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FEDERAL COURT OF CANADA (TRIAL DIVISION)

B E T W E E N:

CAPONE TELECOMMUNICATIONS INC.
Plaintiff

- and -

CAPONE WORLDWIDE NETWORKING INC. (formerly Capone Networking Inc.),

CAPONE NETWORKING CANADA INC. (formerly Capone Networking Red Deer Inc.)

CAPONE NETWORKING WINNIPEG INC.; CAPONE NETWORKING B.C. LTD.;

STANLEY ARCHER and LINDA BARTON,

operating as CAPONE CANADA;
and CAPONE NETWORKING TORONTO INC.

PLAINTIFF'S STATEMENT OF FACT AND LAW

PART  I - FACTS

The Motion
1. This is a motion brought by the Plaintiff for an interlocutory injunction restraining the defendants from using the trade-name or trade-mark "Capone" in association with their goods and services.
The Parties, in Brief

The Plaintiff

2. The Plaintiff, Capone Telecommunications Inc., is a federally incorporated company which has conducted business since Feb. 16, 1993, using the trade-name and trade-mark "Capone Telecommunications Inc." consistently since that date in all advertisements, letterhead, correspondence, etc..

3. Since forming in early 1993, the plaintiff has been a value-added reseller and systems integrator for customers in the cable and other telecommunications industries.  It is involved in the selling and distribution of equipment and systems to the cable industry, to firms such as Rogers Cablesystems, and offers specific technical product expertise to large multiple cable system operators, and system engineering expertise regarding product integration for medium-sized and smaller cable systems.  While the majority of the plaintiff's customers are cable companies, the plaintiff has also, since early 1993, marketed itself to, and attracted sales from, other participants in the telecommunications industry and other businesses with telecommunication needs.

Ref: Affidavit of N. S., p.1, para. 2-5, Ex. A, B.

The Defendants

4. The U.S. defendant, Capone Worldwide Networking Inc. was originally incorporated in Los Angeles, California, in 1992.  The remaining defendants are all related to the U.S. defendant.   However, the first Canadian defendant, Capone Networking Canada Inc. was not incorporated until June, 1994.  The remaining defendants were incorporated as follows:  Capone Networking B.C. Ltd. (January 17, 1995); Capone Networking Winnipeg Inc. (June 8, 1995) and Capone Networking Toronto Inc. (October 20, 1995).  The two individual defendants have been conducting business as Capone Canada, to the plaintiff's belief, since about February, 1997.

Ref: Affidavit of N. S., p.6, para.24-26, Ex. J - P; 

5. As their own trade-mark applications show, the defendants commenced using the trade-mark "Capone Worldwide" in Canada in November, 1995, although they also claim use of a trade-mark "A*Capone" since November 1993.   By the time the defendants' use of the trade-mark Capone Worldwide commenced in November, 1995, the plaintiff had been established for almost three years, and had built up considerable goodwill and multi-million dollar sales figures throughout Canada.


Ref: Affidavit of N. S., p.9, para. 38, Ex.W.

6. The defendants refer to themselves as "internetworking specialists", providing services related to computer hardware platforms, operating systems, software applications and communications protocols, as well as assisting in remote LAN/WAN [Local Area Network / Wide Area Network] access, secure internetworking and high-speed connectivity.   They also provide equipment and services related to communication streams such as T1, Fractional T1, Switched 56, Frame Relay and ISDN.  They market themselves as "providers to the providers" (ie. providers to internet service providers).

Ref: Affidavit of N. S., p.7, para.28-32, Ex. Q - S.
Plaintiff's Establishment of Goodwill and Reputation

7. Since early 1993, the plaintiff has built up valuable goodwill and established a reputation through its use of the word "Capone" in the telecommunications field.  

8. Prior to its inception, in late 1992, the plaintiff's principals promoted the plaintiff by selling and marketing its products and services by telephone, by printed advertisements, by personal visits to potential customers throughout Canada, and by attendances at trade-shows in Canada and the United States.  The plaintiff's first major trade-show as an exhibitor was the Canadian Cable Television Association trade show in May, 1993 in Toronto.   In attendance at this exhibition were representatives of the major cable companies, including Rogers Cablesystems, Videotron, Shaw Cablesystems, Maclean Hunter Cable TV, Telesat Canada, etc., as well as sponsors such as Northern Telecom, Antec Communication Services, CNN, etc..  The plaintiff also participated at other trade-shows throughout Canada in 1993.  

9. Throughout its first year of activity, the plaintiff spent $37,133.00 on trade shows, advertising and travel and entertainment.

Ref: Affidavit of N. S., p. 2 - 3, para.6 - 12, Ex. D, E.

Sales and Quotes, 1993
10. Throughout 1993, the plaintiff built up significant goodwill in the telecommunications field, in part by providing over 250 product and service quotations to major cable companies, as well as a wide variety of other telecommunications firms such as Telesat and B.C. Tel, and other miscellaneous firms with communication requirements.

11. The plaintiff's advertising and industry presence translated to 1993 sales of $1,547,724.00, across Canada, to a wide variety of cable and telecommunication companies.   In the years 1994, 1995, and 1996 the annual sales figures rose respectively to $7,849,020.00,  $10,589,018.00, and $19,611,554.00.  The annual advertising and promotion, and travel budgets for 1993, 1994, 1995, and 1996 respectively were $37,133.00, $112,827.00, $173,585.00 and $241,925.00.

12. Thus, by the end of its first year, 1993, the plaintiff's goodwill and reputation was firmly established throughout the telecommunications industry, throughout Canada.

