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I.  INTRODUCTION 
 
The purpose of this paper is to outline the legal issues facing advertisers on the 
Internet. 
 
The Internet has revolutionized how businesses conduct commerce. The average 
person using the Internet is not simply conducting personal study or research, but is 
looking to consume goods and services.  Whether the consumer is searching for sports 
shirts or automobiles, there are a myriad of options to obtain information about product 
availability, pricing, delivery and mode of payment.   
 
This dramatic shift has enabled business advertisers to reach consumers at a low cost, 
whether advertising on websites or search engines using banner advertising.  
Notwithstanding the fact that there seems to be little control over e-commerce, these 
forms of advertisements are still subject to the laws of the jurisdiction in which the 
advertisement is available and must comply with the common law and statutory law of 
that jurisdiction. 
 
The purpose of this paper is to outline the legal issues facing advertisers on the Internet 
and what laws are applicable.  
 
 
II.  MISREPRESENTATIONS IN INFORMATION AND ADVERTISING 
 
A. COMPARATIVE ADVERTISING 
 
1. Types of Advertising 
 
Consumers are able to shop comparatively on the Internet like never before.  The 
Internet allows quick access to comprehensive comparison information about products, 
quality, availability and price.  Advertisers may try to take advantage of this by 
marketing aggressively, particularly using comparative advertising.  The following are 
brief descriptions of the types of advertising users of the web are likely to encounter. 
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(a) Web Sites 
 
The most obvious form of advertising on the Internet is the website.  Websites allow a 
business offering goods or services to advertise its corporate identity, offer information 
about the goods and services and provide industry or institutional information about the 
specific product or the business generally.  Websites can also provide research 
information, customer service, direct sales transactions and customer feed back.  
Websites even have the ability to record “hits” on the web site to gauge the popularity of 
the web site and the effectiveness of the advertising and marketing campaign 
associated with that web site. 
 
(b) Search Engines 
 
Next to web sites, search engines are probably the next most common form of 
advertising on the web.  The next time you are browsing on the Internet, simply click on 
to whatever search engine you are using.  For instance “Yahoo!” has what are called 
“banner ads”.  This advertising usually contains contests or promotions where the 
consumer can click on it and link on to another site containing products or services. 
 
(c)  Browser Programs 
 
NETSCAPE and Microsoft Internet Explorer provide opportunities for advertising.  
NETSCAPE offers banner advertising programs and destination programs and net 
search programs.  In other words, banner advertising allows an advertiser to reach 
potential consumers by linking them from one ad and one site directly to the advertiser’s 
own web site.   
 
(d)  Electronic bulletin boards 
 
Electronic bulletin boards are means by which advertisers like news groups and direct 
mail order companies list their goods and services.  Electronic bulletin boards are a 
good example of where competitive advertisers list their products or services. 
 
(e)  Web contests and sweepstakes 
 
Contest and sweepstakes are becoming a more and more popular device to attract 
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consumers to on-line shopping.   
 
There are many other types of advertising, but the above are the primary forms of 
advertising on the Internet. 
 
2.  Illustrative Cases 
 
If your business relies on advertising as a significant part of its marketing activities, you 
should pay particular attention to how you make comparisons to your competitors' 
products.  If your marketing strategy includes comparing your products or services to 
that of a competitor, your business is prohibited from making statements which are 
misleading or false. In the following two cases the Courts granted injunctions preventing 
the defendant businesses from using advertisements which the court found misleading 
or false. 
 
The first case involves the well known baking soda product manufactured by Church 
and Dwight Ltd., and sold in Canada under the Cow Brand label from 1904 until 1992 
when the Arm & Hammer label was used.1 This company had been marketing its baking 
soda products using the Arm & Hammer label in the United States since 1846. The 
Plaintiff was able to put evidence before the court that its product had a market share in 
Canada of 80%. The Defendant, Sifto, was intending to market a new product called 
Sifto Baking Soda.  Its advertising copy, enclosed with the box, had the following words 
on it: 
 

Sifto Baking Soda ... one of the richest sources of naturally occurring sodium 
bicarbonate is found deep in the Colorado Mountains. The North American Salt 
Plant at Rio Blanco taps into this vast underground deposit, producing the purest 
possible baking soda, contained in this box. Sifto Baking Soda has no chemical 
additives, making it the only naturally occurring baking soda on the market. 

 
The court found that the words of the intended copy would have the effect of misleading 
the public into believing that the Arm & Hammer baking soda was not the "purest 
possible" and would lead the public to conclude that the Arm & Hammer baking soda 
contained "chemical additives". 
 
                                                           
1 Church & Dwight Ltd. v. Sifto Canada Inc. (1994), 58 C.P.R. (*3d) 316 (Ont. H.C). 
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The copy also suggested that Sifto's product was 100% pure and 100% natural. The 
court found this permissible because these were examples of "puffery" which is the 
staple of the advertising industry and of marketers everywhere. In other words, the court 
said that marketers may puff up their products, but not at the expense of making false 
statements about a competitor's product. The court based its reasoning on the tort of 
injurious falsehood. This tort protects an interest in disposing of one's property, products 
or business, and statements which disparage one's property are actionable because 
they cast an aspersion on the nature of the business or quality of the merchandise. 
 
The court requires a Plaintiff who brings this type of action to establish three things: 
 
 (i) The statements were false; 
 
 (ii) Loss or damage resulted; and 
 
 (iii) The complainant was identified by the statement or advertisement. 
 
Sifto did not name a manufacturer or the Arm & Hammer baking soda, but the court 
found that the product had been identified by implication because the Arm & Hammer 
baking soda had dominated the market and the consuming public would link the 
disparaging comments to the plaintiff. The court found the advertisement copy created a 
misapprehension in the minds of consumers as to the nature of the product, in particular 
as to its purity and “naturalness”.  In other words, the copy was artfully drafted to create 
the impression that the other baking sodas were not pure. 
  
In the other case, Maple Leaf Foods,2 the manufacturer of the Tenderflake and 
Gainsborough frozen pie crusts commenced injunction proceedings against Robin Hood 
Multifoods which had a print advertising campaign comparing two photographs of two 
different pies. One photograph depicted a pie made with the Tenderflake product in a 
very unflattering manner. The Plaintiff relied on Section 7 (a) of the Trade Marks Act, 
R.S.C. 1985, as amended, which states that: 
 

No person shall ... make a false or misleading statement intending to discredit the 
business, wares or services of a competitor. 

                                                           
2 Maple Leaf Foods Inc. v. Robin Hood Multifoods Inc. (1994), 58 C.P.R. (3d) 54 (Ont HC). 
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The court found that Robin Hood's advertising campaign was false and misleading as 
the photographs tended to create the impression that the Tenderflake product could not 
be used to form a top pie crust and the result of using the Tenderflake product would be 
a misshapen pie. Further, the court was satisfied that the Plaintiff would suffer 
irreparable harm that could not be compensated in a monetary award of damages. The 
judge felt that the Plaintiffs products would be discredited, and a loss of sales would 
result, which would be difficult to calculate at trial. 
 
The above cases should be contrasted with the decision of Unitel Communications v. 
Bell Canada.3 In that case, Unitel Communications (“Unitel”) brought on injunction 
proceedings over a Bell Canada television commercial which showed a customer 
receiving a telephone call from an unidentified competitor of Bell Canada.  During the 
course of the conversation between the customer and the competitor phone company 
representative, suggestions were made that the competitor only served major cities and 
would not give the level of service offered by Bell Canada. The court held that if the 
statements made in the conversation were applied to other competitors, aside from 
Unitel, the statements would be true but they would be false if they were linked to Unitel. 
The court concluded that it was critical to the success of the plaintiff’s action that Unitel 
be identifiable directly, or by implication in the advertisement. The court was unable to 
say that Unitel was identifiable from the advertisement and refused to grant the 
injunction. 
 
