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are spelled differently but which are otherwise identical in meaning or when sounded, will not necessarily be captured

by such a search. In this case, the difference was between the words “a” and “the”: “We’ll leave a light on for you”

vs. “We’ll leave the light on for you”.

The tools available

By comparison, experienced trademark counsel have tools at their disposal which allow for a much more sophisticated

and comprehensive search of the Canadian Trademarks Office database, as well as the marketplace more generally, than

is available on the Trademarks Office website. There are two types of searches which are typically offered.

The first is a search for potentially confusing marks on the Canadian Trademarks Office database. This search will

identify trademark registrations, pending trademark applications and official marks (which are a special type of mark

that could block third parties) that could pose an obstacle to the use and registration of the proposed trademark. This

search is structured to identify much more than identical trademarks. A skilled searcher can identify pre-existing

trademark registrations, applications and official marks which could be construed as confusing with the proposed

trademark, by reason of appearance, sound, or idea conveyed.

The second type of search is known as a “common law” search. Since it is possible to acquire trademark rights in

Canada simply through use of a trademark, without having applied to register the mark, unregistered rights may exist

which will not be identified by the Trademarks Office database search, discussed above. These unregistered rights

owned by a third party can similarly pose an obstacle to the use and registration of the proposed trademark. The

“common law” search typically involves a search of websites, domain names, Canadian corporate and trade name

directories as well as business directories for potentially confusing trademarks and trade names that might not appear

on the Trademarks Office database, but which nevertheless could pose an obstacle.

Accordingly, companies considering adopting a new trademark in Canada may wish to ensure that they have an

experienced trademark practitioner conduct a search of the Canadian Trademarks Office database. For new trademarks

in which a significant investment will be made, such as the launch of a new product or major advertising campaign,

companies may also wish to conduct a “common law” search in addition to a search of the Trademarks Office

database to provide greater certainty that problems will not arise with the new mark.

Get advice early

The Yukon example illustrates the benefit of incorporating a trademark clearance search early in the brand development

process, and the potential cost of not doing so.

While conducting a trademark clearance search involves an investment at the outset, a search of the records of the

Canadian Trademarks Office and a legal opinion on the availability of the mark are typically reasonably inexpensive.

When this is weighed against the potential cost of having to change a trademark after a product or campaign has

already been launched in the marketplace, the benefit of clearing the mark early becomes easy to appreciate.

Depending on the industry, having to remove or modify a trademark after use has already commenced can involve

recalling existing products, changing all product packaging and printed materials, as well as modifying or removing

television, online and hard copy advertising.

The best practice is to involve trademark counsel early in the brand development process to clear potential trademark

candidates that the business would like to use. This will ensure that creative energy is not wasted on designing a

campaign around a trademark which is not available.

Decide who is responsible for the search

For companies working with outside advertising agencies to develop a brand, it is important to establish at the outset

which party is responsible for arranging the clearance search. A major pitfall to avoid is a situation where each party

assumes that the other has responsibility for the search, and a significant investment is made in developing the brand

without a search being conducted.
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Conclusions

A trademark clearance search is a good example of a relatively inexpensive step that brand owners can take to help

ensure that costly surprises are avoided when launching a new brand, and of the value that a skilled trademark

practitioner can bring to the brand development process.

For further information, please contact a member of our firm’s Trademarks group.

LEGISLATIVE UPDATE

Alberta

Notaries and Commissioners

The Notaries and Commissioners Act, SA 2013, c. N-5.5 (the “NCA”), was proclaimed in force on April 30, 2015. The

NCA, which was discussed more fully in the December 2013 issue of the Commercial Times, repeals the Commissioners

for Oaths Act, RSA 2000, c. C-20, and the Notaries Public Act, RSA 2000, c. N-6, modernizing and consolidating these

pieces of legislation.

British Columbia

Chartered Professional Accountants

On March 4, 2015, Bill 4, the Chartered Professional Accountants Act (the “Bill”), received third reading. The Bill would

repeal the Accountants (Certified General) Act, RSBC 1996, c. 2, the Accountants (Chartered) Act, RSBC 1996, c. 3, and

the Accountants (Management) Act, RSBC 1996, c. 4, and replace them with the new Bill.

The Bill would also amalgamate the Certified General Accountants Association of British Columbia, the Certified

Management Accountants Society of British Columbia, and the Institute of Chartered Accountants of British Columbia,

continuing them as a corporation to be known as the “Organization of Chartered Professional Accountants of British

Columbia” (the “CPABC”).

The objects of the CPABC would be to:

● promote and maintain the knowledge, skill, and proficiency of members and students in the practice of accounting;

● establish qualifications and requirements for admission as a member and continuation of membership, as well as for

enrollment of students;

● regulate all matters relating to the practice of accounting by members, students, professional accounting

corporations, and registered firms;

● establish and enforce professional standards; and

● represent the interests of members and students.

Among other things, the Bill provides:

● that the board must admit a person to membership who passes the required examinations, satisfies the board that

the person is of good character, pays applicable fees, and meets other requirements specified in the bylaws;

● that the board must issue a permit to a corporation that is a company as defined in the Business Corporations Act

(the “BCA”) and that is in good standing under the BCA or that is an extraprovincial company as defined in the BCA,

if the board is satisfied that specified legislative conditions are met;

● for applicable designations and associated prohibitions;

● for practice reviews, investigations, and hearings; and
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● various transitional provisions.

