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FACTUM OF THE INTERVENERS, BELL CANADA, ROGERS COMMUNICATIONS 

CANADA INC., TELUS COMMUNICATIONS INC. and VIDÉOTRON LTÉE 

 

PART I: OVERVIEW AND STATEMENT OF POSITION 

1. The Patent Act is intended to advance research and development and encourage innovation.1 

In exchange for a limited-time monopoly, the Act coaxes inventive solutions to practical problems 

into the public domain.2  But “[a]t the root of…Canadian intellectual property law, lies a concern 

to avoid overextending monopoly rights…and impeding competition”.3 Innovation is a cumulative 

and competitive process in which new technologies build continually upon discoveries that 

preceded them.4 The balance between patent protection and competition must be vigilantly 

guarded so that the Act does not chill innovation.   

2. To preserve this balance, Canadian courts, including this Court in Schmeiser,5 have long 

recognized that patent remedies – whether damages or an accounting of profits – must be non-

punitive and properly tailored so as to neither over nor undershoot the economic value of the 

patent. This requires applying modern principles of causation to put the patentee (damages), or the 

infringer (accounting of profits) in the position it would have been but for the infringement.6 

3. This balance is of critical importance to the telecommunications industry, which is required 

to constantly innovate and compete. Telecommunications “performs an essential role in the 

maintenance of Canada’s identity and sovereignty”: “[r]esearch and development” and 

“innovation in the provision of telecommunications services” are at the core of the Canadian 

Telecommunications Policy.7 At the same time, the industry is known to be rife with “patent 

thickets”: whole fields of technology (video networks, smartphones, wireless technology, etc.), 

that are densely packed with patents and “patent trolls” who do not use or sell their patented 

 
1 Free World Trust v Électro Santé Inc., 2000 SCC 66 at para 42 [Free World Trust]. 
2 Apotex Inc. v Wellcome Foundation Ltd., 2002 SCC 77 at para 37. 
3 Kirkbi AG v Ritvik Holdings Inc., [2005] 3 SCR 302 at para 52.  
4 Nancy Gallini & Aidan Hollis, “To Sell or Scale Up: Canada’s Patent Strategy in a Knowledge 

Economy”, Institute for Research on Public Policy Study No 72 (27 August 2019), online: 

Institute for Research and Public Policy <https://irpp.org/wp-content/uploads/2019/08/To-Sell-

Or-Scale-Up-Canadas-Patent-Strategy-in-a-Knowledge-Economy.pdf > [Gallini and Hollis]. 
5 Monsanto Canada Inc. v Schmeiser, [2004] 1 SCR 902 [Schmeiser]. 
6 Ibid at paras 101-102; Constellation Brands US Operations Inc. v Société de vin internationale 

ltée, 2021 QCCA 1664 [Constellation Brands] at para 36. 
7 Telecommunications Act, SC 1993, c 38, s 7(g). 

https://scc-csc.lexum.com/scc-csc/scc-csc/en/1832/1/document.do
https://scc-csc.lexum.com/scc-csc/scc-csc/en/2020/1/document.do
https://scc-csc.lexum.com/scc-csc/scc-csc/en/2246/1/document.do
https://irpp.org/wp-content/uploads/2019/08/To-Sell-Or-Scale-Up-Canadas-Patent-Strategy-in-a-Knowledge-Economy.pdf
https://irpp.org/wp-content/uploads/2019/08/To-Sell-Or-Scale-Up-Canadas-Patent-Strategy-in-a-Knowledge-Economy.pdf
https://scc-csc.lexum.com/scc-csc/scc-csc/en/2147/1/document.do
https://www.canlii.org/en/qc/qcca/doc/2021/2021qcca1664/2021qcca1664.pdf
https://laws.justice.gc.ca/PDF/T-3.4.pdf
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technology but rather assert their patents against others.8 In such an environment, innovation 

necessarily carries with it risks of infringement, and patentees often seek the accounting of profits 

remedy because they have not suffered any damage (lost profits) themselves.  

4. The Federal Court of Appeal majority decision upsets the Patent Act balance and fails to 

account for the necessary interplay between innovation and risk of infringement. It posits the 

accounting of profits remedy as a “warning” to potential infringers to “steer clear” of others’ rights 

of exclusivity under patents.9 This is not only infeasible in the telecommunications industry; it 

undermines innovation in this space where competition around existing patents is inevitable.   