These cases illustrate that if your business is going to engage in comparative 
advertising, your facts should be correct when promoting your own product and that you 
are not disparaging a competitor's product. If you have doubts about whether or not 
your ad may be too aggressive, you may wish to consult a lawyer before engaging in a 
very expensive advertising campaign. The time, money and effort that you put into this 
advertising campaign may be wasted if the campaign is brought to a shuddering halt by 
an injunction obtained by your competitor. 
 
 
 
 
                                                           
3 [1994] O.J. No. 1320.   
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III. PASSING OFF 
 
A. REQUIREMENTS  
 
The use of another company’s unregistered trade-mark on the Internet or website is 
actionable at common law or under section 7(b) of the Trade-marks Act.  The use of 
another traders distinctive get-up, packaging or layout on a website can also be 
actionable. 
 
In Ciba-Geigy Canada Ltd. v. Apotex Inc. (1992), 44 C.P.R. (3d) 289 (“Ciba”), the 
Supreme Court of Canada made three elements necessary for a successful passing off 
action.  They are: 
 
 (i) the existence of goodwill or reputation; 
 
 (ii) deception of the public due to a misrepresentation; and 
 
 (iii) actual or potential damage to the Plaintiff. 
  
In fact the Supreme Court of Canada adopted The three criteria are borrowed from the 
decision House of Lord’s decision Reckitt & Colman Products Ltd. v. Borden Inc., [1990] 
1 All E.R. 873 (H.L.), where Lord Oliver reaffirmed, at p.880:    
 

The law of passing off can be summarized in one short general proposition, no 
man may pass off his goods as those of another.  More specifically, it may be 
expressed in terms of the elements which the plaintiff in such an action has to 
prove in order to succeed.  These are three in number.  First, he must establish a 
goodwill or reputation attached to the goods or services which he supplies in the 
mind of the purchasing public by association with the identifying "get-up" 
(whether it consists simply of a brand name or a trade description, or the 
individual features of labeling or packaging) under which his particular goods or 
services are offered to the public, such that the get-up is recognized by the public 
as distinctive specifically of the plaintiff's goods or services. Second, he must 
demonstrate a misrepresentation by the defendant to the public (whether or not 
intentional) leading or likely to lead the public to believe that goods or services 
offered by him are the goods or services of the plaintiff ... Third, he must 
demonstrate that he suffers or, in a quia timet action, that he is likely to suffer 
damage by reason of the erroneous belief engendered by the defendant's 
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misrepresentation that the source of the defendant's goods or services is the 
same as the source of those offered by the plaintiff. (Emphasis Added.)   

 
 
B.  REPUTATION 
 
A plaintiff must also prove that it had a reputation in its business in association with its 
trade-name prior to the date the defendant commenced using the impugned trade-
name.  It is not necessary for a trader to have a business in the jurisdiction in which it 
seeks to have its rights enforced.  This is a particularly relevant consideration when 
trying to prove a case of passing off in relation to a website or domain name.  Given the 
ability to record ‘hits’ and the wide scope of the Internet, a plaintiff will be likely be able 
to marshall evidence establishing a reputation even though no business is actually 
located in that jurisdiction.  In Ciba, Gonthier J. stated as follows: 
 

Further, when Lord Diplock in Erven Warnink B.V. v. J. Townend & Sons (Hull) 
Ltd., supra, set out the conditions for the passing-off action at p. 93, he used the 
very words "ultimate consumers".  There is no question that confusion, which is 
the essence of the tort of passing-off, must be avoided in the minds of all 
customers, whether direct -- here one thinks of the retailers -- or indirect -- in that 
case the consumers.  Proof of reputation or secondary meaning and of 
misrepresentation has never been limited by the courts to direct customers of the 
person claiming a right. 

 
The following case illustrates how common law principles can be applied to a business 
which uses the Internet to establish reputation in a trade-name or trade-mark.  In 
Enterprise Rent-A-Car Co. et al. v. Singer et al., (1996), 66 C.P.R. (3d) 453, the court 
stated as follows:  
 

I turn now to the first element to be proven in a passing off claim, the existence of 
goodwill. In Orkin Exterminating Co. v. Pestco Co. of Canada Ltd. (1985), 5 
C.P.R. (3d) 433, 19 D.L.R. (4th) 90, 30 B.L.R. 152 (Ont. C.A.), it was stated that 
the law exists not only to protect the interests of traders but also to protect the 
public. This must be borne in mind when determining the level of goodwill which 
a plaintiff must establish in order to be successful in a passing-off claim. If a 
plaintiff has generated a reputation with a segment of the public, those members 
of the public may be adversely affected by the act of passing-off, and their 
interests should be protected, even if those interests are not shared by each 
member of the public. Goodwill can be of just a local nature as opposed to being 
Canada-wide: see, for example, Gastebled v. Stuyck (1973), 10 C.P.R. (2d) 48, 
[1973] F.C. 24 (T.D.), and Centre Ice Ltd. v. National Hockey League (1994), 53 
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C.P.R. (3d) 34 at p. 35, 71 F.T.R. 5, 45 A.C.W.S. (3d) 738 (T.D.); reversed on 
other grounds 53 C.P.R. (3d) 34 at p. 50, 166 N.R. 44, 75 F.T.R. 240n (C.A.).... 

 
While Enterprise U.S.'s reputation in Canada was limited, it is not necessary for 
the plaintiff to be famous in order for it to enjoy the protection of its goodwill. This 
was the finding made in Levitz Furniture Corp. v. Levitz Furniture Ltd. (1972), 5 
C.P.R. (2d) 13 at p. 15, [1972] 3 W.W.R. 65 (B.C.S.C.), where it is stated:    

 
Though the plaintiffs do not have the reputation enjoyed by the plaintiffs in Hilton 
Hotels Corp. v. Belkin and Kalensky   (1955), 24 C.P.R. 100, 17 W.W.R. 86, 15 
Fox Pat. C. 130 (McInnes, J.) and Hyatt Corp. et al. v. Hyatt House Hotels   Ltd. 
et al., December 17, 1969, (Macfarlane, J., unreported), they nonetheless have a 
reputation in this jurisdiction.  They may not be famous but they are known to 
some members of the public.  (Emphasis added.)    

 
Accordingly, the plaintiff was able to prove that it trade-mark was known by some 
members of the Canadian public even though it had no active business in Canada.  It 
had established a sufficient level of goodwill and reputation in Canada to be protected.  
These cases serve as useful precedents for e-commerce business as traders may be 
able to establish a reputation in the trade-mark by simply advertising on the web.  The 
book supplier amazon.com comes to mind.  If the above case had involved a website, 
the result would likely be similar. 
 
C. MISREPRESENTATION 
 
(a) Abbreviated Trade-Names 
 
Even if a company tends to abbreviate its trade-name, a court will still afford it 
protection.  Courts have held that the public’s tendency to abbreviate is a factor to be 
considered in determining the likelihood of confusion.  This will be useful for traders 
which abbreviate their trade-names to create domain names: John Haig & Co. v. Haig 
Beverages Ltd. (1975), 24 C.P.R. (2d) 66 (FCTD).   The Supreme Court of Canada in 
Battle Pharmaceuticals v. British Drug Houses Ltd. (1945), 5 C.P.R. 71 instructs that 
single words are remembered by persons with imperfect recollections and consumers 
are likely to be deceived if the two words taken as a whole are compared: 
 

It is the person who only knows the one word, and has perhaps an imperfect 
recollection of it, who is likely to be deceived or confused. Little assistance, 
therefore, is to be obtained from a meticulous comparison of the two words letter 
by letter and syllable by syllable pronounced with the clarity to be expected from 
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a teacher of elocution. The Court must be careful to make allowance for 
imperfect recollection and the effect of careless pronunciation and speech on the 
part not only of the person seeking to buy under the trade description, but also of 
the shop assistant ministering to that person's wants. 