The Bill comes into force by regulation of the Lieutenant Governor in Council.

Business Practices and Consumer Protection

On March 9, 2015, Bill 6, the Justice Statutes Amendment Act, 2015 (the “Bill”), received second reading. Among other

things, the Bill:

● amends section 115 of the Business Practices and Consumer Protection Act, SBC 2004, c. 2 (the “BPCPA”), regarding

the items about which a collector must notify a debtor in writing before attempting to collect payment;

● adds a new subsection to section 115 of the BPCPA to provide that a collector may initiate verbal communication

with a debtor before sending the requisite written notice solely to obtain a home address or email address in order to

send the written notice, if the collector does not have same or has reason to believe that same are incorrect;

● amends sections 116 and 117 of the BPCPA, which relate to communicating with a debtor or persons other than the

debtor, to include reference to the debtor’s email address and to amend the items about which a collector must first

advise the debtor at the time of communication; and

● repeals the definitions of “debt pooler” and “debt pooling system”, adds a definition for “debt repayment agent”, and

sets out rules in respect of debt repayment agents.

The above provisions come into force by regulation of the Lieutenant Governor in Council.

Private Career Training Institutions

On March 3, 2015, Bill 7, the Private Training Act (the “PTA”), received second reading. The PTA would repeal the

Private Career Training Institutions Act, SBC 2003, c. 79 (the “PCTIA”), the Private Career Training Institutions Regulation,

BC Reg. 466/2004, and the bylaws of the Private Career Training Institutions Agency established under the PCTIA, and

replace them with the new PTA.

Among other things, the PTA provides:

● that unless an institution holds a certificate under the PTA, the institution is not permitted to provide a

career-related program of instruction for which: (a) the tuition is equal to or greater than the amount prescribed by

regulation; and (b) the instructional time is equal to or greater than the duration prescribed by regulation;

● that the registrar may issue a registration certificate or designation certificate to an institution if specified conditions

are met;

● for approval by the registrar of certain programs of instruction;

● for the establishment by certified institutions of a dispute resolution process for student complaints;

● for continuation of the Student Training Completion Fund, to be known as the Student Tuition Protection Fund;

● for inspections, compliance orders, and administrative penalties; and

● for transitional provisions and consequential amendments.

The PTA comes into force by regulation of the Lieutenant Governor in Council.

Manitoba

Motor Vehicle Advertising and Information Disclosure 

On February 13, 2015, the Motor Vehicle Advertising and Information Disclosure Regulation, Man. Reg. 21/2015 (the

“Regulation”), was registered.

Among other things, the Regulation sets out the rules in respect of:

● advertisements placed by motor vehicle dealers to induce a trade in a motor vehicle, including in respect of pricing,

required disclosures, photographs, and the use of the word “free”; and
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● disclosures that a motor vehicle dealer must ensure are contained in any contract to sell or lease a new or used

motor vehicle, including, among other things, the vehicle identification number, a statement regarding whether the

vehicle is used or new, whether a manufacturer’s warranty has been cancelled, and whether the vehicle had suffered

specified damage or been used in specified ways.

The Regulation provides for administrative penalties ranging from $1,000 to $20,000, depending on whether the person

is an individual or corporation and whether it is a first, second, or subsequent contravention.

The Regulation comes into force on the same day that section 5 of The Consumer Protection Amendment and Business

Practices Amendment Act (Motor Vehicle Advertising and Information Disclosure and Other Amendments), SM 2013,

c. 34, comes into force, which was proclaimed in force on June 1, 2015.

Yukon

Personal Property Security and Securities Transfer Legislation 

On May 1, 2015, the Securities Transfer Act, SY 2010, c. 16 (the “Act”), will come into effect, as will the Regulation to

Amend the Personal Property Security Regulations, OIC 2015/12 (the “Regulation”).

The Regulation amends the Personal Property Security Regulations, OIC 1982/092, by, among other things, replacing

section 5(1)(i) and replacing Appendix I and several forms.

The coming into force of the Act brings Yukon in line with most other provinces in modernizing the legal framework for

securities regulation. The Act clarifies “the rights and responsibilities among the various parties involved, once the terms

of a securities purchase and sale have been reached, including circumstances where securities will be used as collateral

for lending or credit” (see http://www.community.gov.yk.ca/pdf/Business_Legislation_backgrounder(1).pdf).

For a discussion of the interaction of personal property security legislation and securities transfer legislation, please see

¶2315 of the Canadian Commercial Law Guide.

WORTH NOTING

Competition

On March 4, 2015, the Competition Bureau (the “Bureau”) released tips for consumers to help them avoid being

scammed (see http://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/03878.html). Certain scams can negatively

affect a business (e.g., spam email that asks for account information), and businesses may wish to share some of the

Bureau’s tips with employees.

