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[1] Thisisan action heard in Saskatoon, aganst the defendants, pursuant to the Patent Act,
R.S.C. 1985, c. P-4 (the “Act”), for alleged infringement of the plaintiffs Canadian Letters
Patent No. 1,313,830. The infringement alleged is by the defendants using, reproducing and

creating genes, cells and canola seeds and plants containing genes and cells claimed in the
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plaintiffs’ patent, and by selling the canolaseed they harvested, all without the consent or licence
of the plaintiffs. The commercia product resulting from the plaintiffs development, from its
patent and licensing agreements, is known as “ Roundup Ready Canola’, a canola seed that is

tolerant of glyphosate herbicides including the plaintiffs “Roundup”.

[2] On consideration of the evidence adduced, and the submissions, oral and written, on
behalf of the parties | conclude that the plaintiffs action is allowed and some of the remedies
they seek should be granted. These reasons set out the bases for my conclusions, in particular
my finding that, on thebalance of probabilities, the defendantsinfringed a number of the claims
under the plaintiffs’ Canadian patent number 1,313,830 by planting, in 1998, without leave or
licence by the plaintiffs, canola fields with seed saved from the 1997 crop which seed was
known, or ought to have been known by the defendantsto be Roundup tolerant and when tested
was found to contain thegene and cellsdaimed under the plaintiffs' patent. By selling the seed

harvested in 1998 the defendants further infringed the plaintiffs patent.

[3] The Reasons are lengthy. For reference the paragrgphs here numbered indicate the

principal topics, as follows.

Paragraph Topic
[4] Introduction
[15] The plaintiffs’ patent and its licensing
[29] Mr. Schmeiser’s farming practice

[36] Testing of Mr. Schmeser’s canola
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[60] The issues
[62] Admissibility of evidence of tests conducted on samples
[77] The validity of the plaintiffs patent
[91] Loss or waiver of the plaintiffs' paent rights
[101] Infringement of the patent
[128] Remedies for infringement
[146] Conclusions
Introduction

[4] Theplaintiff Monsanto Canadalnc. (“Monsanto Canada’) isincorporated under thelaws
of Canada, and has its principa place of business in Mississauga, Ontario. The plaintiff
Monsanto Company (“Monsanto US") isincorporated under the laws of the state of Delaware,
U.S.A., and hasits principal place of businessin St. Louis, Missouri, U.S.A. Referenceto both

corporations in these reasons is made by the terms “Monsanto” or “the plaintiffs.”

[5] On February 23, 1993, Monsanto US wasissued Canadian L etters Patent No. 1,313,830
(“the *830 patent”) for an invention termed “Glyphosate-Resistant Plants.” The ‘830 patent
grantsMonsanto UStheexclusiveright, privilegeand liberty of making, constructing, using and
selling the invention for the full term of the patent. The patent term ends on February 23, 2010.

Monsanto Canadais alicensee under the * 830 patent.
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[6] The defendant, Percy Schmeiser (“Mr. Schmeiser”), is an individual who resides near
Bruno, Saskatchewan, and who hasfarmedin that region for morethan 50 years. The defendart,
Schmeiser Enterprises Ltd., isa corporation organized under the laws of Saskatchewan. It has
existed since 1960in relation to a number of other businesses operated by Mr. Schmeiser, and
it was assigned control of hisfarming businessin 1996. The only shareholders and directors of
the corporation are Mr. Schmeiser and his wife. Reference to both defendants in these reasons

is made by the terms* Schmeiser” or “the defendants.”

[7] Mr. Schmeiser has been farming near Bruno in the Rural Municipality of Bayne,
Saskatchewan, for approximately 50 years. He has grown canola since the 1950's. There in
1998, the year giving rise to the plaintiffs’ claim, his corporation farmed nine fields, in which
1030 acres were devoted exclusively to growing canola. In addition to his farming,
Mr. Schmeiser has an extensive history in municipal and provincial politics, and as a

businessman and an adventurer.

