rejected the 

defence, finding that it “permits the wrong-doer to escape all responsibility for its conduct”.19  

17. In 2015, when the lovastatin proceeding made its way to the FCA, everything changed.  

Following this Court’s decision in Monsanto, the FCA noted that it is “settled law that a patentee is 

only entitled to that portion of the infringer’s profit that was causally attributable to the invention”, 

which “requires a comparison between the infringer’s real world profit and what his profit would 

have been had he not infringed”.20  The FCA recognized that “the significance of Monsanto is that 

if a court may consider a defendant’s resort to a non-infringing alternative when calculating the 

infringer’s profit, there is no reason in principle to ignore such conduct when calculating the 

patentee’s lost sales”.21   

18. The FCA determined that, to neither overcompensate nor undercompensate a patentee, a 

rigorous assessment of causation must be completed through the creation of a “but for” world in 

which infringement is eliminated but the hypothetical non-infringing behaviour of a defendant is 

considered.22  In the words of the FCA, “[a] fair and accurate reconstruction of the “but for” world 

must also take into account relevant, alternative actions an infringer foreseeably could and would 

                                                 
17 Merck v. Apotex, 2012 FC 454 ¶31. 
18 Merck v. Apotex, 2013 FC 751 ¶113-121. 
19 Eli Lilly v. Apotex, 2014 FC 1254 ¶35. 
20 Apotex v. Merck, 2015 FCA 171 ¶59. 
21 Apotex v. Merck, 2015 FCA 171 ¶60. 
22 Apotex v. Merck, 2015 FCA 171 ¶38-72. 

https://canlii.ca/t/fr181
https://canlii.ca/t/fzq81
https://canlii.ca/t/gggr5
https://canlii.ca/t/gkd9m
https://canlii.ca/t/gkd9m
https://canlii.ca/t/gkd9m
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have undertaken had he not infringed”.23  Regarding the trial judge’s concerns relating to 

incentivizing infringement, the FCA determined that “the availability of other remedies at law, such 

as elevated costs, injunctive relief for the remaining duration of the patent, an accounting of the 

infringer’s profits, and punitive damages counterbalance any incentive to infringe”.24  To provide 

guidance, the FCA identified factors to be considered when assessing “the effect of legitimate 

competition for a defendant marketing a non-infringing alternative”,25 which have subsequently 

been modified and adapted as is natural in the development of the common law.26  

19. When the cefaclor proceeding made its way to the FCA, the FCA acknowledged that, in 

lovastatin, “our Court’s acceptance of the [non-infringing alternative] defence was based on general 

principles of Canadian common law … as they had been applied by the Supreme Court in 

Monsanto”.27  The FCA indicated that the role of a trial judge is “to construct a fictional, 

hypothetical situation on the basis of all the evidence before it” (i.e., “the ‘but-for’ world”).28 

20. Given the backdrop of Monsanto and the lovastatin/cefaclor proceedings, CGPA members 

reasonably expected that they would face no resistance regarding the legal relevance of 

hypothetical non-infringing behaviour to the assessment of an accounting of profits.  This was not 

so.  In 2017, in the context of an accounting of profits regarding infringement of a patent relating to 

the drug perindopril, Apotex was again faced with an argument that “considering a non-infringing 

alternative to be relevant would provide infringers with ‘a perfect shelter’ against the consequences 

of their infringement”.29  The FCA swiftly rejected this argument, noting that it had already been 

rejected in the lovastatin proceedings and that, “[i]n any event, policy reasons cannot trump the 

requirement that an infringer’s disgorged profit must be only the profit which is causally 

attributable to the invention”.30 

                                                 
23 Apotex v. Merck, 2015 FCA 171 ¶55. 
24 Apotex v. Merck, 2015 FCA 171 ¶71.  Emphasis added. 
25 Apotex v. Merck, 2015 FCA 171 ¶73 and 79. 
26 Apotex v. Adir, 2017 FCA 23 ¶42 and 67. 
27 Apotex v. Eli Lilly, 2018 FCA 217 ¶47. 
28 Apotex v. Eli Lilly, 2018 FCA 217 ¶32. 
29 Apotex v. Adir, 2017 FCA 23 ¶34. 
30 Apotex v. Adir, 2017 FCA 23 ¶34. 