Anti-Spam

On March 5, 2015, the Chief Compliance and Enforcement Officer of the Canadian Radio-television and

Telecommunications Commission (the “CRTC”) issued a notice of violation, including a penalty of $1.1 million, under

Canada’s anti-spam law. The CRTC also noted that a number of investigations are currently underway.

RECENT CASES

Disclosure Obligation Arose Upon Execution of Franchise Agreement 

Ontario Superior Court of Justice, January 27, 2015

In February 2011, the plaintiffs, Mr. Reda and his numbered company, 2256306 Ontario Inc. (together, “Reda”),

purchased an International News Kiosk business from Mr. Khalife (“Khalife”) under the Bulk Sales Act (“BSA”). Khalife

had operated the kiosk as a franchisee of the defendant Dakin News Systems Inc. (“Dakin”). Khalife’s franchise

agreement with Dakin had expired on July 30, 2010 and was not formally renewed, with Khalife having continued to
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operate the kiosk on a month-to-month basis. Prior to the sale, Dakin sent information about its transfer procedure and

advised that a transfer fee of $10,000 was payable. Reda and Khalife ignored that information and closed their deal

under the BSA. When Reda took over operation of the kiosk, it paid royalties to Dakin. On January 30, 2012, following

a site visit, Dakin sent a letter to Khalife indicating that the kiosk had been transferred without its consent, enclosed a

new franchise agreement, and indicated that a transfer fee of $10,000 was payable. On May 23, 2012, Dakin sent a

franchise agreement to Reda. On October 29, 2012, a franchise agreement (the “Agreement”) was signed. No transfer

fee was paid and Dakin did not provide Reda with any franchise disclosure documentation. In February 2013, the

landlord of the premises where the kiosk was located determined not to renew the lease, and Dakin sent a letter to

Reda advising of the need to relocate and pay relocation and other costs. In August 2013, the plaintiffs sought to

rescind the Agreement pursuant to section 6(2) of the Arthur Wishart Act (Franchise Disclosure), 2000, SO 2000, c. 3

(the “AWA”), on the basis that Dakin did not meet its statutory disclosure obligations under section 5 of the AWA.

Dakin sought to rely on three exemptions to the disclosure requirement under the AWA. It argued that: (a) the

exemption under section 5(7)(a)(iv) applied because the grant of the franchise had not been effected by it, but rather

by Khalife by means of the sale under the BSA; (b) the Agreement was merely a renewal or extension of a franchise

agreement, pursuant to the exemption in section 5(7)(f); and (c) the exemption in section 5(7)(g)(ii), which applied

when a franchise was not valid for longer than one year and the grant did not involve the payment of a

non-refundable franchise fee, was applicable. The parties each sought summary judgment.

The Court allowed the plaintiffs’ motion for summary judgment. None of the exemptions to the disclosure requirement

applied in this case. The Court found that the exemption in section 5(7)(a)(iv) did not apply as it was Dakin that had

precipitated the formation of a wholly new agreement in October 2012: if the BSA transfer had been a valid grant of

the franchise, the Agreement would have been unnecessary. The Court held that the Agreement did not merely

“normalize the relationship”, as Dakin argued, but actually granted the franchise. The renewal or extension exemption in

section 5(7)(f) did not apply as, although the business had operated uninterrupted, there had been a material change in

the person responsible for that operation and the Agreement was a new agreement between different parties. Finally,

the Court held that the exemption in section 5(7)(g)(ii) did not apply. Reda argued that the term was the one set out

in the Agreement, from December 1, 2010 to July 30, 2013, which is longer than the one year referenced in the

exemption provision. Dakin argued that, if that were the case, then Reda would be beyond the two-year rescission

period provided for in the AWA, such that Reda’s position was logically inconsistent. The Court noted that it appeared

to be Dakin that had insisted on the Agreement being made retroactive, even though it was only executed on

October 29, 2012, such that less than one year had passed. While the Court agreed that Reda could not “have it both

ways”, it found that the second condition of the exemption was not met because the Agreement indicated that a

franchise fee was to be paid as part of the purchase price (even though the fee had never actually been collected). The

Court concluded that the obligation to disclose arose when the Agreement was executed in October 2012 and that, as

the obligation was not met and as less than two years had passed between then and the time Reda sought to rescind

in August 2013, Reda was entitled to rescind the Agreement as provided in section 6(2) of the AWA.

2256306 Ontario Inc. v. Dakin News Systems Inc., 2015 CCLG ¶25-569

Issuance of Shares to Creditors Satisfied “Paid in Full” Requirement of
Section 6(8) of CCAA 

Supreme Court of British Columbia, January 27, 2015

The petitioners in a restructuring applied for an order sanctioning a proposed plan of compromise and arrangement (the