[8] The plaintiffs’ claim alleges that in 1998 the defendants planted glyphosate-resistant
seeds to grow a crop of canola, for harvest, having a gene or cell that is the subject of the
plaintiffs’ patent. By so doing the defendantsare said to use, reproduce and create genes, cells,
plantsand seeds containing thegenesand cellsclaimed inthe plaintiffs’ patent. Thepartiesagree
that the defendants dd not a any time sign a Technology Use Agreement (“TUA”), the

plaintiffs’ form of license for growers of the seed containing the patented gene.
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[9] Thisaction, initiated on August 6, 1998, by amended Statement of Claim, dated August

27, 1999, seeks the following relief:

(a) An injunction restraining the defendants including all agents, employees, servants,
persons under thecontrol of oractingin concet with the defendants from:

)] using, growing, cultivating or harvesting any and all quantities of seedsand

crop grown from said seeds containing genes or cellsin accordance with any

of claims1, 2,5, 6, 7, 22,23, 26, 27, 28 and 45 of Canadian L ettersPatent No.

1,313,830.

(iti) offering for sale, selling, marketing, advertising, distributing or otherwise in
Canadaby any means any and all quantitiesof seed and crop grown from said
seed containing genes or cellsin accordance with any of claims 1, 2,5, 6, 7,
22, 23, 26, 27,28 and 45 of Canadian Letters Patent No. 1,313,830.

(b) Delivery up by the defendants of any and all of the seedsor crop in the possesson, care,
custody or control of the defendants or for which the defendants hav etitleto, in Canada,
containing said patented genes or cells or produced according to said paented method
or which in any way offend against such Orders asmay be made herein;

()] General damages exclusive of interes and costs; or an accounting of profits of the
defendants, whichever the plaintiffs may elect after discovery in areference asto both
or either asthe plaintiffs may elect;

(d) Punitive and ex emplary damages;

(e) Pre and post judgmentinterest on all monetary awards at arate of at least 1% more than
the prime banking lending rates;

() The plaintiffs’ costs of this action on a solicitor and client basis;
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[10] Theclaim for damagesor an accounting of profitswas modified at trial with counsel for
the plaintiffs then asking, on behalf of Monsanto Canada, for damages of $15 per acre of land
seeded for canolain 1998 (1,030 acres), yielding $15,450.00 in general damages, the equival ent
of alicense fee for growing the plaintiffs seed containing the patented gene. In addition, on
behalf of Monsanto US, as the patent owner, an accounting of profitsis elected, in the amount
of $105,000.00. If this Court does not find that the individual plaintiffs are entitled to elect
different heads of damage, the plaintiffsjointly claimfor profitsin the amount of $105,000.00.
At trial, counsel for the plaintiffs also requested the amount of $25,000.00 for punitive and
exemplary damages, claimed in the amended Statement of Claim, to deter others from actions

similar to those of the defendants.

[11] The defendants do not deny the presence of Roundup Ready canolain their fields in
1998, but they urged at trial that neither Mr. Schmeiser nor Schmeiser EnterprisesLtd. have ever
deliberately planted, or caused to be planted, any seeds licensed by the plaintiffs containing the
patented gene. The defendantsfurther asserted that substantial damage and | oss has been suffered
by them because of the herbicide-resistant plants. It is sad for them that it is not possible to
control the growth of the Roundup Ready canolawith normal herhicides, itinterfereswithcrop
selection, making it difficult to plant anything other than canola, and it requires the adoption of
new farming practices. | note that despite this claim no counterclaim by the defendantsis before
the Court. They do urgethat, even if the plaintiffs’ patented geneis present in the canolagrown
by the defendants, that gene must be used, in the sense that the crop must be sprayed with the

herbicide Roundup, before any infringement of the patent can be found.
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[12] The defendants urged at trial that by the unconfined release of the gere into the
environment the plaintiffs have not controlled itsspread, and did not intend to do so, and they

have thus lost or waived their right to exercise an exclusive patent over the gene.