5. More fundamentally, the FCA majority significantly departs from Schmeiser, and decades 

of FCA jurisprudence,10 by rejecting the modern approach to causation and the use of hypothetical 

non-infringing options.11 With its flawed reliance on fiduciary duties and the disgorgement remedy 

in that context, the FCA majority’s framework creates a serious risk of over-disgorgement, and of 

creating a punitive remedy that will deter innovation and frustrate the balance under the Act. 

6. This Court must intervene to preserve that balance and restate the accounting of profits 

framework, building on Schmeiser. In so doing, it must be mindful of Canada’s diverse innovation 

ecosystems, and the importance of avoiding both under- and over- disgorgement.  The goal must 

be accuracy: to correctly isolate the economic value of the patented technology in the infringer’s 

hands, to restore that value to the patentee, and to prevent the unjust enrichment of the infringer 

by that value. Doing so requires courts to apply the modern approach to causation, and to consider 

the infringer’s best non-infringing option. This option need not be a perfect market substitute.  

7. The deduction of fixed costs is also an essential part of the equation.  To the extent an 

accounting denies the recovery of a proportionate share of fixed costs, it disincentivizes investment 

in costly (but crucial) infrastructure. This issue is also fundamental to the telecommunications 

industry and the interveners, Bell Canada, Rogers Communications Canada Inc., TELUS 

Communications Inc., and Vidéotron ltée (collectively, the “Coalition”), who are called upon to 

 
8 Gallini and Hollis, supra note 4 at 14; Norman Siebrasse, “Nova v Dow: A Radical Departure 

from Established Law” (6 October 2020), online (blog): Sufficient Description 

<http://www.sufficientdescription.com/2020/10/nova-v-dow-radical-departure-from.html>. 
9 Nova Chemicals Corp. v Dow Chemicals Company, 2020 FCA 141 at para 20 [Nova FCA]. 
10 Rivett v Monsanto Canada Inc., 2010 FCA 207; Apotex Inc. v ADIR, 2017 FCA 23 

[Perindopril 1]; AFD Petroleum Ltd. v Frac Shack Inc., 2018 FCA 140 [Frac Shack]; Apotex 

Inc. v ADIR, 2020 FCA 60 [Perindopril 2].  
11 Nova FCA, supra note 9 at paras 37, 40-41, 44-45, 65-71. 

http://www.sufficientdescription.com/2020/10/nova-v-dow-radical-departure-from.html
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/485375/1/document.do
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/36915/1/document.do
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/218443/1/document.do
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/316327/1/document.do
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/466182/1/document.do
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make massive infrastructure investments to implement the new technologies that keep Canada’s 

telecommunications systems relevant. These costs are actually incurred and must be deductible, 

both from a conceptual (accurate compensation) and policy (incentivizing innovation) standpoint. 

PART II – ARGUMENT 

A. Achieving the Objective of the Patent Act – Promoting Innovation – Requires Accurate, 

Non-Punitive Remedies 

8. First-line patent remedies – i.e. damages (lost profits or reasonable royalty) and accounting 

of profits – are meant to be restorative, not punitive.12  Costs awards and punitive damages are 

available to punish and deter.13  When first-line remedies are punitive, because they award more 

than the patentee’s damages or the infringer’s profits from the infringement, patentees are granted 

more than the legitimate benefits of their monopoly and innovation is chilled.14  

9. Until the decision under appeal, Schmeiser and its consideration of the best non-infringing 

option had been consistently applied as a coherent, restorative framework for both damages and 

an accounting of profits under the Act.15  

10. In this respect, the world and the law have evolved considerably since the House of Lords in 

United Horse Shoe16 categorically rejected the use of hypotheticals and scathingly condemed 

“inherently illegal” infringing activity. Similarly, in Canada, prior courts’ refusals to consider 

hypothetical non-infringing options was based in a policy of punishment and deterrence, laden 

with moral opprobrium,17 that no longer has its place.  The FCA majority’s approach, which likens 

infringers to faithless fiduciaries, is regressive and contrary to the objectives of the Patent Act, 

does not account for a diverse intellectual property landscape,18 and is no longer the law in Canada. 