“Plan”) under the Companies’ Creditors Arrangement Act (“CCAA”). The Stanfield Mining Group (the “Group”), which

comprised the petitioners except for the newly added petitioner Purcell Basin Minerals Inc. (“Purcell”), carried on the

business of developing a copper mining property situated near the Bul River in British Columbia (the “Mine”). The two

principal companies involved in the development and operation of the Mine on behalf of the Group were the

petitioners Bul River Mineral Corporation (“Bul River”) and Gallowai Metal Mining Corporation (“Gallowai”). An initial

order pursuant to the CCAA was granted on May 26, 2011. The main problem faced by the Group was whether it

could be shown that there were proven resources at the Mine that would support the conclusion that the Mine was

viable. The Plan was filed on September 25, 2014, and set out that Purcell was the corporate vehicle by which the

restructuring was to be implemented. Corporate steps would be taken to ensure that Purcell and its shareholders would

have the sole interest in Bul River, Gallowai, and their subsidiaries. The Plan contemplated two classes of creditors
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voting on the Plan: trade creditors, holding debt claims, and preferred share claimants, holding certain preferred shares

in Bul River and Gallowai. The Plan involved, among other things, distributing new shares in Purcell (“Purcell Shares”) in

satisfaction of the claims of the trade creditors and the preferred share claimants. The Plan contemplated, as required

by the CCAA, that the trade creditors would be “paid in full”. The Plan was overwhelmingly approved by the trade

creditors and the preferred share claimants by the requisite double majority vote.

The Court sanctioned the Plan. The Court noted that even where the requisite double majority vote was obtained as

provided in section 6(1) of the CCAA, as in this case, the Court still had discretion as to whether a plan of arrangement

would be sanctioned. The criteria for sanctioning a plan where the double majority vote requirement is met are: (a)

there was strict compliance with statutory requirements; (b) material filed and procedures carried out were examined to

determine if anything was done that was not authorized by the CCAA; and (c) the proposed plan had to be fair and

reasonable. In sanctioning the Plan, the Court held that all of these criteria had been met. The Court had previously

declared that the petitioners qualified as debtor companies under section 2 of the CCAA and that the total claims

against them exceeded $5 million. The only substantial issue that arose was whether the trade creditors’ claims were

being “paid in full”, such that the equity claims could also be paid, as was required by section 6(8). The Court held

that the issuance of shares to creditors could satisfy the “paid in full” requirement of section 6(8). The Court noted

that one could argue that the value of the Purcell Shares would likely fluctuate over time; however, potential volatility

was not determinative as to whether, at closing, full payment will have occurred. Based on evidence presented, the

Court concluded that there would be sufficient value in the Purcell Shares in the future with which to satisfy the debt

owing to the trade creditors “in full”. The Court noted that the trade creditors who voted on the Plan agreed to accept

the Purcell Shares knowing of the uncertainty. The Court therefore concluded that the statutory requirements had been

met. The Court also noted that there was no suggestion that there was a violation of the CCAA. In considering whether

the Plan was fair and reasonable, the Court noted that factors to consider included: (a) whether the claims were

properly classified and the requisite approvals obtained; (b) what creditors would have received in a liquidation or

bankruptcy; (c) available alternatives; (d) oppression of the rights of creditors; (e) unfairness to shareholders; and (f) the

public interest. Considering those factors, the Court noted that the trade creditors would recover less in a bankruptcy or

liquidation and the court-appointed monitor agreed that the Plan was in the best interests of the stakeholders. The

Court also considered the releases provided for in the Plan. While third party releases within a plan of compromise

should not be allowed as a matter of course, the Ontario Court of Appeal in ATB Financial v. Metcalfe & Mansfield

Alternative Investments II Corp, 2008 ONCA 587, held that the Court may approve such releases where they are

“reasonably related to the proposed restructuring”. The Court determined that the proposed releases, as amended, were

rationally connected to the Plan and were necessary to its implementation. The Court sanctioned the Plan and

extended the stay of proceedings, as requested.

Bul River Mineral Corporation (Re), 2015 CCLG ¶25-570

Failure To Repay Debt to Single Creditor Constituted “Act of Bankruptcy” 

Ontario Superior Court of Justice, January 19, 2015

The applicant, Blancco Oy Ltd. (“Blancco”), and the respondent, Inside The Box Inc. (“ITB”), were parties to a 2007

distribution agreement to sell Blancco’s security software. Blancco claimed it was owed approximately $125,000 in total

for various licences supplied to ITB. In January 2011, Blancco terminated the distribution agreement and sued ITB for

the amounts allegedly owing. ITB filed a defence, but never filed a counterclaim. The principal of ITB conceded that ITB

owed Blancco about $87,000, but argued that ITB was not liable for that amount because ITB had potential claims

against Blancco that would offset the amount. In March 2014, Blancco filed an application for a bankruptcy order

under section 43(1) of the Bankruptcy and Insolvency Act (“BIA”). In its application, Blancco argued that: (a) ITB was

indebted to Blancco in the sum of just over $125,000; and (b) within six months preceding the date of filing of the

application, ITB committed an act of bankruptcy by failing to meet its obligations to Blancco, thereby ceasing to meet

its liabilities generally as they became due. ITB filed a responding application seeking the dismissal of the application

for the bankruptcy order. ITB argued, among other things, that it was not indebted to Blancco in the amount claimed

and that ITB intended to file counterclaims. The issues were: (a) whether a debt of at least $1,000 was owing as

required by section 43(1)(a) of the BIA; (b) whether the failure to pay a debt to a single creditor constituted an act of

bankruptcy under section 42(1)(j) of the BIA; and (c) whether the Court should exercise its discretion to grant a stay of

the bankruptcy order if the test for an order was met.
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The Court granted the bankruptcy order against ITB. The Court rejected ITB’s argument that because it intended to file

a counterclaim, its debt would be offset, such that an order should not be granted. ITB admitted that it owed a debt

that was a liquidated sum, in the amount of at least $87,610.44. The civil proceedings commenced in April 2011 and

ITB had yet to file a counterclaim. Further, the original mention of a proposed counterclaim was in September 2013,

and was based on an alleged claim that would have been barred by the Limitations Act. On cross-examination, ITB’s

representative refused to answer any questions on the proposed counterclaim, and then later sought to submit an

affidavit purporting to explain the basis of the proposed counterclaim. The Court found the affidavit to be inadmissible.