https://canlii.ca/t/gkd9m
https://canlii.ca/t/gkd9m
https://canlii.ca/t/gkd9m
https://canlii.ca/t/gxbpr
https://canlii.ca/t/hwbcc
https://canlii.ca/t/hwbcc
https://canlii.ca/t/gxbpr
https://canlii.ca/t/gxbpr
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21. In the perindopril proceedings, the FCA brought perfect unity to the remedies of damages 

and an accounting of profits and the consideration of hypothetical non-infringing behaviour.  The 

FCA determined that its commentary in lovastatin has “equal application” to an accounting of 

profits and that, “[i]n both situations [i.e., damages and an accounting of profits] the Court is to 

consider a hypothetical world where the infringing conduct did not take place”.31  In creating the 

but-for world, the FCA recognized that “evidence concerning the hypothetical world is necessarily 

hypothetical and the Court is free to draw inferences from the evidence as to what would likely 

have happened ‘but for’ the breach”.32 

C. The regression:  the below decision of the majority of the FCA 

22. The below decision of the majority of the FCA correctly recognizes “the need for the court 

to analyze causation, for only those amounts causally linked to the infringement are captured by the 

accounting of profits; anything extra is punitive” but then rejects the “but-for” test and the creation 

of a hypothetical but-for world.33  The below decision offers three overlapping rationales as to why 

“hypotheticals” should be irrelevant to an accounting of profits but highly relevant to damages, 

none of which withstands scrutiny. 

23. First, the below decision suggests that permitting a defendant to rely on hypothetical non-

infringing behaviour incentivizes infringement.  This argument has previously been rejected by the 

FCA in the context of both damages and an accounting and has implicitly been rejected by this 

Court in Monsanto.  The problem with the argument is that it ignores the other remedies available 

to a patentee that disincentivize infringement:  costs, injunctions, compensatory damages and 

punitive damages.   

24. The examples provided by the below decision specifically ignore that, if a defendant argues 

that it would have engaged in hypothetical behaviour completely unrelated to competing with a 

patentee (e.g., investing in Apple or Amazon instead of making low-density polyethylene), then the 

logical recourse for the patentee is to seek damages.  In this particular proceeding, given Nova’s 

                                                 
31 Apotex v. Adir, 2017 FCA 23 ¶40; Apotex v. Adir, 2020 FCA 60 ¶114-115. 
32 Apotex v. Adir, 2017 FCA 23 ¶61. 
33 Nova v. Dow, 2020 FCA 141 ¶32-34, 37, 40-41, 43-44, 65, 67, 69-71, 73, 75-76, 78, 94, 96, 
108, 130-131. 

https://canlii.ca/t/gxbpr
https://canlii.ca/t/j60hx
https://canlii.ca/t/gxbpr
https://canlii.ca/t/j9p4m
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SURPASS directly competed with Dow’s ELITE, if Nova argued that, in the absence of 

infringement, it would have invested in Apple or Amazon rather than trying to make SURPASS in 

a non-infringing manner, then Dow would elect damages and argue that, in the absence of 

infringement, every sale of SURPASS would be a sale of ELITE.  By providing alternative 

remedies, the Patent Act fully protects Dow and other patentees. 