Ref: Affidavit of N. S., p.3 - 5, para.13 - 19, Ex. F -I.
Current Activities, Generally
13. While the majority of the plaintiff's customers are cable companies, including Rogers, Shaw, Cogeco, Videotron, etc., the plaintiff has also attracted sales from other sectors of the telecommunications industry.  The plaintiff sells data communications equipment to telephone companies and other telecommunications participants, and its customers include businesses which are involved in the use of telecommunications equipment, including:

Cable Television Companies

Telephone companies

Competitive Access Providers 
Long Distance Resellers

Consultants
 


Private Networks

Paging Companies
   

DTH broadcasters

Personal Communication Services

14. The plaintiff continues to offer its clients a wide, diversified and more sophisticated array of products.  The plaintiff's primary goal has been to provide the plaintiff's cable customers with whatever products are required to meet their needs.  The plaintiff continues to provide customers with timely product delivery and engineering support that is required by the increasingly competitive telecommunications industry.  The plaintiff's customers have come to know and rely upon the plaintiff's reliability and speed in delivering telecommunications equipment, technical expertise and support services.

Ref: Affidavit of N. S., p.5-6, para. 20-23.

Common Field of Activity and Product Overlap Between Plaintiff and Defendant
Field of Activity
15. As earlier noted, the Plaintiff has always sought to provide a wide variety of hardware and technological equipment to its customers, the majority of whom are cable television companies.  The general field of the plaintiff's operations has been telecommunications, servicing customers which are in the business of providing communication through technology.  There has recently begun a profound trend of convergence of the communications industries.  Cable companies are currently involved in the supply of equipment and technology to facilitate internet and other data communication and transmission.  The plaintiff has been expanding into the data communications equipment area as a natural progression of the services and products it offers to existing and potential customers in the telecommunications field.  

16. In the near future, there will be an integration of broadcast television and the internet.  Also, cable modems will further blur the line between the computer and the television, opening up bandwidth and granting internet access to millions of cable subscribers. 

17. It was clearly evident as early as 1993, that through convergence and evolving technology, cable television companies would be taking on a greatly increased role in the supply of information technology, including internet access, and that there would be convergence of cable, telephone and computer technology.

Ref: Affidavit of N. S., p.14-16, para. 61 - 71, Ex. DD, V.



Ref: Affidavit of K. W., p.2, para.4-11.

18. The defendants, as indicated by the brochure, are also in the general communications field, in that they provide computer hardware to support such electronic and data communication streams as T1, Fractional T1, Frame Relay and ISDN.   These are the communication streams which support communication networks, over which information and data are sent.  In particular, the defendants also market their services to internet service providers.

19. Since many of the plaintiff's cable and other customers are involved as either providers or users of T1, Frame Relay and ISDN communication streams, the defendant is in fact operating in the same general field as the plaintiff.

 
Ref: Affidavit of N. S., p.7-8, para. 28 - 37, Ex.Q-V; p. 14, par. 62

20. There is, therefore, an ever-increasing likelihood of product and service overlap between the plaintiff and the defendants with regard to both the plaintiff's existing clientele of companies such as Shaw and Rogers, as well as other telecommunications companies with whom the plaintiff has had a business relationship over the past few years.

21. The plaintiff's customers, such as Rogers Network Systems (an affiliate of Rogers Cablesystems), are now, among other things, internet service providers by way of marketing internet access services such as "the Wave", and are thus directly in the target market on which the defendants, being "provider to the providers", have focused. 

Ref: Affidavit of N. S., p.14, para.62, 68.

22. Furthermore, the defendant's own advertisement makes reference to such terms as "telecommuters", "communication protocols" and "communication technologies" creating or evoking concepts similar to those evoked by the plaintiff's name, "Capone Telecommunications Inc.".

Ref: Affidavit of N. S., p.8, para.32, Ex.S.



Ref: Affidavit of K. W., p.3, para.10, Ex. B.

23. Accordingly, with each passing day there is a greater likelihood that more and more of the plaintiff's customers and potential customers who have or would have come to know the plaintiff through the trade-name and trade-mark Capone Telecommunications Inc., will receive information or solicitations from the defendants, resulting in tremendous confusion, and an eradication of the plaintiff's distinctiveness and goodwill.

Ref: Affidavit of N. S., p.17, para.73e  .  
Product Overlap
24. Furthermore, there is a wide base of the plaintiff's customers who are now likely to have certain equipment requirements, and particularly those involved with LAN [Local Area Network] systems, which will invite contact with the defendant and which will likely lead to confusion.
25. The primary area of overlap is found with the plaintiff's "Telecom Group".  The Telecom Group consists essentially of telecommunications equipment products offered to the plaintiff's customers.  The group was formed in late 1995, and constitutes roughly over 6% of all of the plaintiff's company's sales, or about $1.4 million annually.

26. The Telecom Group was formed primarily to offer a wider portfolio of products to both the plaintiff's existing customers, as well as new customers involved in the telecommunications field.  It consists of products manufactured by Brigadeer Networks Corp, Northside Systems Inc., Target Technologies, Telaris Corporation and Nitro Corporation.  In addition to providing these products, the plaintiff provides total networking solutions which incorporate products manufactured by these companies.  Customers are serviced for voice and/or data communication requirements, product information, advice and supply, as well as for network integration and ongoing support services. 

Ref: Affidavit of K. W., p.3, para.12 - 14, Ex. C.