 
12 Schmeiser, supra note 5 at paras 101-102. 
13 Apotex Inc. v Merck & Co., Inc., 2015 FCA 171 at para 71 [Lovastatin]. 
14 Ibid at para 42. 
15 Supra, note 10. 
16 United Horse Shoe and Nail and Company, Limited v Stewart and Company, (1888), 5 RPC 

260 (HL) at 449-50, Lord Watson, Book of authorities of the Interveners, Bell Canada, Rogers 

Communications Canada Inc., Telus Communications Inc. and Vidéotron Ltée [Book of 

authorities Coalition], Tab 2 at pp 53-54. 
17 Reading & Bates Construction Co. v Baker Energy Resources Corp., 1994 CanLII 3524 

(FCA), [1995] 1 FC 483; Celanese International Corp. v BP Chemicals Ltd., [1999] RPC 203, 

[1998] All ER (D) 493, Book of authorities, Tab 1.   
18 See, e.g., Airbus Helicopters, SAS v Bell Helicopter Textron Canada Limitée, 2017 FC 170 at 

para 150, aff’d 2019 FCA 29 [Airbus]; Mediatube Corp. v Bell Canada, 2017 FC 6 at paras 238-

40, aff’d 2019 FCA 176. 

https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/110882/1/document.do
https://www.canlii.org/en/ca/fca/doc/1994/1994canlii3524/1994canlii3524.html?autocompleteStr=%5B1995%5D%201%20FC%20483&autocompletePos=1
https://www.canlii.org/en/ca/fca/doc/1994/1994canlii3524/1994canlii3524.html?autocompleteStr=%5B1995%5D%201%20FC%20483&autocompletePos=1
https://www.canlii.org/en/ca/fct/doc/2017/2017fc170/2017fc170.pdf
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/362993/1/document.do
https://decisions.fct-cf.gc.ca/fc-cf/decisions/en/214548/1/document.do
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/407773/1/document.do
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11. Indeed, in Schmeiser, when this Court adopted the “differential profits” method as the 

preferred means for calculating an accounting of profits, it cited with approval to Professor 

Siebrasse’s paper titled for its consideration of the “innocent-user problem”.19 The differential 

profits method recognizes that a deterrence-based approach to an accounting under the Act does 

not align with the reality that, in the 21st century, many infringers infringe unknowingly, due in 

part to confounding factors like the proliferation of patents with vague claims or uncertain 

boundaries.  

12. In Free World Trust, this Court grappled with similar policy considerations in elaborating a 

method for delineating the boundaries of a patent’s monopoly. The Court held that innovation 

policy militated in favour of a clear and predictable system for defining the scope of patents so as 

not to discourage competitors from “treading in their vicinity”, which would unduly expand the 

patent-holders’ monopoly and undermine the bargain under the Patent Act.20  

13. The Coalition faces similar issues.  Like other fast-paced, evolving, technology-heavy 

industries, the telecommunications field is marked by the proliferation of patent thickets: 

overlapping sets of patent rights with unclear boundaries that slow the commercialization of new 

technologies.21 Patent thickets attract patent “trolls”: non-practicing entities that assert patent 

rights over technologies they did not develop or do not use,22 buy up patents as a commercial 

endeavor in and of itself, and aim to capitalize on infringement by claiming the infringer’s profits, 

themselves having no claim to damages.23 In a patent thicket, and especially under the FCA’s 

conception of an accounting in the decision below, this is an appealing business plan. The vast 

number of patents being issued creates a real danger that a single product or service will infringe 

on many patents at a time.24 As the FCA’s very recent decision in Pfizer v Seedlings shows, this 

concern is not hypothetical.25 

 
19 Norman V Siebrasse, “A Remedial Benefit-Based Approach to the Innocent-User Problem in 

the Patenting of Higher Life Forms” (2004), 20 CIPR 79 [Siebrasse, Innocent-User Problem]. 
20 Free World Trust, supra note 1 at para 42.  
21 Carl Shapiro, “Navigating the Patent Thicket: Cross Licenses, Patent Pools, and Standard 

Setting” in Adam B. Jaffe et al (eds), Innovation Policy and the Economy, Volume 1 (Cambridge, 