 
(b) Overall Appearance of a Web Site 
 
The common law not only protects trade-names and trade-marks but it also protects the 
way the product is presented and sold to the public.  Thus the overall appearance, style 
and layout of a web site may acquire a secondary meaning and therefore are entitled to 
protection.  This is generally more difficult to prove.  One case where a trader adopted a 
virtually identical trade-name is Joseph et al. v. Lee et al. (1984), 78 C.P.R. (2d) 159 
(Ont. Ct.).  There the plaintiff carried on business as a games arcade called 501 VIDEO.  
The plaintiff’s former landlord opened an arcade games room at the premises vacated 
by the plaintiff and called it 501 ARCADE.  The plaintiff had operated his business for 
approximately six months before the defendant opened it business under the name 501 
ARCADE.  The court reviewed the case law and the judge’s analysis is set out below: 
 

First of all, in the case of Oxford Pendaflex Canada Ltd. v. Korr Marketing Ltd. et 
al. (1979), 46 C.P.R. (2d) 191, 97 D.L.R. (3d) 124, 23 O.R. (2d) 545, being the 
judgment at trial of Mr. Justice Hughes.  I note that included in his judgment, 
which was sustained both in the Ontario Court of Appeal  47 C.P.R. (2d) 119n, 
107 D.L.R. (3d) 512n, 27 O.R. (2d) 760n and in the Supreme Court of Canada  
64 C.P.R. (2d) 1, 134 D.L.R. (3d) 271,  [1982] 1 S.C.R. 494 he states as follows:  

 
“As Fleming says, at p. 703: "the countervailing public  interest in free 
competition often demands priority".  If the use of generic and descriptive terms 
to describe a product or a particular get-up to display and distinguish it are known 
and have acquired a reputation in the market because of such use and design, 
they may acquire a secondary meaning”.  

 
Now, applying that principle to the case before me, I realize that there is no 
cosmetic formation of the words "501 Video" by the plaintiff. Nevertheless, the 
words in my finding constitute a sufficient descriptive term or trade name as to 
cause them to be distinguishing words and that, to the knowledge of the 
defendant Wei Bill Lee, those words in the six-month period prior to the 
defendants opening for business in February, 1983, had acquired a reputation in 
the market by reason of the use of the words "501 Video". 
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(c) Deception or bad faith not required 
 
The courts do not require deception to be a part of the tort.  However, if a business 
adopts a number of identical features of the rival trader’s name, colour scheme, links 
and general appearance which appear on a web site, a court will imply bad faith.  In the 
Enterprise Rent-A-Car Co. et al. v. Singer et al., Mr. Justice McKeown had this to say 
concerning adopting a rival trader’s business and get-up: 
 

“While it is not necessary for a plaintiff to prove bad faith on the part of the 
defendants in order to prove passing-off, bad faith is obviously a factor.” 

 
Lord Lindley in Slazenger & Sons v. Feltham & Co. (2) (1889), 6 R.P.C. 531 (C.A.) at p. 
538, states: 
 
  One must exercise one's common sense, and, if you are driven to the conclusion 

that what is intended to be done is to deceive if possible, I do not think it is 
stretching the imagination very much to credit the man with occasional success 
or possible success.  Why should we be astute to say that he cannot succeed in 
doing that which he is straining every nerve to do?  

 
D  DAMAGES 
 
The third element which must be proved in order to make a successful claim in 
passing-off is that the misrepresentation by the defendant has caused, or is likely to 
cause, damage to the plaintiff.  In Orkin, supra, at p. 454, Morden J.A. had this to say on 
the issue of damages: 
 

Without damage there is no passing-off. This argument is completely answered 
by the assertion that Orkin has suffered damage, sufficient to support a cause of 
action against Pestco, by virtue of its loss of control over the impact of its trade-
name in Ontario and the creation of a potential impediment to its using its trade-
mark upon entering the Ontario market - both arising from Pestco's use of the 
name "Orkin" in Ontario.   

 
 
IV. TRADE-MARKS 
 
A.  COMPARATIVE ADVERTISING  AND THE TRADE-MARKS ACT 
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Businesses using their websites to wage comparative advertising campaigns involving 
the wares or services of other traders may be subject to considerable scrutiny by the 
courts.  While the is no reported case law which  involving comparative advertising on a 
web pages, the case law interpreting it have has shown that in competitive markets 
traders are willing to attack advertising campaigns that involve comparisons of their 
products or services.  Therefore, businesses owning those web sites must understand 
what comparative aspects of their advertising and leaves them open to legal action. 
 
Traders who use comparative advertising to target the wares or services of another 
trader may face an action under section 7(a) of the Trade-marks Act if the advertising 
contains false or misleading statements which tend the discredit the targeted 
competitors business.   
 
One of the earlier leading cases in this area of the law is the descsion of. of Mr. Justice 
Thurlow in Clairol International Corp. v. Thomas Supply & Equipment Co. Ltd.4 
(“Clairol”) This case has been recently received a thorough review in the decision of 
Cie. Generale des Etablissements Michelin-Michelin & Cie v. C.A.W. - Canada et al5 
(“Michelin”).  The action before Teitelbaum J. in Michelin considered whether the use by 
the defendant trade union of the trade-mark Michelin and the Michelin Tire man or 
“bibendum” design on trade union leaflets and posters constituted trade-mark 
infringement under sections 19, 20 and 22 of the Trade-marks Act.  The contentious 
portion of the trade unions leaflets depicted a broad smiling Michelin tire man logo with 
its arms crossed and foot raised seemingly ready to crush underfoot an unsuspecting 
Michelin worker.  In the same leaflet another worker safely out of the reach of the 
Michelin tire man possessive looming foot is a raised finger of warning and informs his 
colleague “You better move before he squashes you”. 
 
The trade union was attempting to unionize the workers at the Nova Scotia Michelin 
plant and circulated other leaflets and information bulletins on which were displayed the 
MICHELIN trade-mark.  The plaintiff unsuccessfully argued that the Court should not 

                                                           
4Clairol International Corp. v. Thomas Supply & Equipment Co. Ltd. (1968), 55 C.P.R. 176, [1968] 2 Ex. 
C.R. 552, 38 Fox Pat. C. 176, apld. 

5Cie. Generale des Etablissements Michelin-Michelin & Cie v. C.A.W. - Canada et al (1997) 71 C.P.R. 
(3d) 348. 
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follow the Clairol decision concerning the interpretation of “use” for s. 20 and 22 of the 
Act.  After thoroughly analyzing the reasoning in Clairol, Mr. Justice Teitelbaum 
concluded that the plaintiff had failed to make out a case under s. 20 because it did not 
meet the implicit requirements of showing that the defendant’s had “used” the plaintiff’s 
registered trade-marks pursuant to how the word “use” is defined under the Trade-
marks Act.  He further held that in order to succeed under s.22, the plaintiff had to 
establish that the defendant had “used” the trade-marks.  Since the defendant had not 
used the plaintiff’s registered trade-mark in the sale, distribution, or advertisement of its 
wares or services, or in association with a confusing trade-mark, there was no 
infringement.   
 
In coming to this conclusion, Mr. Justice Teitelbaum specifically followed the reasons for 
judgment of Mr. Justice Mackenzie in Future Shop Ltd. et al v. A. & B. Sound Ltd. et al6 
(“Future Shop”) and specifically refused to follow the decision of Madam Justice Reed in 
Eye Masters Ltd. v. Ross King Holdings Ltd.7 (“Eye Masters”).  All three Judges in 
Michelin, Eye Masters and Future Shop relied on their own interpretation of Clairol and 
Mr. Justice Thurlow’s definition of s. 19, 20 and 22 of the Trade-Marks Act as authority 
for the decisions reached in each case. 
 