27. As noted, communication systems are dependent upon a variety of "transport streams", which are the technological means through which the voice and data communications are directed and transported.  The defendants offer remote network access services as well as hardware to support the transport streams to connect the remote networks together.  They provide hardware equipment that supports streams such as T1, Fractional T1, Switched 56, Frame Relay and ISDN.  The defendants also offer hardware and solutions to companies building LANs, usually confined to one location, and WANs (wide area networks) that usually tie two or more locations together.  In addition, they offer commercial internet services.   

28. The plaintiff's products, supplied by Brigadeer and Northside, also support the T1, Fractional T1, Switched 56, Frame Relay and ISDN streams.  Indeed, such products are the foundation of Brigadeer's product line.  In fact, the defendants' equipment manufacturers (Adpar, Ascii Communications and Tychi) are direct competitors with Brigadeer, which is the plaintiff's major supplier.  

29. Thus, both the plaintiff and the defendants provide products and services to offer support for Frame Relay and ISDN systems.  Frame Relays and ISDN (Integrated Switched Digital Network) are services offered by common carriers such as Bell Canada and Rogers Network Services, respectively.  Thus, there is a clear product overlap between the plaintiff and defendant in the telecommunications field, and the plaintiff's existing customers are now able to purchase similar or identical equipment from either of "the two Capones".

Ref: Affidavit of K. W., p.4-5, para.16-21, Ex.D.

30. Furthermore, the plaintiff's customers' needs sometimes include "LANs" (Local Area Networks), a type of network with which the defendants are apparently primarily concerned.   The plaintiff has sold LAN products manufactured by Brigadeer to customers such as Rogers and Laurentian Cable.  

31. There is direct competition between the plaintiff's products and those offered by the defendants for certain network systems offered by the plaintiff to its customers. If one of the plaintiff's customers such as Rogers wished to order routers for a LAN system, they could order from either the plaintiff or the defendants.  It is therefore possible that if anyone in the purchasing department at Rogers is confused between "the two Capones", the plaintiff could lose sales.

Ref: Affidavit of K. W., p.5, para.19-21;

32. Furthermore, the plaintiff supplies complete network systems or partial network systems to its customers (an example of which is the British House of Commons for which the plaintiff supplied part of the in-house television system).  Further, some of the plaintiff's customers become, by setting up such systems, internet service providers.  If the network system has a LAN component, or if the purchaser of the network system becomes an internet access provider, the customer would be in the position of potentially receiving service and/or equipment from "the two Capones".

Ref: Affidavit of K. W., p.5, para.19-21; par. 22-26, Ex. E - F.

Ref: Affidavit of N. S., p.15, par. 63.
Confusion:  Actual Incidents of Confusion
33. The plaintiff first became aware of the defendant's presence in late 1995 when customers and associates happened across promotional material issued by the defendants.  However, in 1997, the nature and frequency of confusion between the Plaintiff and the defendants has now begun to cause the plaintiff particular alarm and represents a constant, real threat to the plaintiff's goodwill.  The incidents of confusion are:

(i)
Attendees at trade-shows have mistakenly considered the plaintiff's representatives to be from the defendants.  There have also been several telephone calls to the plaintiff, obviously intended for the defendants.

Ref: Affidavit of N. S., p.10, para.43-49.




Ref: Affidavit of T. T..

(ii)
Purchasing representatives from one of the Plaintiff's major customers have mistakenly contacted the defendants in an attempt to contact the plaintiff's Vice-President of New Business Development, and have indicated that their company now does business with both the plaintiff and the defendants.

Ref: Affidavit of N. S., p.10, para.46.




Ref: Affidavit of K.W., p.2, para.3.

(iii)
Another of the plaintiff's major customers, upset at receiving internet junk mail from some third party, contacted the plaintiff believing it to be the defendant.

Ref: Affidavit of N. S., p.11, para.51.




Ref: Affidavit of J. A..

(iv)
There have been phone calls mistakenly placed to the plaintiff regarding shipments of goods.

Ref: Affidavit of N. S., p.10, para.47-48.




Ref: Affidavit of R.C..

(v)
Even the defendants' own representatives have called the plaintiff mistakenly believing it to be part of the defendants' organization.

Ref: Affidavit of N. S., p.11, para.48.




Ref: Affidavit of R.C., par. 4
Harm to Plaintiff 
34. If the defendants are allowed to continue to operate using the word "Capone" the goodwill and reputation of the plaintiff's company will suffer.  The plaintiff's company, the plaintiff's products and the plaintiff's services will become improperly associated with the products and services of the defendants.  The plaintiff's customers will be confused as to the true source of the products they order.

Potential for Lost Sales
35. The defendants will likely be approaching, and indeed may already have approached, the plaintiff's customers such as Shaw or Rogers for the purpose of marketing their products, and there is a distinct possibility that sales orders, which would otherwise have gone to the plaintiff could be lost as a result of confusion.  Quite often, the plaintiff's customers have a single purchasing department, staffed by persons who may not be knowledgeable of the difference between "the two Capones".  There is a distinct possibility that orders intended for the plaintiff could be forwarded to the defendants, causing lost sales.  As well, if the defendants were to fail to properly fulfill an order or otherwise provide poor service or products, the plaintiff may well be blamed due to the confusion, reflecting negatively upon the plaintiff and harming its well-established goodwill.

36. It is possible that the plaintiff has already lost sales due to the confusion resulting from the defendants conduct.  However, it is impossible to determine specifically what sales would have been made but for the confusion.

37. In particular, in any situation where the plaintiff has provided telecommunications equipment to a business or home which also has received LAN service or equipment from the defendant there is clear potential for confusion.