Moreover, the affidavit provided no basis for concluding that: (a) the alleged counterclaim would have anything to do

with the applicant’s claim; or (b) there was any prospect of success to the counterclaim. The Court held that there

were three “special circumstances” in which the courts had granted an order under section 43 on the basis of a debt

owed to only one creditor: (a) the creditor was the only creditor of the debtor and the debtor failed to meet repeated

demands; (b) the creditor was a significant creditor and there were special circumstances, such as fraud; or (c) the

debtor admitted that it was unable to pay creditors generally. In this case, the Court found that the lack of evidence

about other creditors, if there were any, resulted from ITB’s refusal to disclose relevant evidence, which gave rise to an

adverse inference that Blancco was the only creditor. The Court held that Blancco should not be denied the benefits of

the BIA simply because it was the only disclosed creditor. In terms of whether the Court should exercise its discretion

to grant a stay of the bankruptcy order, the Court noted that ITB had not met its onus of showing that a proposed

counterclaim intended to be pursued; rather, the threatened counterclaim appeared to be merely an attempt to hinder

or delay Blancco in the enforcement of its rights. The Court concluded that Blancco had far more to lose if the matter

dragged on than ITB would lose if the order were granted. Accordingly, a bankruptcy order was granted.

Blancco Oy Ltd. v. Inside The Box Inc., 2015 CCLG ¶25-571

Trustee Had Right To Appeal Decision Overturning Disallowance of Claim 

Court of Appeal of Alberta, January 30, 2015

The applicant was the trustee in bankruptcy (the “Trustee”) of Trimor Mortgage Investment Corporation (“Trimor”). The

Trustee’s decision disallowing the claim of the respondents, preferred shareholders of Trimor who had obtained a default

judgment of $272,000 against Trimor just prior to its bankruptcy, had been overturned. The respondents’ claim was

related to an alleged breach of the respondents’ shareholders’ agreement with Trimor, an alleged breach of fiduciary

duty, and alleged fraud, misrepresentation, and unlawful enrichment. The default judgment resulted from Trimor’s failure

to file a statement of defence within the permitted time. Trimor claimed that the failure was inadvertent, and moved

to set the judgment aside. Before that application was heard, Trimor assigned itself into bankruptcy. The respondents

tendered their default judgment to the Trustee as proof of their claims. In disallowing the claims, the Trustee took the

position that they were not proper claims because they had not been adjudicated upon, the claimants were actually

equity claimants, and the effect of the default judgment was to prefer the respondent shareholders over other

shareholders by converting their equity claim into a debt claim. The respondents successfully appealed the disallowance

to the Court of Queen’s Bench. The Trustee sought to appeal and asserted that it could do so as of right under

section  193(c) of the Bankruptcy and Insolvency Act because, if the appeal were successful, the estate would recover

$272,000, an amount clearly above the $10,000 required for that section to be engaged. The respondents submitted

that in the circumstances of this case, there was no appeal as of right as there was going to be 100 per cent recovery

to all creditors, and therefore there would be no monetary loss to the creditors. They argued that the “only loss to be

considered is that of the party applicant and not the respondent”, and that “a loss to an estate is insufficient if there is

no ultimate loss to creditors.”

The Court of Appeal held that leave to appeal was not required. The Court rejected the respondents’ arguments. The

Court noted that although loss to creditors was common in most bankruptcy cases, there was no principled basis to

limit a trustee from appealing where the granting or refusal of the right would lead only to a loss to the bankrupt’s

estate. The focus of the inquiry under section 193(c) is the amount of money at stake. Whether the trustee was

entitled to disallow the claim of $272,000 by looking beyond the default judgment to the merits of the claim that led

to it was a matter that fell within section 193(c) and therefore leave to appeal was not required. The Court noted that

if leave had been required, it would have granted it, as the test under section 193(e) had also been met.