However, the plaintiff in the Michelin did not need to overrule the decision in Clairol to 
substantiate its claim that its trade-marks had been infringed pursuant to s. 19, 20 and 
22 of the Trade-marks Act.  Mr. Justice Teitelbaum’s analysis of Clairol set out the need 
to prove two components of use under s. 19 and 20 of the Trade-Marks Act8.  He 

                                                           
6 Future Shop Ltd. et al v. A. & B. Sound Ltd. et al (1994), 55 C.P.R. (3d) 182. 

7 Eye Masters Ltd. v. Ross King Holdings Ltd.(1992), 44 C.P.R. (3d) 459, [1992] 3 F.C. 625, 56 F.T.R. 
274, 35 A.C.W.S. (3d) 598, not followed. 

8 Mr. Justice Teitelbaum was of the opinion that Justice Thurlow in Clairol held that under s. 19, a party 
which claims the right of exclusive use and who alleges infringement of that right has to first prove that 
the infringer used the trade-mark as the term ‘trade-mark’ and the verb ‘use’ are understood under s. 2 
and 4 of the Trade-Marks Act.  He also held that the test for ‘use’ in s. 20 requires two separate elements 
of proof from both s. 2 and s. 4.  In effect, the first element taken from s. 4 is:  
 
(1) did the defendant’s associate their services with the plaintiff’s trade-mark? 
 
The second element from s. 2 is: 
 
(2)  did the defendant use the mark as a trade-mark for the purposes of distinguishing or identifying 

the defendant’s services in connection with the plaintiff’s wares or services? 
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concluded that while Mr. Justice Thurlow did hold that the presence of the plaintiff’s 
marks in Clairol on the defendant’s hair dye packages were sufficient to constitute use 
of the trade-mark in association with the defendant’s wares, he stated that Mr. Justice 
Thurlow made no ultimate finding of infringement for the packages under s. 19. 
 
This contrasts starkly with the interpretation of the Clairol decision by Madam Justice 
Reed in Eye Masters.  In that case the plaintiff sought an interlocutory injunction to 
prevent the defendant from referring to the trade-mark EYE MASTERS in its 
comparative advertising material.  The plaintiff and defendant were both engaged in the 
retail sale of prescription eye glasses, contact lens and related optical products.  The 
defendant’s comparative advertising campaign used the plaintiff’s EYE MASTERS 
trade-mark when comparing the prices of the eye glasses9.  The plaintiff applied to 
obtain its interlocutory injunction arguing that its exclusive use of the EYE MASTER 
trade-mark was infringed contrary to s. 19 of the Trade-marks Act.  The plaintiff also 
argued that the advertisements infringed s. 22(1) of the Act10. 
 
The plaintiff in Eye Masters successfully argued that the scope of protection conferred 
on trade-marks which are associated with “services” is broader than which relates to 
trade-marks associated with “wares”.  Madam Justice Reed referred to Mr. Justice 
Thurlow’s interpretation of s. 4 of the Trade-marks Act.  She accepted that in the Clairol 
decision, Mr. Justice Thurlow held that the colour comparison charts, which referred to 
the competitors trade-mark, when affixed to a package of hair dye was an infringement 
of the exclusive right granted by s. 19 of the Act.  She also concluded that at the same 
time, the replication of the same charts in an advertising brochure was not.   
 
It is clear that Madam Justice Reed was alive to the differences between when a trade-
mark is used in association with “wares” and when a trade-mark is deemed to be used 

                                                           
9 The advertising showed the same model in two photographs placed side by side.  In one of the 
photographs the model was frowning and the printing at the top of the photograph read ‘Eye Masters, 
$280 regular price....’.  In the other photograph the model was smiling and the printing at the top of the 
photograph read ‘Shoppers Optical , $107 regular price’.  Above the two photographs in large letters were 
the words ‘Compare the Value - Shoppers Optical’.  The model was wearing similar looking eye glasses 
in both photographs.  

10 S.22(1) reads:  

  No person shall use a trade-mark registered by another person in a manner which is 
likely to have the effect of depreciating the value of the goodwill attaching thereto. 
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in association with “services”.  At page 462 of her reasons she stated that it was clear to 
her that in terms of comparative advertising campaign, if the trade-marks were used in 
association with wares, it was not an infringement of the trade-mark.  She ultimately 
held that the plaintiff had raised a serious issued to be tried.  Her reasoning was that in 
the case of “services”, there are no wares or packages to which trade-marks can be 
affixed, hence s. 4(2) deemed the “use” of a trade-mark ‘in association with’ services if it 
is displayed on advertising material.  Presumably there was evidence that the EYE 
MASTERS trade-mark was registered in association with the provision of eye glass 
services and it was on that basis that the use of the EYE MASTERS trade-mark by the 
defendant in its advertising campaign was deemed to be use under s. 4(2), and 
therefore an infringement of s. 19 and 22 of the Trade-marks Act.   
 
That conclusion was challenged by Mr. Justice Mackenzie in Future Shop when he 
rejected Madam Justice Reed’s interpretation of Clairol.  Mr. Justice Mackenzie 
interpreted Clairol to mean that where a trader uses another trader’s trade-mark to 
capitalize on the similarities of products (as opposed to the differences) then there is an 
infringement of s. 22.  He held that: 
 

A comparative ad which by obvious and reasonable implication stresses the 
differences between the advertiser’s product and that of the competition does not 
attach itself to the competition’s goodwill in the same manner.  Rather, it seeks to 
distance itself from that goodwill by stressing the differences.  This would explain 
the contrast between the result which Thurlow J. reached with respect to the 
Revlon package, which he enjoined, and his illustration of the comparative 
pricing poster, which he concluded would not offend s.22(1). 

 
Mr. Justice Mackenzie then went on to conclude that Madam Justice Reed’s distinction 
under s. 4 was not supported by the reasons in Clairol.  He concluded that the Clairol 
decision supported the position of A&B Sound: that fair and accurate comparative price 
ads do not offend s. 22 of the Trade-marks Act.  The plaintiff, Future Shop, argued that 
the use by A & B Sound of the FUTURE SHOP trade-mark in a comparative advertising 
campaign violated s. 22 of the Trade-marks Act.  It is interesting to note that Mr. Justice 
Mackenzie did not state in his reasons whether the FUTURE SHOP trade-mark was 
registered in association with wares or services.  Presumably since both Future Shop 
and A&B Sound are both engaged in the sale of electronic equipment, then Mr. Justice 
Mackenzie’s decision is entirely supportable if was based on Madam Justice Reed’s 
interpretation of the Clairol decision.  If however, the FUTURE SHOP trade-mark had 
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been registered in association with services, then Mr. Justice Mackenzie should have 
come to a different conclusion which again, is entirely supported by Madam Justice 
Reed’s interpretation of Clairol.  In Michelin, case Mr. Justice Teitelbaum agreed with 
Mr. Justice Mackenzie and cast doubt on Clairol as support for Madam Justice Reed’s 
decision in Eye Masters. 
 
It is difficult to understand why the Michelin, Eye Master and Future Shop decisions, did 
not apply the analysis of Mr. Justice Thurlow where he interpreted s. 22 as follows: 
 

There would be, I think, no difficulty in concluding that the section would find 
application in cases of the use of a well known trade-mark by someone other 
than its registered owner but in a non-competing field of trade or association with 
wares or services in respect of which is not registered.  It may be observed of 
this type of case that the use of the trade-mark might, though it would not 
necessarily, be deceptive.  Deception however, is not the test prescribed by s. 
22, rather the test is depreciating the value of the goodwill attaching to the trade-
mark, a result which would not necessarily flow from deception and which might 
result without deception being present.11

 
Certainly the Michelin Tire man design is a well known trade-mark and it was being 
used by a trade union in a non-competing field of trade in a manner likely to depreciate 
the value of the goodwill attaching to the trade-mark.  In this passage, Mr. Justice 
Thurlow was alive to the question of whether the trade-mark was being ‘used’ in a trade-
mark sense in association with wares or services.  Despite having gone great lengths to 
analyze Clairol, it is clear that the derogatory manner in which the trade-mark was used 
would in and of itself depreciate the value of the goodwill attached to the Michelin Tire 
man design trade-mark.  Despite this, Mr. Justice Teitelbaum concluded that the leaflets 
and pamphlets would probably diminish the plaintiff’s reputation of an employer but the 
leaflets and posters would not deleteriously affect the plaintiff’s representation as a 
manufacturer or its specific role in the market place.  Indeed, the union admitted it was 
attempting to use parody to win the “hearts and minds” of Michelin’s employees, not its 
customers. 
 