Ref: Affidavit of N. S., p.18, para.73  .



Ref: Affidavit of K.W., p.4, para.20-27.

Enormous Potential Damage through Misplaced Communications
38. On March 17, 1997 the plaintiff  received a customs broker invoice erroneously addressed to the plaintiff, regarding a shipment from the defendant Capone Worldwide (Springfield, U.S.A.) to the defendant Capone Networking (Red Deer).

Ref: Affidavit of N. S., p.12, para.54 - 57, Ex. Z.

39. This error is of tremendous concern for the following reasons:

a.
The plaintiff uses the same customs broker (which is why the plaintiff received the misdirected invoice).  If the broker, the courier, or the supplier was to mistakenly name the defendants as the consignee, the equipment would never reach the plaintiff.   Not only would the plaintiff lose money from the specific order in question, but the plaintiff's customer who expected the equipment in a timely fashion could lose business and drop the plaintiff as a supplier.  The "ripple effect" on the plaintiff's reputation would be absolutely devastating.

b.
There are confidentiality concerns.  Often suppliers write sensitive information on the commercial invoice, such as the identity of the ultimate recipient of the equipment (ie the plaintiff's customer), the nature and quantity of the equipment; the price of the equipment; the contact person at the plaintiff's customer's location, etc..

c. The proprietary interests of the plaintiff's suppliers may be violated, and sensitive pricing information disclosed, should a shipment of equipment be misdirected to the defendants.  The plaintiff has special distributorship arrangements with suppliers such as Brigadeer and Northside, and are interdependent with them in a special relationship to serve the customers' needs.  The defendants have equipment manufactured by suppliers who are in direct competition with Brigadeer and Northside.  If Brigadeer's or Northside's equipment, for example, was shipped to the defendants by mistake, their equipment specifications and trade secrets could easily fall into their competitors' hands.  

40. On many occasions, the plaintiff's customers do not wish to have their operational requirements made known prior to certain contracts being executed or regulatory approvals granted.   Inadvertent disclosure of such information to third parties such as the defendants, through mistakes such as that which occurred with the customs broker, would not reflect well on the plaintiff.

Ref: Affidavit of N. S., p.12, para.54 - 57, Ex. Z.


Ref: Affidavit of K. W., p.7, para. 28-30.

Potential for Misdirected Fax Orders
41. A further concern is the real potential for misdirected facsimile transmissions.  Quite often, a major customer will fax the plaintiff an inquiry regarding the plaintiff's stock of certain types and quantity of equipment, and will then follow a short time later with an actual purchase request.  Such sales can represent millions of dollars.  If the plaintiff does not receive the initial fax transmission because it has been sent to "the wrong Capone", the plaintiff will not be prepared to fulfill the follow up request for a purchase. Not only would the plaintiff lose that specific sale, but the plaintiff would also very likely lose all the customer's business.

42. Since there has already been misdirection of correspondence involving the plaintiff and the defendants, there is a real possibility, and probability, that an order or significant customer inquiry could be misdirected.  Depending on the customer, the mistake could put the plaintiff out of business.

Ref: Affidavit of N. S., p. 13, para.58-60.

43. If an injunction is not granted,

a.
The plaintiff will lose a substantial amount, if not all, of the goodwill associated with Capone Telecommunications Inc. which it has built up since early 1993.

b.
Sales will be lost through miscommunication and misdirection of correspondence, and general confusion;

c.
The plaintiff's reputation for reliability will be lost throughout the industry due to miscommunication and misdirection of correspondence.

d.
The reputation of the defendants will become associated with Capone Telecommunications Inc..

e.
Due to confusion, there will be a profound loss of distinctiveness of the plaintiff's company in the telecommunications field.  In every situation where the plaintiff's equipment is supplied to an end-user which also uses the defendants for LAN or internet services, there will be "two Capones".  Many people, including some of the plaintiff's larger customers, may not recognize or fully appreciate the differences between the two, and the goodwill the plaintiff has worked hard to establish will thus be eradicated by the defendants' entrance in the plaintiff's field and into the plaintiff's customers' sphere of activities.

f.
The lost sales and profits due to confusion in the telecommunications market will be impossible to quantify.

g.
Trade secrets, confidential information about technology, pricing and industry contacts regarding both the plaintiff's suppliers and the plaintiff's customers will be improperly disclosed, causing a profound and irreparable loss of faith in the plaintiff's company by suppliers and customers.  The harm to the plaintiff's reputation, the plaintiff's sales, and the plaintiff's employees would be irreparable.

Ref: Affidavit of N. S., p.17, para.73-75.

Correspondence and Warnings to Defendant to Desist
44. Commencing March 18, 1996, the plaintiff's solicitors wrote to the defendants outlining the problem of confusion and requesting the curtailment of the use of the word "Capone" in the defendant's operations and marketing.  The defendants have refused to curtail its use of the word "Capone".

Ref: Affidavit of N. S., p.18, para.76-80, Ex. EE - GG.

45. In fact, on August 12, 1996, the U.S. defendant, without notice to the plaintiff, applied under the Trade Marks Act to register the trade-mark and words "Capone Worldwide", claiming that the trade-mark has been used in association with the services of "installation, maintenance and repair of computer hardware and software used for computer network systems" since November 1995.

Ref: Affidavit of N. S., p.9, para.38-40, Ex.W-Y.

46. Because the plaintiff has had prior consistent usage of the trade-name and trade-mark Capone Telecommunications Inc., in April 1997 the plaintiff itself made application to have the Trade-mark registered.