Trimor Mortgage Investment Corporation v. Fox, 2015 CCLG ¶25-572
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Defendant Not Personally Liable for Promissory Notes 

Ontario Superior Court of Justice, January 20, 2015

The plaintiff, Meserat Demeke, owned a corporation, The Kabob House Inc., which had operated a restaurant in Toronto

known as The Kebob [sic] House. The plaintiff decided to sell the business, listing it for $55,000. The plaintiff informed

the defendant, Kifle Bekele, a potential purchaser, that the business took in about $6,000 per month and also told him

about the desirability of incorporating a company to avoid personal liability. On January 19, 2012, the parties signed an

agreement of purchase and sale for $50,000, with the buyer described as “Kifle Bekele (To be Incorporated)”. On

January 30, 2012, the defendant incorporated 2314998 Ontario Inc. (“998”) for the purpose of closing the deal. All

further documentation was signed “in favor” of 998. On February 14, 2012, the plaintiff’s lawyer sent draft documents

to the defendant’s lawyer, including a form of personal guarantee. The defendant’s lawyer advised that the defendant

would not give a personal guarantee, and the plaintiff’s lawyer replied that his client had said that she did not require

one. The defendant executed two promissory notes on behalf of 998, dividing the remaining $40,000 owed after

applying the $10,000 down payment into two $20,000 payments, due on the first and second anniversary of closing.

By mid-April 2012, however, the landlord had taken possession of the premises. The two promissory notes were never

paid. The plaintiff claimed that the defendant was personally liable for the balance of the purchase price on the basis

of an alleged oral agreement. In the alternative, the plaintiff submitted that the defendant entered into the transaction

using a corporate purchaser with the fraudulent intent of never paying the balance of the purchase price, such that the

corporate veil should be pierced. The defendant maintained that he never intended to undertake personal liability. He

counterclaimed that the plaintiff had knowingly misrepresented the profitability of the restaurant.

The Court dismissed the claim and the counterclaim. The Court held that to accept the plaintiff’s evidence would be to

rely on oral evidence to contradict and vary the express terms of the signed contract, which would be contrary to

established principles of contract law. The Court noted that the contract contained a clause providing that there were

no representations or collateral agreements and that the contract named the buyer as “Kifle Bekele (To be

Incorporated)”, indicating that the parties intended the purchaser to be a limited company. The plaintiff had had legal

advice and her lawyer had reported to the defendant’s counsel that she did not require a personal guarantee. The Court

further held that piercing the corporate veil was not appropriate in this case. While courts will disregard the separate

legal personality of a corporate entity where it is dominated and controlled and being used as a shield for fraudulent or

improper conduct, that principle did not apply to the facts of this case. The defendant used his own resources to

acquire and attempt to operate the business, and worked hard to try to make it succeed. The only reasonable

explanation was that the defendant entered into the transaction in good faith. With regard to the counterclaim, the

defendant submitted that the plaintiff told him that the business took in approximately $6,000 per month of profit,

while the plaintiff maintained that her reference to $6,000 was to gross receipts. In dismissing the counterclaim, the

Court held that it did not accept that the plaintiff intentionally misrepresented the profitability of the business and

that, although there may have been a misunderstanding, the plaintiff intended to refer to gross receipts.

Demeke v. Bekele, 2015 CCLG ¶25-573

Decision on Likelihood of Confusion Upheld Despite Admissibility of
Affidavit 

Federal Court of Appeal, January 20, 2015

The appellant, Saint Honore Cake Shop Limited (“Saint Honore”), appealed from a decision of the Federal Court

dismissing its appeals from two decisions of the Trade-marks Opposition Board (the “TMOB”), which had refused to

register its two applications. Saint Honore was a Chinese bakery and food products company. On December 13, 2006,

Saint Honore filed applications to register two trademarks. The respondent, Cheung’s Bakery Products Ltd. (“Cheung”),

filed statements of opposition on the grounds of confusion with its registered trademarks. Both sets of marks contained

Chinese characters. Before the TMOB, Saint Honore filed no evidence, and Cheung filed four affidavits. The TMOB held

that Saint Honore had not discharged its burden of demonstrating that there was no reasonable likelihood of confusion

with Cheung’s trademarks and allowed the grounds of opposition raised by Cheung under section  12(1)(d) of the

Trade-Marks Act, RSC 1985, c. T-13 (the “Act”), for overlapping wares only. The TMOB also found that the appellant

had failed to meet its burden under section 16(3) of the Act and that the respondent had met its burden under
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section 38(2)(d) of the Act. On appeal, Saint Honore sought to adduce as evidence an expert witness affidavit (the

“Chen Affidavit”), but the judge ruled that the Chen Affidavit was inadmissible due to the witness’s failure to provide a

Certificate of the Code of Conduct for Expert Witnesses pursuant to rule 52.2(1)(c) of the Federal Court Rules. The

judge also indicated that he did not consider the witness to be qualified as an expert to provide an opinion on census

information and so would have given the affidavit little weight. The judge concluded that the TMOB’s decisions were

reasonable and correct. Saint Honore appealed to the Federal Court of Appeal. It submitted that the judge erred in

refusing to admit the Chen Affidavit. It further claimed that, particularly in view of the Chen Affidavit, there was

no reasonable likelihood of confusion. Its submissions were based on: (a) the visual impression of the trademarks being

so different; and (b) the fact that the trademarks had a different first character, or first word (“Saint”), which has been

held to be important for the confusion analysis. Cheung argued that the judge did not err in finding the Chen Affidavit

inadmissible and that it was open to the TMOB to find a likelihood of confusion.