[13] Thedefendantsfurther assertedattrial that Canadian Patent No. 1,313,830i1s, and always
has been, invalid and void because:

(@ the alleged invention is a life form intended for human
consumption and is not the proper subject matter for apatent; it
is self-propagating and can spread without human intervention;

(b) the patent was obtained for anillicit purpose of creating a noxious
plant that would spread by natural meansto the lands of innocent
parties so as to entrap them with nuisance patent infringement
claims. | note that no evidence was adduced and no argument
was directed at trial to the alleged illicit purpose;

(c) if infringement is found the plaintiffs would in effect obtain a
patent for a plant, which it is urged is not possible in Canadain
light of the Plant Breeders’ Rights Act which provides for
protection of new varieties of plants.

[14] Attria, the defendants submitted that Mr. Schmeiser isentitled to the protection of the

corporatedefendant, and if infringement befound, liability should belimited tothe company and
not extended to him personally. The defendants also maintain that exemplary and punitive
damages are not warranted and would be excessive in a situation such as this where the

defendants are already facing financial ruin should this Court find against them. Finally, they
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opposetheaward of separaterelief to each of theplaintiffshereclaimed, i.e. they oppose general

damages for Monsanto Canada and an accounting of profits for Monsanto US.

The plaintiffs’ patent and its licensing

[15] The patent in issue, entitled “Glyphosate Resisant Plants’, concerns man-made
genetically-engineered genes, and cells containing those genes which, when inserted in plants,
in this case canola, make those plants resistant to glyphosate herbicides such as Monsanto’s
product sold under the trade-mark Roundup. Glyphosate herbicidesinhibit the enzyme known
as EPSPS, required to produce a particular amino acid essential for the growth and survival of
a very broad range of plants. The herbidde so inhibits the enzyme EPSPS that most plants

sprayed with Roundup or other glyphosates do not survive.

[16] By laboratory devdopments scientistsof Monsanto US created a genetic insert, known
as RT73, which, when introduced into the DNA of canola cells by a transformation vector,
produces a variety of canolawith a high level of tolerance to glyphosate. Once the modified
geneisinserted in the DNA of the plant cdls, the plant, its stem, leaves, seeds, etc., contain the
modified gene. The plant’s progeny, growing from seed with the patented gene and cells, will
largely be comprised of cells with the modified gene. Thus the offspring or seeds of Roundup
Ready canola, which is mainly self-germinating, contain the modified gene so that they too are

glyphosate-tol erant.
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[17] Glyphosate herbicides such as Roundup have been widely used in Canada for many
years. Canolatolerant to glyphosate first became available commercially in Canada in 1996.
It hasbeen marketed under licensing arrangementsthrough M onsanto Canadaunder Monsanto’s
trade-mark Roundup Ready Canola. In 1996 approximately 600 farmers in Canada planted
Roundup Ready canola, on some 50,000 acres. By 2000, approximately 4.5 to 5 million acres
of Roundup Ready canola were planted in Canada by about 20,000 farmers, producing nearly

40% of canola grown in Canada.

[18] Canolagrowing in western Canadais a great Canadian success story. Rape seed was
grown on a relatively small scale for many years. Now with the development, largely by
Canadian scientists, of high yield seed, now called canola, cropsfor oil for human consumption

and meal for animal feed, provide the greatest annual value of al grain crops in Canada.

[19] Theadvantage of Roundup Ready canolaisthat it istolerant to the glyphosate herbicide
Roundup which can be sprayed after the desired crop has emerged, killing other plants. This
procedure is said to avoid any need to delay seeding for early weed spraying, to avoid the use
of other special types of herbicides, and to eliminate the need for extensive tillage of the land,

thus preserving moisture in the ground.

[20] Monsanto’'s ‘830 patent includes in its disclosure a statement of the objective, and a

summary, of the invention. These provide in part:



The object of thisinventionisto provide amethod of genetically
transforming plant cells which causes the cells and plants regenerated
therefrom to become resistant to glyphosate and the herbicidal salts
thereof.