Ref: Affidavit of N. S., p.9, para.40.

Balance of Convenience
47. The trend for convergence of the cable, communications and computer industries was evident when the plaintiff first commenced business.  Indeed, the defendants should have known in 1993, before they ever started doing business in Canada, that there would be a convergence of telephone, cable and computer communication technologies, and that cable television companies were beginning to enter the field of information technology. At the time the defendants first began their incorporations, it was readily apparent that cable broadcasting companies were in the information superhighway and information interactivity field, as is evidenced by, among other things, the Federal Court Trial Division decision of Dube J. in Groupe Videotron v. Vidatron Group (August 12, 1994), 57 C.P.R. (3d) 91.

Ref: Affidavit of N. S., p.15, para.64, 66-67.

Ref: Affidavit of K.W., p.2, par.7.

48. The defendants could have, prior to commencing business, conducted a corporate search which would have indicated, from the plaintiff's trade-name alone, that the plaintiff was operating in the same general field as that in which the defendants were to operate. 



Ref: Affidavit of K.W., p.2, par.7-8.

49. In March, 1996, only about four months after the defendants commenced business in Canada under the trade-mark and trade-name Capone Worldwide, the plaintiff warned the defendants to cease using the confusing trade-mark.  The defendants refused, and chose to continue their operations with "eyes wide open".

Ref: Affidavit of N. S., p.18.

PART II - LAW

THE GENERAL TEST FOR AN INTERLOCUTORY INJUNCTION
50. In order to obtain an interlocutory injunction the plaintiff must demonstrate that:

(a)
it has raised a serious question to be tried or a good prima facie case or a good cause of action; 

(b)
that the refusal of an injunction pending trial would cause irreparable harm not compensable by way of monetary damages; and 

(c)
if there is doubt, a court may decide on the balance of convenience.

Nadel Enterprises Inc. v. Vivitar Canada Ltd. (1995), 60 C.P.R. (3d) 289, at 292, per Jerome A.C.J. quoting Turbo Resources Ltd. v. Petro Canada Inc. (1989), 24 C.P.R. (3d) 1 (F.C.A.).

51. Generally, the court's discretion as to whether an interlocutory injunction should issue is exercised in accordance with the principles established by the House of Lords in American Cyanamid Co. v. Ethicon Ltd., [1975] A.C. 396. In accordance with that decision, the court must first be satisfied that there is a serious question to be tried. Thereafter, it should not try to assess relative merit by looking for a prima facie case in the affidavit evidence. Rather, it should consider the balance of convenience. If it appears that damages awarded at trial will adequately compensate the plaintiff, and the defendant is likely to be able to pay them, interlocutory relief should not normally be granted. On the other hand, if damages would not adequately compensate the plaintiff, it is then necessary to consider whether the defendant would be adequately compensated by damages should the plaintiff not succeed at trial. If so, interlocutory relief will be granted.

Business Depot v. Can. Office Depot (1993), 49 C.P.R. (3d) 230 at 235 (F.C.T.D.) 

A.
SERIOUS ISSUE TO BE TRIED
52. Accordingly, the threshold test for the grant of an interlocutory injunction is that the applicant must satisfy the court there is a serious issue to be tried. In determining whether this test has been met, the court will not attempt to resolve conflicts of affidavit evidence as to the facts on which the claims of either party may ultimately depend, nor will it decide difficult questions of law which call for detailed argument and deliberation. These are matters to be dealt with at trial. Since American Cyanamid, the court is no longer required to consider whether, if the case went to trial on the affidavit evidence, the plaintiff would probably succeed. This eliminates the necessity of evaluating rival contentions presented in elaborate affidavits and avoids substantial trials‑before‑trials.

Components of a Passing-Off Action
53. With respect to a passing-off action based on section 7(b) and (c) of the Trade-marks Act, the following principles apply:

Trade-marks Act, Section 7
   7. No person shall

(b) direct public attention to his wares, services or business in such a way as to cause or be likely to cause confusion in Canada, at the time he commenced so to direct attention to them, between his wares, services or business and the wares, services or business of another;

(c) pass off other wares or services as and for those ordered or requested;

54. Section 7(b) is a statutory statement of the common law action of passing-off which is a form of misrepresentation whereby a trader takes "a free ride" on another person's goodwill by pretending that his wares, services or business are those of that other person.

55. Any action by a trader which is likely to raise confusion in the mind of a consumer with respect to the source of his wares, services, or business may constitute an act of passing-off;  "intention": does not constitute an element of a breach of section 7(b).

56. Under section 7(b) passing-off may be accomplished by different means:  use of a confusing trade mark, trade name, get-up, signs, advertising, etc..  Once a trader can prove that his services or business are recognized in the market-place by distinctive indicia, no other trader can use such indicia in a way to cause or likely to cause confusion.

Canadian Trade-Marks Act Annotated  H.G. Richard et. al (De Boo: 1996), p. 7-3.

Three Components
57. There are three necessary components of a passing-off action:

1.
The existence of goodwill;


2.
deception of the public due to a misrepresentation (whether intentional or not); and


3.
actual or potential damage to the plaintiff.

Business Depot v. Can. Office Depot, supra, at 237 

Protecting the Reputation of Tradename

58. An action for passing-off based on the use of a trade-name is founded on the principle that the plaintiff, having established a business reputation under a particular name, has a right to restrain anyone else from injuring his business by using that name, or a name so nearly resembling it as to be calculated to deceive, or from representing that his business is the business of the plaintiff or is connected with it.