The Federal Court of Appeal dismissed the appeal. The Court held that the Chen Affidavit should have been admissible

because, although there was an inadvertent absence of the required certificate initially (the purpose of which was to

acknowledge that the witness had read the Code of Conduct), there was no evidence that the witness had failed to

actually comply with the Code of Conduct, and the certificate was provided before the Court hearing. However, the

Court held that the Chen Affidavit was not sufficient to overcome the evidence that Cheung brought before the TMOB.

The Court held that the judge had considered the proper test for confusion, “a matter of first impression in the mind of

the casual consumer somewhat in a hurry”. The test was largely a question of fact. The inference could reasonably be

drawn by the TMOB, based on the evidence that was in part unchallenged, that a substantial portion of Cheung’s

consumers would be able to read and understand Chinese characters, and the Chen Affidavit would not have materially

changed the TMOB decision, such that a de novo analysis was not warranted and the judge’s conclusion should not be

disturbed. The Court of Appeal also rejected the appellant’s argument that, following Masterpiece Inc. v. Alavida

Lifestyles Inc., 2011 SCC 27 (“Masterpiece”), the judge should have considered the Registrar’s decision at the

examination stage. In this particular case, there had been a full TMOB proceeding, unlike in Masterpiece where the only

decision available was that of the examiner.

Saint Honore Cake Shop Limited v. Cheung’s Bakery Products Ltd., 2015 CCLG ¶25-574

Expiry and Forfeiture of Pre-Paid Credit Balances Did Not Breach Contract

Ontario Superior Court of Justice, February 12, 2015

A class action was brought on behalf of one million Bell Mobility Inc. (“Bell”) customers who purchased pre-paid

wireless services from Bell under three brand names. The relevant agreements stated that pre-paid credits would “expire

after a specified time period” or that any top-up balance in the account “after the expiry date is forfeited and

non-refundable”. The plaintiff argued that Bell seized unused credit balances in their top-up accounts on the stated

expiry day and not after the expiry day, in breach of the agreements. For example, if a customer had contracted for a

30-day “active period”, the plaintiff’s position was that the expiry date was on day 31 and Bell was contractually

required to wait until day 32 to seize the funds. On behalf of the consumer sub-class, the plaintiff additionally argued

that the expiry and forfeiture was contrary to the gift card provisions of O. Reg. 17/05 (the “Regulation”), made under

the Consumer Protection Act, 2002, as the Regulation prohibits expiry dates on gift card agreements. The parties

cross-moved for summary judgment, seeking determination of the two core issues.

The Court held that the common issues were answered in favour of Bell and the action against Bell was, in essence,

dismissed. The Court indicated that the question was what the parties reasonably intended and understood at the time

of contracting by the words “after a specified period” and “after the expiry date”. In rejecting the plaintiff’s argument

that the funds could only be seized on, e.g., day 32 in the case of a 30-day active period, the Court held that the

interpretation improperly focused on the words in isolation, without regard for what the parties understood the words

to mean at the time of contracting. The Court found that, at the time of contracting, the defendant intended, and the

subscribers understood, that the agreements and any unused funds would expire at the end of the active period (e.g.,

30 days) and would be forfeited and seized the next day. The Court noted surrounding circumstances, such as

brochures that referenced a “30 day expiry”, a display card that said “[f]unds will expire 30 days after activation”, and

website information such as: “$15, Expiry (in days): 30”. The Court noted that, while the agreements were adhesion

contracts, there was no ambiguity requiring the application of the contra proferentem doctrine. In considering Bell’s



COMMERCIAL  TIMES 11

reminder messages to class members noting the “expiration date”, the Court held that if these were one day longer

than the date stated in the original agreements, and class members reasonably relied on such additional day to their

detriment, the appropriate remedy would be a claim of breach of contract arguing promissory estoppel or an action in

misrepresentation; however, these were claims that required proof of individual reliance and were not amenable to a

class proceeding (which is why they were not pursued in this class proceeding). With regard to the consumer sub-class,

the Court held that the Regulation did not apply. While the agreements were “future performance agreements”, they

were not “gift card agreements” as defined in section 23 of the Regulation. Any interpretation of “gift card” and “gift

card agreement” must have regard to the use of the word “gift”. The Court found that the Regulation only applied to

cards or vouchers that were purchased or acquired as gifts for third parties, and not for personal use. The Court noted

that the Ontario government website specifically stated that the rules on expiry dates for gift cards did not apply to

pre-paid phone cards. The Court concluded that the vast majority of pre-paid cell phone cards and top-up agreements

were not subject to the Regulation, as they were purchased for personal use. The Regulation would apply in any case

where a pre-paid phone card was purchased for a third party, but Bell’s pre-paid phone cards did not have expiry

dates. While the services provided after activation were time-limited, this was not a breach of the Regulation. Section

25.3(1) prohibits an expiry date on the gift card itself, but not on the goods or services purchased with that gift card.

In the alternative, if the Regulation did apply, the Court concluded that the exemption in section25.1(b) of the

Regulation would apply, as the agreements covered “only one specific good or service”— access to Bell’s wireless

network.