MA: MIT Press, 2001) 119 at 119 [Shapiro]; Gallini & Hollis, supra note 4 at 13. 
22 Airbus, supra note 18 at para 150. 
23 Gallini and Hollis, supra note 4 at 14; Shapiro, supra note 21 at 121. 
24 Shapiro, supra note 21 at 121. 
25 Pfizer Canada ULC v Seedlings Life Science Ventures, LLC, 2021 FCA 154 at paras 77-81. 

http://www2.unb.ca/~siebrass/DownloadArticles/Remedial%20Approach.pdf
https://www.nber.org/system/files/chapters/c10778/c10778.pdf
https://www.nber.org/system/files/chapters/c10778/c10778.pdf
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/500815/1/document.do
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14. In this context, “stronger patent rights can have the perverse effect of stifling, not 

encouraging, innovation.”26 A remedy that overshoots the difference in profits to be gained from 

infringing and the best non-infringing option deters potential innovators from approaching the 

thicket at all, or leads them to prophylactically pay royalties on patents that might, if tested on 

litigation, show their conduct to have been perfectly legal.27 For the Coalition, both outcomes 

generate costs that are passed on to the consumer, be it in the form of higher subscription fees 

(limiting Canadians’ access to telecommunications systems) or technological stagnation. 

Canadians cannot afford to have a telecommunications economy trending twenty years behind.     

15. This is not to say that infringement is never problematic, but that the remedy of an accounting 

does not exist in a vacuum. To the extent deterrence or punishment is warranted on the facts of 

each case, the legislator has provided for costs awards and punitive damages.28  The policy 

objectives of the first-line remedies of damages (lost profits or a reasonable royalty) and an 

accounting of profits must be interpreted within this broader context. Interpreting the remedy of 

accounting as the sole vessel for a value-laden, weighty deterrence policy ignores the larger 

framework of the Act.   

16. The statutory remedy of an accounting under the Patent Act must therefore be distinguished 

from the equitable remedy of disgorgement, which is employed as a reaction to conduct that runs 

contrary to core social values that must be actively sanctioned and deterred. “Disgorgement”-type 

remedies are even more limited in Québec civil law and are only available in instances involving 

breaches of the duty of loyalty.29 These imperatives are not relevant to first-line patent remedies: 

“the overriding deterrence objective applicable to situations of particular vulnerability to the 

exercise of a discretionary power does not operate here.”30  

B.  Achieving the Policy Objective Requires Modern Causation Principles 

17. Following Schmeiser, the guiding objective of an accounting of profits is the accurate 

isolation of the commercial value of the patented invention in the infringer’s hands. This objective 

 
26 Shapiro, supra note 21 at 120. 
27 Free World Trust, supra note 1 at para 42. 
28 Lovastatin, supra note 13 at para 71. 
29 Civil Code of Québec, CQLR c CCQ-1991, arts 1366, 2146 and 2204. See also Bank of 

Montreal v Kuet Leong Ng, [1989] 2 SCR 429. 
30 Cadbury Schweppes Inc. v FBI Foods Ltd., [1999] 1 SCR 142 at para 30. 

https://www.canlii.org/en/qc/laws/stat/cqlr-c-ccq-1991/latest/cqlr-c-ccq-1991.html?autocompleteStr=CQLR%20c%20CCQ-1991%20&autocompletePos=1
https://scc-csc.lexum.com/scc-csc/scc-csc/en/511/1/document.do
https://scc-csc.lexum.com/scc-csc/scc-csc/en/1678/1/document.do
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is best accomplished by applying modern principles of but for causation and considering the best 

non-infringing option according to the differential profits model.31 

18. The post-Schmeiser jurisprudence confirms that accounting and damages are alternative 

expressions of the same restorative objective, one patent-holder-centric and the other infringer-

centric. Damages aim to restore the patent-holder to the financial position it would have been in 

but for the infringement. An accounting aims to restore the infringer to the financial position it 

would have been in but for the infringement.32 “Of necessity, this is a hypothetical exercise.”33 

19. As the FCA majority decision demonstrates, principles of legal causation can be construed 

at all levels of depth (or lack thereof). The FCA majority attempts to replace the “but for” test and 

confine causation to an “apportionment” that forbids considering hypotheticals. This is not legal 

causation.  Canadian jurisprudence mandates a modern approach to “but for” causation that 

engages fully with the hypothetical world in giving effect to restorative remedies.34 This concept 

of causation is the appropriate one in the context of an accounting under the Patent Act, a gains-

based remedy that is fundamentally restorative in nature.  