Trademarks Law of Canada, G. F. Henderson et al. (Carswell: 1993) p. 209-10.

59. The action for passing-off is characterized as protecting the goodwill of a business which is embodied in certain indicia, such as trademarks and trade-names.

Trademarks Law of Canada, supra, at 209-10.

60. Competition is not a requirement for statutory passing-off actions, although the fields of activity of the plaintiff and defendant are still a relevant consideration when determining a likelihood of confusion.

Windmere Corp. v. Charlescraft Corp. (1988), 23 C.P.R. (3d) 60 at 66 (F.C.T.D.)

61. A plaintiff does not have to be in direct competition with the defendant to suffer injury from the use of its trade name by the defendant.  If the plaintiff's trade name has a reputation in the defendant's jurisdiction, such that the public associates it with services provided by the plaintiff, then the defendant's use of it means that the plaintiff has lost control over the impact of its trade name in the defendant's jurisdiction. 

Orkin Exterminating Co. Inc. v. Pestco (1985), 50 O.R. (2d) 726 at 738, (Ont.C.A.)

HQ Network Systems Inc. v. H.Q. Office Supplies Warehouse Inc (1990), 30 C.P.R. (3d) 558 at 568 (F.C.T.D.)

Confusion

The Trade-marks Act, section 6
62.

6(1)
For the purposes of this Act, a trade-mark or trade-name is confusing with another trade-mark or trade-name if the use of the first mentioned trade-mark or trade-name would cause confusion with the last mentioned trade-mark or trade-name in the manner and circumstances described in this section.

6(2) The use of a trade mark causes confusion with another trade mark if the use of both trade marks in the same area would be likely to lead to the inference that the wares or services associated with such trade marks are manufactured, sold, leased, hired or performed by the same person, whether or not such wares or services are of the same general class.

(3) The use of a trade mark causes confusion with a trade name if the use of both the trade mark and trade name in the same area would be likely to lead to the inference that the wares or services associated with the trade mark and those associated with the business carried on under such trade name are manufactured, sold, leased, hired or performed by the same person, whether or not such wares or services are of the same general class.

(4) The use of a trade-name causes confusion with a trade-mark if the use of both the trade-name and trade-mark in the same area would be likely to lead to the inference that the wares or services associated with the business carried on under the trade-name and those associated with the trade-mark are manufactured, sold, leased, hired or performed by the same person, whether or not the wares or services are of the same general class.

(5) In determining whether trade marks or trade names are confusing, the court or the Registrar, as the case may be, shall have regard to all the surrounding circumstances including

(a)
the inherent distinctiveness of the trade marks or trade names and the extent to which they have become known;

(b)
the length of time the trade marks or trade names have been in use;

(c)
the nature of the wares, services or business;

(d)
the nature of the trade; and

(e)
the degree of resemblance between the trade marks or trade names in appearance or sound or in the ideas suggested by them.

Case Law, Confusion
63. The cases decided under s.7(b) of the Trade-Marks Act also suggest that the factors outlined in s.6(5) of the Act are also relevent to a determination of whether or not confusion between the marks in question is likely.

Windemere Corp. v. Charlescraft Corp., supra, at 67

64. It is not necessary for there to be actual use of the conflicting marks in the same area, nor for there to be evidence of actual confusion. The test of s‑ss. (2) and (3) of s. 6 is not what has happened in fact but what inference would likely be drawn if the parties did use the conflicting marks and trade names in respect of the different classes of goods in the same area.

Oshawa Holdings Ltd. v. Fjord Pacific Marine Industries Ltd. (1981), 55 C.P.R. (2d) 39.

Innocent Confusion
65. Innocent confusion is just as subject to injunctive relief as deliberate confusion.  Furthermore, proof of confusion is not actually essential in order to obtain an interlocutory injunction.


688863 Ont. Ltd. v. Landover (1991), 35 C.P.R. (3d) 399 at 404 (F.C.T.D.)

Where Defendant Entering Plaintiff's Field of Activity
66. The words "in the same area" as used in section 6 of the Act are not restricted to meaning the same geographic area, but also mean the same "trade" or  "field of trade".

Fednav Ltd. v. Fortunair Canada Inc (1994), 59 C.P.R. (3d) 1 at 5  (F.C.T.D.)
67. Where a company has been involved in cable broadcasting and is now involved with the information superhighway, and the defendant seeks to enter a field related to the field already occupied by the plaintiff, namely, the field of information interactivity, an injunction may issue.

Group Videotron Ltee. v. Vidatron Group Inc. (1994), 57 C.P.R. (3d) 91 at 93 (F.C.T.D.).
Overlap of Goods

68. Whether the goods sold by the parties are similar is a major factor in determining whether an injunction should issue.  It is submitted that an overlap in products and services combined with a similarity in the nature of trade and a degree of resemblance between the trademarks will justify a finding of the possibility of confusion.

Jercity Franchises Ltd. v. Foord (1990), 34 C.P.R. (3d) 289 at 294 (F.C.T.D.)  
Degree of Resemblance in the Ideas Suggested by the Trade-marks: Dictionary Definitions
69. The following dictionary definitions of "network", "networking" and "telecommunications" may assist with the issue of whether there is a degree of resemblance in the ideas suggested by the trade-marks in issue.


Webster's Dictionary


network  n. a fabric of crossed threads knotted at the intersections ... any set of interlinking lines resembling a net, a network of roads...an interconnected system,  a network of alliances... a chain of radio or television stations.


network v. 1. (British) to appear on a network  2. to make connections among people or groups.


telecommunication  n. any process of communication over a considerable distance (by telegraph, telephone, radio etc.)... (pl) the science that deals with these processes.