The use parody to justify a confusing trade-mark was rejected by Mr. Justice Dubé in 

                                                           
11 Clairol supra page 195.  Here Mr. Justice Thurlow was interpreting s. 22 of the Act. While Mackenzie J. 
cites this passage at page 184 of his reasons for judgment, it was not applied in Future Shop. 
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Source Perrier v. Fira-Less Marketing Co. Limited. (“Source Perrier”)12   The defendant 
in the Source Perrier case argued that the Pierre Eh! product was being marketed as a 
humourous political spoof or satire directed at the then Prime Minister Pierre Elliott 
Trudeau rather than in competition with the Perrier product.  The plaintiff in Source 
Perrier argued that the sale of the Pierre Eh! product would cause confusion but it would 
likely to adversely affect Perrier’s reputation despite that the plaintiff was French 
company and no way involved in a political activities in Canada.  Mr. Justice Dubé 
analyzed s. 20 and s. 6(5)(e) of the Trade-marks Act and concluded that the consumers 
of Pierre Eh! product would confuse that product with the plaintiff’s having regard to the 
degree of the resemblance between the trade-marks.  However, Mr. Justice Dubé went 
on to state that of more significance was that the fact that the defendant’s products 
would depreciate the value of the goodwill attached to Perrier’s marks contrary to s. 
22(1) of the Act.  As authority for this, he cited the passage of Mr. Justice Thurlow in 
Clairol referred to above.  He also examined the American decision to determine if “an 
intention to create a spoof” was a valid defence to a trade-mark infringement action.13

 
It is difficult to reconcile the Michelin, Eye Masters and Future Shop decisions when all 
three cases involved “well known” trade-marks.  The decision reached in the Michelin 
case is difficult to reconcile not so much for the fact that it did not follow Mr. Justice 
Thurlow’s interpretation of s. 22 but because it did not limit the focus of the discussion 
on whether the trade-marks were registered in association with wares alone or services.  
It is interesting to note that Reed J., Mackenzie J. and Teitelbaum J. lamented the need 
for the conclusions reached in Clairol to be subjected to appellate scrutiny.  Therefore it 

                                                           
12Source Perrier v. Fira-Less Marketing Co. Limited [1983] 2 F.C. 18.  The plaintiff, a French company, is 
the bottler and distributor of spring water marketed under the name ‘Perrier’.  The defendant was 
advertising and distributing bottled water in association with the name ‘Pierre Eh!’.  The defendant 
company was advertising and selling a 750 ml bottle of ordinary tap water in a green bottle bearing the 
name ‘Pierre Eh!’ in a type face substantially similar to that used by the plaintiff.  The Pierre Eh! green 
bottles at a first glance appeared to substantially identical to the Perrier labels. 

13Mr. Justice Dubé cited with approval the decision of The Coca-Cola Company v. Gemini Rising Inc. [175 
USPQ 56 (1972)] which was a decision of the New York District Court where Coca-Cola brought an action 
to enjoin the defendant from distributing a poster which consisted of an exact blown up reproduction of 
the Coca-Cola trade-mark, except for the substitution of the script letters ‘INE’ for ‘Cola’ so that the poster 
read ‘Enjoy Cocaine’.  The Court granted the preliminary injunction.  The Court held as follows: 
 

In this day of growing consumer resistance to advertising gimmicks strong probability exists that 
some patrons of Coca-Cola will be ‘turned off’ rather than ‘turned on’ by the defendant’s so called 
‘spoof’ with resulting immeasurable loss to the plaintiff.  In such circumstances injunction relief is 
the only adequate remedy if the right to it exists. 
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remains to be seen whether Madam Justice Reed’s interpretation of Clairol will be 
vindicated by an appellate court. 
 
Therefore, it is critical in evaluating an advertising campaign to determine whether the 
targeted traders goods are registered in association with wares or services. 
 
B.  TRADE-MARK INFRINGEMENT ISSUES 
 
Aside from comparative trade-mark issues under the Trade-Marks Act (the “Act”), 
internet advertising raises questions of other trade-mark infringements.  Registration of 
a trade-mark under section 19 of the Act gives the owner the exclusive right to use that 
trade-mark throughout Canada in association with the wares and services for which it is 
registered.  So if an advertiser uses a trade-mark which is confusing with another 
person's trade-mark, the advertiser is likely guilty of trade-mark infringement under the 
Act.  The Internet however poses some interesting problems.  
 
For instance, the domain name address system either for web sites or businesses 
linked to the Internet provides a method by which businesses are identified with a 
combination of letters and punctuation marks.  A business domain name usually 
incorporates the advertisers trade-name or trade-mark.  This is in keeping with brand 
identity and developing and maintaining a corporate image.  Therefore the use of a 
domain name by one trader which is confusing with the domain name of another trader 
may constitute trade-mark infringement.  This was the result in one case in the United 
States14 which held that if a company uses a domain name which is identical to the 
name or trade-mark of another company, an Internet user may inadvertently access an 
unattended company.  Thereafter, the Internet user may not realize that the 
advertisement is from an unattended company or the Internet user may erroneously 
assume the source of the information is the intended Company.  As a result, confusion 
in the market place could develop. 
 
In a trade-mark infringement action, a plaintiff must prove that its trade-mark is used by 
the defendant in a manner which will likely confuse consumers.  Internet domain names 
were litigated in PEI Net v. O'Brien [1995] P.E.I.J. No. 68.  There the Plaintiff, a regional 
Internet provider, sought an interlocutory injunction to prevent the Defendant from using 
                                                           
14In Inset Systems Inc. v. Instruction Set, Inc. 1996 U.S. Dist. LEXIS 7160 the Court states as follows: 
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the domain name "PEI.net".  The Plaintiff's domain name was peinet.pe.ca.  The 
Plaintiff alleged that PEI.net was confusing with its the domain name.  The Prince 
Edward Island Supreme Court rejected the Plaintiff's application on the basis that the 
Defendant's name used upper case letters and separated PEI from NET with a period. 
In Bell Actimedia Inc. v. Puzo (Communications Globe Tete), [1999] F.C. J. No. 683, the 
Federal Court considered a case where INTERNIC had assigned the defendant the 
following web site address: www.lespagesjaunes.com.  This address was used world 
wide for a site marketed as the “business directory of the French speaking world”.  The 
plaintiff had used the trade-mark PAGES JAUNES since approximately 1948 and had 
annual sales reported sales of $500M since 1998.  The court found that even though 
the plaintiff’s mark was unregistered, it had gained a considerable reputation in Canada 
and enjoined the defendant from using its domain name pending trial. The court found 
that the plaintiff had made out a serious question to be tried in that the defendant had 
contravened section 7 of the Act by offering services on its Internet site which were 
confusing with the plaintiff’s product. 
 
In Tele-Direct (Publications) Inc. v. Canadian Business Online Inc. [1997] F.C.J. No. 
1387 (“Tele-Direct”), the Plaintiff provided business listings on the Internet in addition to 
producing and offering business and telephone directories in Canada.  The plaintiff also 
owned several unregistered trade-marks including YELLOW PAGES and WALKING 
FINDERS and DESIGN marks.  The defendant CBO operated an Internet site in 
association with an electronic business directory services.  On its website, CBO used 
the expression “Canadian Yellow Pages on the Internet” alongside a representation of 
the WALKING FINGERS and DESIGN marks.  The defendant’s principal defence to the 
plaintiff’s injunction application was that the plaintiff’s marks had lost their 
distinctiveness through wide spread use by other parties both in Canada and the US. 
Mr. Justice Joyal concluded: 
 

Messages on the Internet are not the only mode of communication.  Apart from 
trade-marks, words and phrases can be found in the whole field of electronic 
commerce, with attendant problems relating to certainty, predictability and 
permanency. 
 