20. Aside from its misplaced concern about deterrence, the FCA majority’s main criticism of 

the “but for” model of causation in the accounting of profits context is one of floodgates: if the 

law is to allow for hypotheticals, the majority sees no principled basis upon which to differentiate 

between true non-infringing options and investment in an index fund,35 both of which will cancel 

out the infringer’s profits.  

21. If the FCA majority is concerned about undervaluing the patentee’s monopoly in cases where 

the patentee has not lost any profits, and where there are no profits to disgorge, the patentee can 

still opt for damages in the form of a reasonable royalty, an award what upholds the policy 

objectives of the Act without jeopardizing the integrity of its first-line remedies. 

22. However, to the extent the FCA majority’s concern is simply about scope, this has never 

been a justification in law for denying the operation of “but for” causation.  In every other 

application of “but for” causation, fact and evidence do a sufficient job of grounding the 

 
31 Schmeiser, supra note 5 at paras 101-102. 
32 Constellation Brands, supra note 6 at para 36. 
33 Perindopril 2, supra note 10 at para 49. 
34 Athey v Leonati, [1996] 3 SCR 458; Clements v Clements, 2012 SCC 32. 
35 Nova FCA, supra note 9 at para 69. 

https://scc-csc.lexum.com/scc-csc/scc-csc/en/1435/1/document.do
https://scc-csc.lexum.com/scc-csc/scc-csc/en/9992/1/document.do
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hypothetical to justify the enterprise in the interests of accurate compensation. Not every injured 

person would have been a rocket scientist but for their slip-and-fall. The law of negligence is able 

to draw this distinction, and does not permit the threat of spiraling hypotheticals to undermine the 

entire system of causation. Patent remedies are just as capable of doing the same. 

23. The jurisprudence after Schmeiser has developed the framework through which 

hypotheticals must be assessed to anchor them in reality. Hypothetical does not mean 

speculative:36 the non-infringing option must be one that “could have” and “would have” 

occurred.37 These requirements have not been applied lackadaisically but with commensurate 

evidentiary rigour.38 In particular, the proven availability of a particular non-infringing opportunity 

does not mean the infringer can prove the opportunity would have been pursued. The analysis is 

based on a confluence of factors, including economic viability, business strategy, history and past 

experience, recreation of the market, and sunk costs in corroborating the “would have” aspect of 

the non-infringing option.39 

24. In abstraction from the facts of any given case, the FCA majority’s concerns may resonate. 

But facts are the primary challenge for any remedy of universal application in an area of the law 

dealing with such broad-ranging and diverse subject matters as in the field of intellectual property, 

and the primary marker of an effective remedy in this context is its flexibility to accommodate 

them. Inventions, infringements and business realities will vary. Different non-infringing options 

will be relevant to each case. The facts of Schmeiser itself demonstrate that courts must retain 

discretion to grapple with the particularities of each case as they arise if they are to accurately 

assess the commercial value of an invention in the infringer’s hands.  

25. Likewise, while damages and accounting both rely on but for causation and consideration of 

non-infringing options, different considerations may be relevant to each analysis.  The remedy of 

damages is concerned with the commercial value of an invention in the patent-holder’s hands, 

 
36 Lovastatin, supra note 13 at para 55. 
37 Perindopril 1, supra note 10; Perindopril 2, supra note 10; Pfizer Canada Inc v Teva Canada 

Limited, 2016 FCA 161, leave to appeal to SCC refused, 37262 (19 January 2017) at para 50 

[Effexor]; Apotex Inc. v Eli Lilly and Company, 2018 FCA 217 at para 52 [Cefaclor]; Lovastatin, 

supra note 13 at paras 32, 53, 55, 70, 77-78.  
38 Perindopril 2, supra note 10; Frac Shak, supra note 10. The concept has also been rigorously applied 

in the damages context: Cefaclor, supra note 37; Effexor, supra note 37; Lovastatin, supra note 13. 
39 Perindopril 1, supra note 10; Perindopril  2, supra note 10; Cefaclor, supra note 37 at para 52 

citing Lovastatin, supra note 13 at para 90; Teva v Pfizer, 2017 FC 332 at paras 13-14. 