Ref:
The New Lexicon Webster's Dictionary of the English Language (1987) Lexicon Publications: New York

Oxford Dictionary


Network
e.
A system of cables for the distribution of electricity to consumers; spec. one in which interconnections are such that each consumer is supplied by more than one route; hence, any system of interconnected electrical conductors or components, sometimes including a source of e.m.f., that provides more than one path for the current between any two points.

f.
A broadcasting system, consisting of a series of transmitters capable of being linked together to carry the same programme; also, in a more general sense: a nation-wide broadcasting company; the broadcasting companies as a whole.

h.
An interconnected group of people; an organization.


network v. [f. the sb.] a. to cover with a network.    b. To broadcast simultaneously over a network of radio or television stations.


d. Also attrib.  Also, a representation of interconnected events, processes, etc. used in the study of work efficiency.  Hence networking sb.


Telecommunication  Communication over long distances, esp. by electrical means such as by telegraphy, telephony, or broadcasting; (usu. in pl) the branch of technology concerned with this.  Also concr., a means or channel of such communication.

.... The capture of data at its point of origin, its rapid transmission over telecommunication links, and its filtering and analysis by computers.

Ref:
Oxford English Dictionary (Supplement) (1986) Oxford University Press: New York

Interpretation Act

"Telecommunication" means any transmission, emission or reception of signs, signals, writing, images, sounds or intelligence of any nature by wire, radio, visual or other electromagnetic system.

Ref:
Interpretation Act, R.S.C. 1985, c. I-21, s.35(1).

B.
IRREPARABLE HARM
Meaning of "Irreparable Harm"

70. "Irreparable" refers to the nature of the harm suffered rather than its magnitude.  It is harm which either cannot be quantified in monetary terms or which cannot be cured, usually because one party cannot collect damages from the other.  Examples of the former include instances where one party will be put out of business by the court's decision (R.L. Crain Inc. v. Hendry (1988), 48 D.L.R. (4th) 228 (Sask. Q.B.)); where one party will suffer permanent market loss or irrevocable damage to its business reputation (American Cyanamid, supra); or where a permanent loss of natural resources will be the result when a challenged activity is not enjoined (MacMillan Bloedel Ltd. v. Mullin, [1985] 3 W.W.R. 577 (B.C.C.A.)).  

Wool-Mart v. Wal-Mart, (1995), 64 C.P.R. (3d) 442 (F.C.T.D.) quoting R.J.R. MacDonald v. Canada (1994), 1 S.C.R. 311.

Loss of Goodwill

71. Goodwill has been defined as "...the drawing power...to attract and retain customers.", and as "the benefit and advantage of the good name, reputation, and connection of a business.  It is the attractive force which brings in custom."

Where, by rendering the plaintiff's name no longer distinctive the defendants will be taking from the Plaintiff the goodwill on which the company is based, the irreparable harm is the loss of the distinctiveness of the plaintiff's name which will lead to the loss of the trademark and the consequential loss of the goodwill.

Kun Shoulder Rest Inc. v. Joseph Kun Violin and Bow Maker Inc. (February 13, 1997, Nadon J., (F.C.T.D.)), at p. 5.

72. The destruction of goodwill constitutes irreparable harm. The complex issue of market variances and other economic influences are almost impossible to determine.  A plaintiff may be entitled to an interlocutory injunction where it has established extensive goodwill in connection with its trade mark, which could be seriously damaged if another company operating under a similar trade name were to be confused with it, and perhaps benefit by its publicity:


688863 Ontario Ltd. v. Landover, supra, at 405 

73. The goodwill which the plaintiff has established in connection with its trade mark can be seriously damaged if another company offering the same wares and operating under a similar trade name were to be confused with it.   Such goodwill is an invaluable asset, the potential erosion of which constitutes irreparable harm and warrants the issue of an interlocutory injunction.

Business Depot v. Can. Office Depot, supra, at 239.

Where Damages Impossible to Quantify

74. Where it is virtually impossible to ascertain how much will be lost, but the Court is persuaded that the loss during the interim period until trial would have wide‑ranging effects that could not be easily quantified in damages, an injunction may issue.

Business Depot v. Can. Office Depot, supra, at 238.

75. In instances where it will be impossible to determine with accuracy who may choose to do business with whom, and therefore impossible to assess the plaintiff's damages with respect to loss of sales and goodwill and the reduction in the value of their trademark, such inability to quantify damages will support the granting of an injunction.

Cooper v Barakett International (1992), 46 C.P.R. (3d) 74, at 95-96 (F.C.T.D.)
76. The depreciation of goodwill through use of a confusing trade name in respect of a similar business is much more difficult to quantify for purposes of compensation than a situation where the defendant is selling specific articles which are substitutes for articles in respect of which the plaintiff has a registered trade mark.


Jercity Franchises Ltd. v. Foord, supra, at 295-96.

Claim Cannot be Speculative

77. A claim of irreparable harm cannot be purely speculative.  Confusion does not, per se, result in a loss of goodwill and a loss of goodwill does not, per se, establish irreparable harm not compensable in damages.  The loss of goodwill and the resulting irreparable harm cannot be inferred, it must be established by "clear evidence".


Centre Ice Ltd. v. National Hockey League (1994), 53 C.P.R. (3d) 34 (F.C.A.) at 54, per Heald J.A..