... It may perhaps be said that the case before me is already one in which, 
notwithstanding the peregrination of the Internet in terms of its seamless borders 
and its obtrusive presence across whole continents, the basic principles of 
property ownership require continuing protection.  
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An untested area of trade-mark infringement law in Canada is the issue of hyperlinks.  
The Internet allows users to move from one web site to another or from one page to 
another within a website - this is known as hyperlinking. Usually a hyperlink is activated 
by clicking on either a highlighted word, a graphic symbol or page.  One of the most 
common types of hyperlinking is where a link is made by clicking on a highlighted part of 
a hypertext in an original web site.  This link is known as a “hypertext reference link”, but 
there are variations.  One is where the hyperlink brings on the original site images from 
another site.  The viewer is then presented with a seamless image incorporating 
contents from both the original site and link site.  The ability to link from one site to 
another using hypertext's reference links is the essence of Internet commerce.   
 
Traders using hypertext links must ensure that their sites do no use the rival traders 
trade-mark in the manner which is confusing or they may be liable for trade-mark 
infringement.   
 
Metatags are another issue.  Meta-tagging allows an advertiser to trade on the content 
of another Internet site by using keywords, trademarks, or other identifiers.  In those 
cases, Internet search engines locate and prioritize the search data using the keyword 
"identifiers" which are known as "meta tags".  Meta tags are usually hidden in the text of 
an advertiser to attract the users search engine to the competing advertisers site.  In 
Canada there are no reported decisions involving meta tags; however, there are several 
remedies that a plaintiff could use in that type of case.  A trade-mark owner which has 
been subjected to the hidden meta tag message in a rival traders web site could 
commence an action for trade-mark infringement and under Section 7 (b) of the Act.  
Section 7 (b) provides as follows: 
 

No person shall direct public attention to his wears, 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 wears, services or 
business and the wears, services or business of another.   

 
By meta-tagging, the rival trader could be directing public attention to its goods and 
services in a manner likely to be confusing for the public.   
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C. JURISDICTION ISSUES 
 
The Internet will undoubtedly provide the Courts with interesting jurisdiction issues in 
the years to come.  The Tele Direct case already considered the liability of US 
Corporations in a contempt application for failing to comply with the provisions of an 
interlocutory order. There, notwithstanding the fact that the Defendant and two 
associated American parties had received notice of the interlocutory or order, they failed 
to comply with its terms.  The Court also found that a company called Canadian 
Advertisers Network LLC, a US based corporation, incorporated in the State of 
Delaware, knew of the interlocutory order and notwithstanding this knowledge, 
continued to use the Tele Direct trade-marks.  Mr. Justice Teitelbaum said that the 
Federal Court’s jurisdiction did not go beyond the borders of Canada; however, this did 
not mean that the Federal Court could not find a foreign corporation guilty of contempt 
having full knowledge of the injunction and failing to abide by its terms.  He concluded 
as follows: 
 

The Federal Court may not have jurisdiction over US based Companies or 
individuals but it does have the jurisdiction to find these companies or individuals 
guilty if, after having knowledge of the Federal Court orders, they act in such a 
manner as to disobey the orders. 

 
In the present case, the evidence clearly shows that the US based Companies, 
controlled either by Klimchuk or by persons acting for him, purposely target 
Canada with the use of the Plaintiff’s trade-marks, that is to say, American 
Companies knowingly are using the Plaintiff’s Yellow Pages and/or Walking 
Fingers trade-marks on their Internet site and are purposely attempting to find 
customers by using the Plaintiff’s trade-marks in Canada.  This is apparent from 
the testimony of David Rainer and Michele Verony.   

 
The Defendants “cannot do by the back door what they cannot do by the front 
door”, that is, attempt, by using US based Corporations to use, in Canada, the 
Plaintiff’s registered trade-marks. 

 
Thus the Federal Court will seek to compel a defendant to comply with the Court’s 
Orders where their Internet website is available to Canadian consumers.  This case will 
be undoubtedly used by Canadian litigants to convince superior Courts in Canada that 
they have and should exercise jurisdiction passing off, trade-mark infringement and 
comparative advertising cases.   
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V. COPYRIGHT ISSUES FOR THE INTERNET 
 
 
The Internet may be thought of as the world's largest library containing works of 
literature, music, art, and general information. Anyone can look into the library, peruse 
the shelves (by surfing or using a web crawler), select a work and download it. 
However, the library user is not required to buy the work, check it out of the library, nor 
even pay a fee for its use. Rather, the user merely transfers an exact copy of the work 
or a portion of the work to the user's own personal computer. The user may now 
reproduce the work in its entirety or in part and at will. The library users may also add 
new works to the library at will. 
 
Copyright law holds that the author of a work has the sole right to reproduce the whole 
work or any substantial part15 unless the work is in the public domain. "Works" include 
original materials and compilations of material culled from various sources. Unoriginal or 
public domain materials compiled into a work may attract copyright by reason of their 
collocation. While reproducing a small portion of a compilation does not infringe the 
copyright attached to that work, reproducing a substantial portion of a compilation may 
infringe the copyright. 
 
The technology of the Internet is designed to facilitate the transfer or copying of 
information, images and sound.16 Indeed, in some instances, users are actively invited 
to sample and redistribute works, such as shareware, placed on the Internet.  However, 
in other cases, authors may associate a high degree of proprietary interest in their 
works. Clearly, the advent of the Internet raises various questions as to a user's right to 
download and reproduce works on websites and databases plus the corresponding right 
to upload and communicate works electronically.  One author expressed the problem as 
follows:17  
 

...[O]ur initiating author is a copyright owner, but is her legal ownership of 
                                                           
15Copyright Act, R.S.C. 1985, c. C-42, 55.3(1). 

16See K. D. Suzan, "Tapping to the Beat of a Digital Drummer: Fine Tuning U.S. Copyright Law for Music 
Distribution on the Internet," (1995) 59 Albany L Rev 789. 

17I. C. Ginsburg, "Putting Cars on the 'Information Superhighway': Authors, Exploiters, and Copyright in 
Cyberspace," (1995)95 Columbia L. Rev 1466 at 1475. 
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certain exclusive rights in the compilation at all meaningful in a networked 
environment? For that matter, is any author's or other proprietor's copyright 
ownership - whether of new works created on digital networks, or of pre-
existing works posted to a network - meaningful? Will authors and copyright 
owners be happy surfers in cyberspace, or will they 'wipeout' in the 'third 
wave information library card (computer and modem) age'?... 

 
a.  Uploading and Infringement 
 
The availability of information to download from the Internet presupposes that some-one 
has uploaded the information onto the Internet.  Uploading information onto the Internet 
introduces its own collection of copyright considerations.  Unfortunately, there is a 
dearth of Canadian case law on this topic.  However, the courts in the United States 
have faced these issues on a number of occasions and we may draw some valuable 
insight from the American approach to copyright on the Internet.  
 
For example, in Playboy Enterprises, Inc. v. Frena18, the U.S. District Court upheld 
Playboy's right to protect image files that BBS (“Bulletin Board Service) subscribers had 
uploaded onto Frena's BBS. Frena was unaware that subscribers had up-loaded the 
image files and, upon being served with a summons, immediately removed the files 
from the BBS. Nevertheless, the U.S. District Court allowed Playboy to inferentially 
prove that Frena had copied its pictures by showing that Frena had access to the 
original work (magazines) and that the copy was substantially similar to the original.  
The case stands for the proposition that Internet providers and BBS operators may be 
held contributorily or vicariously liable for the infringing activities of their users.19

 
Similarly, in Sega Enterprises Ltd. and Sega of America, Inc. v. MAPHIA, 20 the U.S. 
District Court granted a preliminary injunction against BBS operators where BBS 
subscribers had used the service to upload and download unauthorized copies of 
                                                           
18 839 F. Supp. 1552 (M.D. Fla. 1993). The Court also considered the issues of trademark infringement 
and unfair competition. 