25. Second, the below decision suggests that some hypotheticals are so speculative that they 

should be ignored.  This is true but the burden of proof addresses this concern.  As recognized by 

this Court, when it comes to past hypothetical events, a “hypothetical possibility will be taken into 

consideration as long as it is a real and substantial possibility and not mere speculation”.34 

26. Third, the below decision suggests that hypotheticals related to a defendant earning profits 

in a manner that is substantially different than the manner in which it earned profits in the real 

world should be ignored on the basis that they will fail to account for the “value of the patent”.  The 

argument against consideration of “opportunity costs” is directly at odds with the general maxim 

that “one must take the infringer as one finds them”.35  For example, assume that a defendant uses a 

metal alloy to make bicycle frames and a plaintiff has a patent covering bicycle frames made by 

that same metal alloy.  If the defendant can prove that, but-for infringement, it would have used the 

metal alloy to make bicycle wheels and earned some or all of the same profit, then infringement 

was not a necessary cause of the profit and there should be no need to account.36   

27. In overly focusing on the “value of the patent”, the below decision ignores its own 

observation that “an accounting of profits seeks to extract any and all value the defendant received 

as a result of the wrongdoing”.37  An accounting of profits is not a business valuation of the patent 

in the abstract – it is a remedy for a specific infringement by a specific defendant at a specific time.  

Some defendants are well-resourced and adaptable and can shift from production of bicycle frames 

                                                 
34 Athey v. Leonati, [1996] 3 SCR 458 ¶27.  See also:  West v. Knowles, 2021 ONCA 296 ¶72-76; 
MacLeod v. Marshall, 2019 ONCA 842 ¶17-18 and 23-31; Gao v. Dietrich, 2018 BCCA 372 
¶34-40; Rousta v. MacKay, 2018 BCCA 29 ¶14 and 17; Grewal v. Naumann, 2017 BCCA 158 
¶43-49; Smith v. Knudsen, 2004 BCCA 613 ¶5, 23-24, 27 and 29. 
35 Nova v. Dow, 2020 FCA 141 ¶67. 
36 In any event, as noted above, in this hypothetical, the patentee would logically seek damages 
rather than an accounting of profits.   
37 Nova v. Dow, 2020 FCA 141 ¶169. 

https://www.canlii.org/en/ca/scc/doc/1996/1996canlii183/1996canlii183.pdf
https://canlii.ca/t/jfs5n
https://canlii.ca/t/j31bt
https://canlii.ca/t/hvf9p
https://canlii.ca/t/hq1sp
https://canlii.ca/t/h398b
https://canlii.ca/t/1jd0t
https://canlii.ca/t/j9p4m
https://canlii.ca/t/j9p4m
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to production of bicycle wheels while others cannot.  To the adaptable defendant, the value of the 

patent on bicycle frames is insignificant or nil; to the unadaptable defendant, the value of the patent 

on bicycle frames is significant.  The remedy awarded to a patentee should not be the same in all 

circumstances and instead should turn on the specific facts of each case. 

D. The CGPA’s proposed approach to the assessment of an accounting of profits 

28. An accounting of profits should be assessed in the same manner as all other non-punitive 

remedies.  Generally, causation is proven through the but-for test, which is necessarily a 

hypothetical exercise designed to assess whether the wrong was a necessary cause of the claimed 

loss to the plaintiff (or gain to the defendant).38  Just as with a claim to damages, a trial judge 

should be tasked with creating a hypothetical but-for world, removing infringement and 

determining the hypothetical position of the patentee and the infringer based on all available 

evidence (and inferences).  All “real and substantial” possibilities regarding hypothetical behaviour 

should be considered, with no legal rule deeming some hypothetical behaviour to be irrelevant. 

29. Once the hypothetical but-for world is determined, the trial judge compares an infringer’s 

profits in the real world to its profits in the but-for world and awards the difference to a patentee. 

PART IV – SUBMISSIONS CONCERNING COSTS 

30. The CGPA requests no order as to costs. 

PART V – ORDER SOUGHT 

31. The CGPA has been granted permission to present oral argument not exceeding five 

minutes and thus seeks no further order. 

December 1, 2021 ALL OF WHICH IS RESPECTFULLY SUBMITTED, 
 

  
Harry Radomski 
GOODMANS LLP 
Counsel to the Intervener, CGPA  

                                                 
38 Clements v. Clements, 2012 SCC 32 ¶8 and 13; Ediger v. Johnston, 2013 SCC 18 ¶28. 

https://canlii.ca/t/frvld
https://canlii.ca/t/fwvbb
Jordan
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