78. Heald J. A. in Centre Ice was saying that there must be an evidentiary basis, individually, of distinctiveness, deception, loss of goodwill and irreparable harm not compensable in damages.  It is not possible to infer loss of goodwill from evidence of confusion, or irreparable harm from evidence of loss of goodwill.  There must be some evidence supporting each element.

79. However, Centre Ice does not say that a motions judge may not make inferences that reasonably flow from the evidence.  What Heald J.A. was saying was that evidence on one element, e.g deception, could not by inference, prove what was required in respect of another related but distinct element, e.g. loss of goodwill. Proof of each element requires its own evidentiary basis.  But once some evidence of an element is present, inferences that logically and reasonably flow from that evidence may be drawn.

Ciba-Geigy Canada Ltd. v. Novopharm Ltd. (1994), 56 C.P.R. (3d) 289, at 325 (F.C.T.D.).

Quia Timet Injunctions

80. There is also a recognized exception to the Centre-Ice test when the injunction is quia timet.

826129 Ontario Inc. v. Sony Kabushiki Kaisha (1995), 65 C.P.R. (3d) 171, at 184 (F.C.T.D.).

Logical Inferences May Still be Made
81. Where there is evidence for a court to infer that the continuance of two companies may well eradicate the distinctiveness of the plaintiff's mark and subsequently erase all goodwill the Plaintiff has created which attracts purchasers specifically to the Plaintiff company, an injunction may issue.

Kun Shoulder Rest Inc. v. Joseph Kun Violin and Bow Maker Inc., supra, at 5 (para. 15)

82. While certainly the standard in Centre-Ice is a high one, in an appropriate case, where there is clear evidence upon which reasonable and logical inferences of irreparable harm can be made, the requirements necessary to obtain an interlocutory injunction may be met.

Sports Authority Inc. v. Vineberg (1995), 61 C.P.R. (3d) 155 at 157 (F.C.T.D.)

83. If the reasonable and logical inference is that the distinctiveness would wither away and the plaintiff's property interest would be taken away, the plaintiff would be deprived of the goodwill without compensation in damages.  

826129 Ontario Inc. v. Sony Kabushiki Kaisha, supra, at 184.

Plaintiff Does Not Have to Wait to be Irreparably Harmed
84. Even though there may be some degree of speculation, the court is entitled to draw reasonable conclusions from the proven facts.  Furthermore, the plaintiff should not have to wait until it has been irreparably harmed before it can make an application for an interlocutory injunction to prevent it.

Popsicle Industries Ltd. v. Ault Foods Ltd. (1987), 17 C.P.R. (3d) 1, at p.6 (F.C.T.D.);

826129 Ontario Inc. v. Sony Kabushiki Kaisha, supra, at 184 

C.
BALANCE OF CONVENIENCE
85. In the event there is doubt concerning the adequacy of damages to either party, any consideration which might influence the balance of convenience will be brought into account by the court.  The following factors are of importance:

(a) Where a plaintiff's recoverable damages resulting in the continuance of the defendant's activities pending trial would be an adequate remedy that the defendant would be financially able to pay, an interlocutory injunction should not normally be granted;

(b) where such damages would not provide the plaintiff an adequate remedy but damages (recoverable under the defendant's undertaking) would provide the defendant with such a remedy for the restriction on his activities, there would be no ground for refusing an interlocutory injunction;

(c) where doubt exists as to the adequacy of these remedies in damages available to either party, regard should be had to where the balance of convenience lies;

(d) where other factors appear to be evenly balanced, it is prudent to take such measures as will preserve the status quo;

(e) where the evidence on the application is such as to show one party's case to be disproportionately stronger than the other's, this factor may be permitted to tip the balance of convenience in that party's favour provided the uncompensatable disadvantage to each party would not differ widely;

(f) other unspecified special factors may possibly be considered in the particular circumstances of individual cases.


Business Depot v. Can. Office Depot, supra at 235-36, quoting Turbo Resources Ltd. v. Petro Canada Inc. (1989), 24 C.P.R. (3d) 1.

86. The balance of convenience will favour the plaintiff where the damage that would result to the defendant to operate under another name will be significantly less than that which would be incurred by the plaintiffs if an interim injunction is not granted.

Rylar Development Ltd. v. Laredo Construction Inc. (May 3, 1996, McKeown J. (F.C.T.D.)) at p.2.

Determination of Date of Status Quo

87. The status quo should be determined as it existed before the commencement of the defendant's operations.


Movel Restaurants v. E.A.T. (1994), 59 C.P.R. (3d) 73 at 78 (F.C.T.D.).

Cooper v Barakett International, supra, at 100.

Nature Co. v. Sci-Tech Educational Inc. (1991), 40 C.P.R. (3d) 184 at 192 (F.C.T.D.).

Where Defendant Has Taken Calculated Risk
88.
The balance of convenience may favour the plaintiff in a case where the defendant has taken a calculated risk, or has moved "with its eyes wide open" and "jumped the gun".
Cooper v Barakett International, supra, at 99. 


Movel Restaurants v. E.A.T., supra, at 78.


Jercity Franchises Ltd. v. Foord, supra, at 296.

Mascot International v. Harman Investments Ltd. (1993), 46 C.P.R. (3d) 161, at 182 (F.C.T.D.).

Interprovincial Lottery Corp. v. Lottery Jackpot Ltd. (1994), 59 C.P.R. (3d) 100  at 106 (F.C.T.D.)

DATED 
ALL OF WHICH IS RESPECTFULLY SUBMITTED,
______________________________________

Counsel for the Plaintiff