This invention involves a cloning or expression vector
comprising a gene w hich encodes 5-enol pyruvylshikim ate-3-ph ospate
synthase (EPSPS) polypeptide which, when expressed in a plant cell
containsachloroplast transit peptide which allows the polypeptide, or an
enzymatically active portion thereof, to betransported fromthecytoplasm
of the plant cell into a chloroplast in the plant cdl, and confers a
substantial degree of glypho sate resistance upon the plant cell and plants
regenerated therefrom.
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[21] Theclaimsof theinvention which in thisaction are said to be infringed include the

following:

1. A chimeric plant gene which comprises:
(a) a promoter sequence w hich functionsin plant cells;
(b) a coding sequence which causes the production of

RNA, encoding a chloroplast transit peptide/s-
enolpy ruvylshikimate-3-phosphate synthase (EPSPS)
fusion polypeptide, which chloroplast transit peptide
permits the fusion polypeptide to be imported into a
chloroplag of a plant cell; and
(c) a 3 non-translated region which encodes a
polyadenylation signal which functionsin plant cellsto
cause the addition to polyadenylate nucleotides to the
3' end of the RNA;
the promoter beingheterol ogous with respectto the coding sequence and
adapted to cause sufficient expression of the fusion polypeptide to
enhance the glyphosate resistance of a plant cell transformed with the
gene.
2. A chimeric gene of Claim 1 in which the promoter sequenceis

a plant virus promoter squence.

5. A chimeric gene of Claim 1 in which the coding squence

encodesamutant 5-enolpyruvylshikimate-3-phosp hate synthase (EPSPS).
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6. A chimeric gene of Claim 1 in which the EPSPS coding
sequence encodesan EPSPS from an organiam selected from the group
consisting of bacteria, fungi and plants.

7. A chimeric gene of Claim 1 in which the chloroplast transit

peptide is from a plant EPSPS gene.

22. A glyphosate-resistant plant cell comprising a chimeric plant
gene of Claim 1.
23. A glyphosate-resistant plant cell of Claim 22 in which the

promoter sequence is a plant virus promoter sequence.

26. A glyphosate-resistant plantcell of Claim 22 in which the coding
sequence encodesamutant 5-enol pyruvyl shikimate-3-phosphate synthase.
27. A glyphosate-resistant plantcell of Claim 22 in which the coding
sequence encodes an EPSPS from an organism selected from the group
consisting of bacteria, fungi and plants.

28. A glyphosate-resistant plant cell of Claim 22 in which the
chloroplast transit peptide is from a plant EPSPS gene.

45, A glyphosate-resistant oil seed rape cdl of Claim 22.

[22] The “chimeric” plant gene is a gene (i.e. DNA) that was molecularly engineered
using multiple sources including plant, viral and bacterial DNA. Claim 1 of the patent sets
out the basic claim to achimeric plant gene. Claims2, 5, 6, and 7 are claims dependant upon
clam 1. Claim 22, also dependant upon claim 1, is for a glyphosate-resistant plant cell
comprising a chimeric plant gene of claim 1, and claims 23, 26, 27 and 28, are dependant

upon claim 22. Claim 45 is a glyphosate-resistant oil seed rape cell of claim 22.

[23] Ininterpreting the claims of a patent the Court takes a purposive approach not one

unduly technical or literal (Catnic Components Ltd. v. Hill & Smith Ltd., [1982] R.P.C. 183
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(H.L.)). Theinterpretation should befair and reasonable to both the patentee and the public
(Burton Parsons Chemicals Inc. V. Hewlett-Packard (Canada) Ltd., [1976] 1 S.C.R. 555).
If the words of the claim are clear and unambiguous it is not necessary to look any further

to discover the nature of an invention.

[24] Evidenceof the development and the nature of the patent was presented on behalf of
the plaintiffs by Dr. Robert B. Horsch, an employee of Monsanto US and one of the
inventors of the patent, and by Ms. Doris Dixon, a microbiologist employed by Monsanto,
responsiblefor the testing undertaken by the plaintiffsin regard to some of the samples of
Schmeiser’ s canolacrop in1998. None of their evidence about the nature of the patent was

contested.