https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/144567/1/document.do
https://www.scc-csc.ca/case-dossier/info/dock-regi-eng.aspx?cas=37262
https://decisions.fca-caf.gc.ca/fca-caf/decisions/en/350757/1/document.do
https://decisions.fct-cf.gc.ca/fc-cf/decisions/en/306970/1/document.do
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captured by comparison to the profits the patent-holder would have enjoyed but for the 

infringement. Establishing that the infringer had a viable non-infringing option may require proof 

that it is a true substitute, where the question is whether the patent-holder’s profits would 

nonetheless have been reduced by legitimate competition for the same market share.40  

26. The accounting remedy is concerned with the added commercial value of the invention in 

the infringer’s hands, captured by comparison to the profits the infringer would have enjoyed but 

for the infringement. The non-infringing option need not be artificially restricted to true substitutes 

competing for identical market share, because the patent-holder’s “but for” position is irrelevant 

to the infringer-centric accounting analysis. To the contrary, the hypothetical world must be 

accurate to capture the true economic value of the invention in the infringer’s hands, where the 

defendant would have acted in a prudent and informed manner in pursuing its interest in making 

as much money as possible, by pursuing the next best method legitimately open to it.41  

C. Proportionate Fixed Costs Deductions Should be Permitted  

27. An accurate isolation of the economic value of an invention in the infringer’s hands also 

requires appropriate deductions of costs from revenues. Fixed or “overhead” costs, which are costs 

that do not vary incrementally per unit, sale or subscriber, are nonetheless actual costs incurred by 

businesses which produce products and provide services, whether or not they infringe patent rights. 

Unless these costs are considered, the resulting accounting will yield a monetary remedy higher 

than the infringer’s actual profits. The patentee may even be awarded profits for an unprofitable 

product. This “has rightly been condemned as punitive on infringers”42 and undermines the policy 

objectives of the Patent Act. 

28. While this may seem self-evident, fixed costs deductions in the accounting of profits remedy 

have been fraught with difficulty. The leading cases allowing and disallowing them pre-date 

Schmeiser,43 and Schmeiser itself was silent on prescribing a particular approach to calculating 

 
40 Lovastatin, supra note 13 at paras 48-49, 73; Cefaclor, supra note 37 at para 32. 
41 Siebrasse, Innocent-User Problem, supra note 19 at 26.  
42 David Vaver, Intellectual Property Law: Copyright, Patents, Trade-marks (Toronto: Irwin 

Law, 2011) at 654, Book of authorities Coalition, Tab 3 at p 67. 
43 Teledyne Industries Inc. v Lido Industrial Products Ltd. [1982] FCJ No 1024, (1982), 68 CPR (2d) 

204 (FC) [Teledyne], Dart Industries Inc v Decor Corporation Pty Ltd, [1993] HCA 54 (AustLII) 

[Dart Industries]. 

https://advance.lexis.com/search/?pdmfid=1505209&crid=7ed6f47f-cb62-41d5-b984-504001d4c177&pdsearchterms=teledyne+ind+inc+v.+lido+ind+products+ltd%2C+%5B1982%5D+f.c.j.+no.+1024&pdstartin=hlct%3A1%3A1&pdcaseshlctselectedbyuser=false&pdtypeofsearch=searchboxclick&pdsearchtype=SearchBox&pdqttype=or&pdpsf=%3A%3A&pdquerytemplateid=&ecomp=5dkt9kk&earg=pdpsf&prid=f3de3816-12b3-43f4-9846-8812582f86ed
http://www.austlii.edu.au/cgi-bin/viewdoc/au/cases/cth/HCA/1993/54.html
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costs. The FCA majority below rightly held that proportionate fixed costs deductions must be 

allowed.44 

29. An analysis of the pre-Schmeiser case law reveals that the difficulty with fixed costs 

deductions is really a struggle with principles of causation. Teledyne, the leading authority for 

denying fixed costs deductions, rejected a deduction of fixed costs to the extent that these “would 

have been incurred had the infringing operation not taken place,”45 allowing a deduction only 

where it could be shown that the infringement occasioned an increase in the fixed cost.  