19 But see Religious Technology Center v  Ne icon' On-Line Communication Services, Inc., 907 F. Supp. 
1361 (N.D. Cal. 1995), where the Court held that a BBS operator did not violate copyright by maintaining 
copies of infringing computer bulletin board messages on its server; the BBS operator merely provided 
access to the Internet and neither created nor controlled the content of the information available to its 
subscribers. 

20 857 F. Supp. 679 (N.D. Cal. 1994). The Court also considered the issues of trademark infringement, 
unfair competition and false designation of origin. 
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copyrighted computer game software. Sega argued that the BBS operators provided 
facilities, knowledge and encouragement to the BBS subscribers amounting to 
contributory copyright infringement.  According to the judgment, over 400 users 
accessed the MAPHIA BBS. 
 
The facts of the latter case hint at the potential detrimental economic impact the Internet 
may have on the copyrights of software manufacturers and distributors. Anyone with 
access to a BBS or a homepage on the Internet may make copyrighted programs, 
literature, art or music available for downloading by other users.  Indeed, Wilken Dist. 
J.'s findings of fact in the Sega Enterprises case contain a good description of the 
process and the resultant impact on copyright holders.21 However, as with any new area 
of law, the first few decisions inevitably attract serious analysis and criticism.22

 
b. Downloading and Substantial Taking 
 
Applied to the modern context, Lord Reid's words in Ladbroke (Football), Ltd. v. William 
Hill (Football), Ltd.23 may allow Internet users to download "a commonplace 
arrangement of ordinary words or well-known data" from websites or databases 
because such "fragments taken separately would not be the subject of copyright."  
However, continuing with Lord Reid's dicta, a copyright in a compilation is infringed 
where the work as a whole is entitled to copyright and the part which is reproduced is a 
substantial part of the work as a whole (see also Sections 3 and 27 of The Copyright 
Act 24).  Therefore, where a user downloads fragments of information that qualitatively, 
not quantitatively, amounts to substantial copying of the original information, the user 
may well have breached copyright law according to Lord Reid's test.  In a concurring 
judgment, Lord Pearce wrote:25

                                                           
21 The Court recognized that 45,000 BBS systems operate in the United States and that widespread 
unauthorized copying of video games could have "a substantial and immeasurable adverse effect on the 
market for Sega's copyrighted works...". 
 
 22 See D. J. Loundy, "Revising the Copyright Law for Electronic Publishing," (1995)14 The John Marshall 
J of Comp & Info L 1. 

23 (1964) I All E.R. 465 (H.L.). 

24 Supra note 1. 

25Supra note 9 at 481. 
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Whether a part is substantial must be decided by its quality rather than its 
quantity. The reproduction of a part which by itself has no originality will not 
normally be a substantial part of the copyright and therefore will not be 
protected.  For that which would not attract copyright except by reason of its 
collocation will, when robbed of that collocation, not be a substantial part of 
the copyright and therefore the courts will not hold its reproduction to be an 
infringement...  [There is] no justification, in my view, for holding that one 
starts the inquiry as to whether copyright exists by dissecting the compilation 
into component parts instead of starting it by regarding the compilation as a 
whole and seeing whether the whole has copyright. It is when one is debating 
whether the part reproduced is substantial that one considers the pirated 
portion on its own. 

 
Clearly, when a user downloads an image, file or program from another's website, the 
question of whether the user has violated copyright law depends on the quality of the 
downloaded information in comparison to the work it was taken from as a whole.  The 
question is, what constitutes the earlier work? Is it the website, program or test? 
 
However, considering the anarchy of the Internet, where users freely download 
information to compile their own works, the question of copyright attaching to each new 
collocation and each individual piece of the collocation becomes more puzzling.  In 
copyright law, the question is whether the new collocation or work reproduces a 
substantial part of the earlier collocation.  The question is not whether the reproduced 
fragment of the earlier collocation forms a substantial part of the new collocation or 
work.26

 
One possible answer to be derived from existing copyright law is that users may freely 
download parts of a compilation where the parts of the compilation have no originality 
and attract copyright only by virtue of their collocation.  To paraphrase Plowman J. in 
Warwick,27 where the relevant parts of a website, database, program or file are original 
only by reason of their collocation, when they are robbed from that collocation they do 
not form a substantial part of the copyright in the whole. 
 

                                                           
26 Warwick Film Productions, Ltd. v. Eisinger, [1967] 3 All E.R. 367 at 385 (Ch. D.), per Plowman J.   

27 Supra note 9 at 385. 
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In Hutton v. Canadian Broadcasting Corp.,28 the Court wrote as follows: 
 

Although it may be useful to compare components of each work, the overriding 
requirement for infringement is substantial similarity of the works as a whole and 
substantial similarity in the modes of expression. 

 
A causal connection between two works is established by proof of copying or 
inferred from substantial similarity and access.  However, an inference of copying 
can be rebutted by proof of independent creation.  The second work does not 
infringe the copyright of the first if it was created entirely independently. 

 
Clearly, the Court's emphasis on access to information could create future problems for 
Internet users. Nevertheless, Garland v. Gemmill,29  a case from the last century, is 
helpful in analyzing the problems of the Internet.  Gemmill published a book under an 
assignment of copyright. Garland subsequently published a similar book. Gemmill 
alleged Garland had copied the first publication. In defence, Garland claimed that the 
subsequent book contained information readily obtained from common sources.  The 
Ontario Court of Appeal agreed with Gemmill. On further appeal, Gwynne J. of the 
Supreme Court of Canada held that: 30

 
[i]n works of this nature, where so much may be taken from common sources 
and where much of the information given, if given correctly, must be given in 
the same words we must be careful not to restrict the right of the defendant to 
publish a work similar in its nature to that of the plaintiff if, in truth, he obtains 
the information from common, independent sources open to all and does not, 
to save himself labour, merely copy from the plaintiff's book that which has 
been the result of his skill, diligence and literary attainments. We must be 
careful not to put manacles upon industry, intelligence and skill in compiling 
works of this nature. 

 
The Internet and World Wide Web arguably fall within the modem definition of 
"independent sources open to all."  Similarly, in Slumber-Magic Adjustable Bed Co. Ltd. 
v. Sleep-King Adjustable Bed Co. Ltd. and Todd, McLachlin J.,31 (as she then was), 

                                                           
28 (1992), 41 C.P.R. (3d) 45 at 48 (Alta. C.A.). 

29 (1888), [1887] 14 S.C.R. 320. 
 
30 Ibid. at 327; see also Peeks v. Wells, (1933) 1 D.L.R. 353 at 358 (P.C.) and Kilvington Bros. Ltd. v. 
Goldberg (1957), 8 D.L.R. (2d) 768 at 771 (Ont. H.C.). 

31 (1985) I W.W.R. 112 (B.C.S.C.). 
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reiterated the Ladbroke Rule outlined above and noted as follows:32

 
The proposition that arrangements of common ideas may be copyright is subject 
to certain limitations. First, it appears that the compiler can claim no copyright 
unless he or she had the right to use the materials constituting his compilation.... 
Secondly, insofar as component ideas may be in the public domain, they 
themselves may be copied with impunity, without breaching the compiler's 
copyright, which rests not in the components, but in the overall arrangement. 

 
Indeed, the recent American case of ProCD Inc. v. Zeidenberg (“ProCD”)33 indicates 
that McLachlin J.'s reasoning in Slumber-Magic Adjustable Bed Co. Ltd. is applicable in 
the Internet context. In ProCD, the United States District Court for Wisconsin held that a 
user who purchased a copyrighted CD-ROM program containing telephone listings, 
downloaded the listings onto his personal computer and subsequently uploaded the 
listings onto an Internet host computer had not violated copy right.  Crabb C.J. held that 
the copyright protected only the software component of the program and did not extend 
to the telephone listing data. 
 
c. Conclusion 
 
Certainly, the Internet has brought numerous benefits.  However, the Internet has also 
come with some attendant and not as yet fully ascertained liabilities. 
 