Sankar v. Bell Mobility Inc., 2015 CCLG ¶25-575

Appellant Met Efficiencies Defence Set Out in Competition Act

Supreme Court of Canada, January 22, 2015

Four permits to operate secure landfills for the disposal of hazardous waste generated by oil and gas operations had

been issued in Northeastern British Columbia. Tervita Corporation (“Tervita”) held two of those permits and operated

landfills pursuant to such permits. It then acquired Complete Environmental Inc. (“CEI”), which, through one of its

wholly owned subsidiaries, Babkirk Land Services Inc. (“Babkirk”), held another such permit. The Commissioner of

Competition (the “Commissioner”) opposed the transaction and asked the Competition Tribunal (the “Tribunal”) to order

the transaction dissolved or, in the alternative, to order Tervita to divest itself of CEI or Babkirk. The Tribunal found that

the merger was likely to prevent competition substantially in the relevant market and that Tervita had not brought

itself within the efficiencies exception in section 96 of the Competition Act (the “Act”). The Tribunal held that, prior to

the merger, there were two possible scenarios for the Babkirk site: (a) a sale to another company, which would have

operated a secure landfill; or (b) operation by the then-current owners of the site as a bioremediation facility together

with a half cell of secure landfill. The Tribunal determined that a sale would not have happened and Babkirk’s

bioremediation plans would likely have failed, such that Babkirk would then have operated the site as a secure landfill

in competition with Tervita, or would have sold the site to a third party who would have done so, likely by the year

2013. The Tribunal found that the Commissioner had failed to meet her burden to demonstrate the extent of the

quantifiable anti-competitive effects of the merger. However, it concluded that Tervita was not prejudiced by this and

could still attack the Commissioner’s expert’s finding and assert its section 96 defence. The Tribunal accepted

qualitative anti-competitive effects and rejected most of Tervita’s claimed efficiencies as they would likely be achieved

even if the divestiture order were made. The Tribunal concluded that the efficiencies gained by the merger would not

offset the combined qualitative and quantitative anti-competitive effects and ordered Tervita to divest itself of Babkirk.

Tervita appealed, but the Federal Court of Appeal (“FCA”) upheld the Tribunal’s conclusion that the merger was likely to

substantially prevent competition and dismissed Tervita’s appeal. The FCA found that Tervita had suffered prejudice

because the Tribunal had accepted the allegedly “clearly deficient” methodology used by the Commissioner’s expert.

However, the FCA’s assessment was that the quantitative anti-competitive effects not quantified by the Commissioner

should be afforded an “undetermined weight”. It held that the merger could not be approved because there were only

marginal gains in efficiency at the same time as a strengthening of the market monopoly. Tervita appealed to the

Supreme Court of Canada.

The Court allowed the appeal and set aside the divestiture order. In considering the standard of review applied by the

FCA, the Court held that the appeal provision in the Act supported the view that questions of law should be reviewed

for correctness and questions of mixed law and fact should be reviewed for reasonableness. In considering merger
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review under section  92, the Court noted that the analysis is forward-looking, and there are two branches to

section 92: “lessening” and “prevention”. Tervita argued that while section 92 did involve a forward-looking approach,

what should be projected into the future was the merging parties, as they were, with their assets, plans, and businesses

at the time of the merger. It submitted that the Act did not permit the Tribunal to speculate. The Court disagreed,

finding that section  92 of the Act generally supported the analysis and conclusions of the Tribunal and FCA. The Court

held that it was “necessary to identify the potential competitor, assess whether but for the merger that potential

competitor is likely to enter the market and determine whether its effect on the market would likely be substantial.”

Typically, the potential competitor would be one of the merged parties. The “but for” condition entailed seeing if,

absent the merger, the potential competitor would likely have entered the market and that would have decreased the

market power of the acquiring firm. The term “likely” did not require certainty. While the Court cautioned that there is

a timeframe after which predictions become merely speculative, it agreed with the Commissioner that the Tribunal did

not speculate but correctly made its finding that the merger was likely to substantially prevent competition based on

the evidence before it. In terms of the efficiencies defence under section  96, the Court noted that it required “an

analysis of whether the efficiency gains of the merger, which result from the integration of resources, outweigh the

anti-competitive effects, which result from the decrease in or absence of competition in the relevant geographic and

product market.” The Court held that, in making this determination, the Tribunal may choose between different possible

methodologies for determining the efficiencies, including the “total surplus standard” and the “balancing weights

standard”. The Court held that the Commissioner has the burden to quantify, by estimates grounded in evidence,

quantifiable anti-competitive effects. In this case, the Court concluded, the Commissioner did not meet her burden of

quantifying the anti-competitive effects of the merger. The finding that the average price would decrease by at least 10

per cent was not enough to calculate the deadweight loss, as the price elasticity of demand was not established. The

Court disagreed with the FCA’s determination that a non-quantified quantifiable effect should be given an

“undetermined” weight, and instead held that, in the event of a failure to meet the legal burden, the quantifiable

anti-competitive effects should be fixed at zero. The Court further held that efficiencies were not required to

substantially outweigh the anti-competitive effects for section 96 to apply. The Court assigned no weight to the

anti-competitive effects raised by the Commissioner, with the result that the overhead efficiency gains proven by

Tervita met the requirements of the efficiencies defence.

Tervita Corp. v. Canada (Commissioner of Competition), 2015 CCLG ¶25-576
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