30. Dart Industries, the leading Australian authority for permitting fixed costs deductions, 

permitted them only where it could be shown that the fixed costs would have been repurposed 

towards a best non-infringing option but for the infringement.46 This is better than no fixed cost 

deductions at all, but still conceptually flawed, because it is a reaction to an incomplete causation 

framework. In Dart Industries, fixed cost deduction is awarded as a proxy for opportunity cost -- 

a consolation prize for a failure to account for the fact that, but for the infringement, the infringer 

would have made alternate profits through other, non-infringing means.47  

31. The value-based approach of Schmeiser resolves these difficulties by focussing on the value 

of the invention in the infringer’s hands. A value-based approach accommodates different business 

realities and recognizes that such value may result from any combination of reduced costs, higher 

revenues, additional sales or other benefits.  

32. Courts must fully consider the business of the infringer and the actual costs of the business’s 

operation when determining the profits to be disgorged to the patentee. If the infringer invokes a 

non-infringing option, costs that would have been incurred in both the real and hypothetical worlds 

must be accounted for in their respective contexts.  Whether fixed costs differ or not as between 

the real and hypothetical worlds, they must be appropriately factored into the calculation of 

comparative profits so as to reflect the business’s financial reality.  An approach which results in 

fixed costs being effectively ignored is overly rigid. 

 
44 Nova FCA, supra note 9 at paras 148-151. 
45 Teledyne, supra note 43 at 8. 
46 Dart Industries, supra note 43 at para 15. 
47 Norman V Siebrasse, “Deduction of Fixed Costs in Nova v Dow” (26 October 2020), online 

(blog): Sufficient Description <http://www.sufficientdescription.com/2020/10/deduction-of-

fixed-costs-in-nova-v-dow.html>. 

http://www.sufficientdescription.com/2020/10/deduction-of-fixed-costs-in-nova-v-dow.html
http://www.sufficientdescription.com/2020/10/deduction-of-fixed-costs-in-nova-v-dow.html
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33. Ultimately, like but for causation, any analytical framework for fixed cost deductions must 

be flexible to account for the wide variety of industries, patents and infringements to which it will 

be applied.  It must accurately value, and not disincentivize, infrastructure-heavy investment. 

34. For instance, a rule that denies the deduction of proportionate network and other fixed costs 

selectively penalizes certain business structures compared to others: with such an approach, 

businesses with a high-fixed-cost, low-incremental-cost structure will always pay larger 

accountings than businesses with a low-fixed-cost, high-incremental-cost structure, assuming their 

aggregate fixed and incremental costs are identical.48  

35. This would be particularly punitive for the telecommunications industry, where the services 

provided rely on the establishment and maintenance of extensive networks (including antennas, 

satellites, switches, towers, servers and aerial/buried cables) to convey signals.  Network costs may 

not vary significantly per subscriber to services, but nonetheless represent a significant cost of 

service-provision to each subscriber. These costs are truly “fixed” (in that they may not vary per 

individual subscriber and are incurred regardless of whether a provider includes a particular non-

infringing feature or not) and not sunk (in that they can be repurposed towards alternate service 

provision and generate income thereon).49  

36. Focussing on the value of the invention in the infringer’s hands and acknowledging fixed 

costs accounts for these business realities and provides a flexible and fact-based framework for 

today’s world, and for new industries, business structures, and technologies yet to come. 

PART III – SUBMISSIONS ON COSTS AND ORDER SOUGHT 

37. The Coalition members do not seek costs and ask that no costs be awarded against them.  

The Coalition takes no position on the disposition of the appeal. 

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 2nd day of December, 2021. 

____________________________________ 

Audrey Boctor / Danielle Marcovitz 

IMK LLP/s.e.n.c.r.l. 

Counsel for Bell Canada, Rogers 

Communications Canada Inc., TELUS 

Communications Inc. 

____________________________________ 

Éric Meunier 

Québecor Media Inc. 

Counsel for Vidéotron ltée 

 
48 Norman Siebrasse, “Fixed Costs and Sunk Costs” (27 October 2020), online (blog): Sufficient 

Description <www.sufficientdescription.com/2020/10/fixed-costs-and-sunk-costs.html>.  
49 Ibid. 

For:For:

http://www.sufficientdescription.com/2020/10/fixed-costs-and-sunk-costs.html
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