The Internet, replete with homepages, websites, newsgroups, hypertext links etc., is 
itself an electronic compilation of information, written materials, art, music and ideas to 
which no one holds copyright.  With the number of worldwide users increasing 
exponentially, we will inevitably see more claims of copyright infringement stemming 
from downloading information from or uploading material onto the Internet.  
Nevertheless, this short analysis indicates that existing copyright law and principles 
remain applicable to the new frontier of global communication. 
 
 
 
 
                                                           
32 Ibid.at 116. 
 
33 908 F. Supp. 640 (W.D.Wis. 1996). 
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VI. REGULATORY LEGISLATION 
 
A. THE COMPETITION ACT 
 
The Federal Competition Act was amended in the last year to meet the changing 
demands of the consuming habits of the Canadian public.  The Act contains broad 
prohibitions against making false or misleading representations to the public.  The 
cornerstone of the Act is a general principle which states that all representations, 
whether directly or indirectly, by any means whatever, that are false or misleading in a 
material respect are prohibited.   
 
In addition to this general statement, the Act contains specific prohibitions against any 
representation in the form of a statement, warranty or guarantee of performance that is 
not based on proper testing.  In these types of cases, the onus is on the trader making 
the claim to prove that it is based on an adequate and proper test.   
 
The Act also prohibits false or misleading guarantees for the promise of replacement or 
maintaining an article.  These representations are prohibited where, their form is 
material and misleading, or where there is no reasonable prospect that the warranty, 
guarantee or promise will be carried out.  The Act also prohibits misleading price claims.  
Any material misleading misrepresentation as to the price at which the product is 
ordinarily sold is prohibited.  What is at issue here is that the price, means the price that 
the product ordinarily sells for in the market place, unless specified to be the 
advertiser’s own selling price.   
 
There is also prohibition against double ticketing.  This means that where two or more 
prices are clearly shown on a particular product packaging or container, the product 
must be sold at the lower price. If there are two sticker prices on the container and the 
lower price was an error by the trader the consumer is entitled to the lower price even 
though it was priced in error. 
 
The Competition Act also prohibits multi level marketing that fails to comply with 
disclosure requirements or which features a headhunting or recruiting fee or requiring a 
purchase as a condition of entry into a particular plan.   
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Another prohibited practice is “bait and switch” where a product is advertised at a 
bargain price but the advertiser does not have the product available in sufficient 
quantities.  The trader can avoid liability by proving that the non-availability of product 
was due to circumstances beyond its control and that the quantity of the product offered 
for sale was reasonable or that the customers offered a rain check when the supplies 
were exhausted.   
 
The Act now also prohibits promotion contests which do not disclose the number and 
approximate value of the prizes or important information relating to the chances of 
winning in the contest.  In order for the contest to be lawful, it must ensure it must only 
select participants or distribute prizes on the basis of skill.  The trader must also not 
unduly delay the distribution of prizes. 
 
The former Act provided rules criminal sanctions in the form of fines and potentially 
imprisonment for infractions. Under the new legislation most of the misleading 
advertising prohibitions have been transferred to a civil review regime that does not 
impose criminal penalties but instead will be able to make prohibition orders and grant 
administrative remedies.  These new sections appear as reviewable conduct in Sections 
74.01 to 74.08 in part VIII of the amended Act.  However as the general prohibition of 
material of false or misleading representations contained in Section 52 (1)(a) referred to 
above remains as a criminal offence although it is also a reviewable practice. 
 
B. THE FOOD AND DRUGS ACT 
 
Section 9 of the Food and Drugs Act R.S.C. F-59 provides: 
 

No person shall label, package, treat, process, sell or advertise any drug in a 
manner that is false, misleading or deceptive or is likely to create an eroneous 
impression regarding it character, value, quantity, composition, merit or safety.   

 
Thus Internet advertisers in Canada are subject to both the Competition Act and the 
Food and Drug Act.  Great care must be taken to ensure that the advertising complies 
with these laws.  If an advertiser is unsure as to whether or not the advertisements are 
proper in nature, legal advice should be sought.  
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C. TRADE PRACTICES ACT 
 
The Trade Practices Act RSBC 1996 c.457 creates statutory liability for engaging in a 
deceptive act or practice in respect of a consumer transaction as defined in Sections 1 
and 3.  Under this legislation, a consumer transaction means a sale, lease, rental, 
assignment, award by chance or other disposition or supply of any kind of any personal 
property to an individual for the purposes that: 
 

i. Primarily personal, family or household; or 
 

ii. Relates to a business opportunity requiring both an expenditure of money 
or property and personal services by that individual and in which the 
individual has not been previously engaged.   

 
Section 3 outlines the deceptive acts or practices.  These include written, visual, 
descriptive or other representations including a failure to disclose which has the 
capability, tendency or effect of deceiving or misleading a person.  Section 3(3) of the 
Act sets out specific conduct which constitutes a deceptive act or practice.   
 
There are many remedies available under the Trade Practices Act. Madame Justice 
Huddard, as she then was, in Westfair Foods Ltd. v. Jim Pattison Ltd.34 set out the test 
for obtaining an interlocutory injunction under this legislation.  The applicant must 
establish: 
 

i.  that there is a fair question to be tried as to the existence of a deceptive or 
misleading practice within the meaning of Section 3 of the Act.; 
 
ii. that the alleged deceptive or misleading practice has sufficient potential to 
cause harm to the reasonable consumer in British Columbia as to merit its being  
enjoined pending trial. 

 
According to the Court, the Trade Practices Act must be construed so as to protect and 
not only alert potential consumers but also those who are credulous.  The reasonable 
consumer must be seen in that light.  There is no duty resting upon a citizen to suspect 
the honesty of those with whom he or she transacts business.35  Section 19 of the 
                                                           
34 [1989] B.C.J. No. 631.   
 
35 Stubb et al and Director of Trade Practices v. P.F. Callior and Son Limited [1977] 3 W.W.R. 493. 
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Trades Practices Act directs the Court to give greater weight, to the protection of 
consumers than to carrying on to the business of the defendant.  Further, section 19 
states that a plaintiff need not establish that irreparable harm will be done to the plaintiff 
or any consumers for the injunction to issue. 
 
D. CANADIAN ADVERTISING FOUNDATION 
 
The Canadian Advertising Foundation (the “Foundation”) set a code of advertising 
standards.  These standards are meant to be self regulatory and would equally apply to 
the Internet.  The four key principals of the Canadian Code of Advertising standards are 
that: 
 
a. Advertisements must not discredit or unfairly attack other products, services or 

advertisements or exaggerate the nature or importance of competitive differences.  
When comparisons are made with competing products or services, the advertiser 
must be able to substantiate the claim promptly upon request from the Foundation; 

 
b. Advertisements must not be deceptive by omission of relevant information; 
 
c. All pertinent details of advertised offers should be clearly stated; and 
 
d. Disclaimers or asterisked information should be large enough and located so as to 

be clearly visible. 
 
 
VII. CONCLUSION 
 
Advertising on the Internet should be treated no differently than advertising in any other 
medium.  The common law and the relevant legislation is sufficiently flexible to protect 
against advertising which is either misleading or infringes on a trader’s intellectual 
property.   
 
Like any other method of conducting business, a trader must always be vigilant against 
unauthorized use of it trade-marks.  A trade-mark owner must be equally diligent in 
policing infringing banner advertising offered by search engines or competing web 
pages as it is in tracking down counterfeit product at discount malls and flea markets.  
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The fact that the Internet is a world wide phenomenon should not intimidate a party from 
protecting its property.   There may come a time when specific legislation is passed to 
regulate advertising and the use of intellectual property on the Internet.  Until that time, 
this paper should serve as a useful guide to the advertiser on the Internet.  

 