[25] Moreover, in my opinion, the construction of the paent, in relation tothe claimsin
issue, is not contested except in relation to the claim for infringement. There the scope of
the patent isinissue by the defence that since the defendants did not spray their 1998 crop
of canola with Roundup herbicide, after it had emerged, they did not use the plaintiffs

invention. That issue | return to; here | propose simply to construe the patent.

[26] In my opinion the claims in issue are clearly expressed and it is unnecessary to
consider the description or disclosureto understand them. Claims1, 2, 5, 6and 7 each claim
a chimeric plant gene with characteristics as specified inthe claim. Claims 22, 23, 26, 27,

and 28, each concern a glyphosate-resistant plant cell comprising a chimeric plant gene of
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clam 1, with other spedfied characteistics of the cell specified for daims other than
claim 22. Finally, claim 45 claims simply a glyphosate-resistant oil seed rape cell of
clam 22. The presence of the chimeric plant gene described in claim 1 is essential for all
of the claims. The clams relate to genes and cells which are glyphosate-resistant.
Obviously the invention has utility in resistance to glyphosate, but none of the claims
specifiesthisutility nor doesit requirethe use of glyphosate, such as Roundup herbicide, for

the invention claimed.

[27] Because the progeny of glyphosate-resistant canolawill contain the modified gene
andwill also beglyphosate-resi stant, M onsanto devel oped alicensing arrangement to protect
its patent, and its market, by limiting the opportunity of a grower, under licence, to sell or
give seed to another or to retain it for his own use.

[28] All of the plaintiffs’ licensing arrangements in Canada are made by or on behalf of
Monsanto Canada. It licenses commercial seed growersto grow Roundup Ready canolafor
seed purposes. Farmers are required to attend a Grower Enrollment Meeting conducted by
M onsanto representatives who describe the gene technology and the licensing termsfor its
use. A grower must be certified to use the gene technology by signing a Roundup Ready
grower agreement. This entitles afarmer to purchase Roundup Ready canola seed from an
authorized Monsanto agent, but to acquire seed the farmer must also sign a Techndogy Use
Agreement provided by the retail seed agent acting for Monsanto Canada. Under the latter
agreement, thefarmer can use theseed for plantingonly one crop, to besold for consumption

to acommercial purchaser authorized by Monsanto. Thefarmer undertekes not to sell or
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give seed to any other third party and not to save seed for his own replanting or inventory.
Under the TUA Monsanto hastheright to inspect thefields of the contracting farmer and to

take samples to veify compliancewith the agreement.

Mpr. Schmeiser’s farming practices

[29] Asisapparently common practicefor anumber of canolafarmersinthe Bruno area,
Mr. Schmeiser routinely saved a portion of the canola harvested on his property to serve as
seed for the next generation of crops. Through this procedure, Mr. Schmeisa was able to
avoid purchasing canola seed after 1993, until 1999, and over the years he believes he was
able to develop his own strain of canola that was relatively resistant to various forms of

diseases that tend to attack canola

[30] Itisthedefendants usual practice to grow aconventional variety of canola known
asArgentine canola. They also growwheat and peas, and in addition portions of hisland are
subject to summer fallow from time to time. For a number of years, Mr. Schmeiser has
chosen to grow canola crops back-to-badk in the samefieldsfor a period of upto four years.
Attrial, he asserted that the advantage to such afarming practice isthat one may then utilize
the benefits of the fertilizer applied the year before, thereby using less and often creating a
greater crop yield in the subsequent years. It isalsothe general practice of Mr. Schmdser to
timethe cultivation of hisland so astoavoid tilling potentially diseased plant remainsinto
the soil and thereby reducing the possibility of certain diseases developing in new crops.

Through this practice ove the long-term thedefendants say Mr. Schmeiser has been able
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to grow canola cropsthat arerelatively free of weeds and the common diseases of blackleg
and sclerotiniathat plague canda. He claimshiscrops have been better-than-averageyields

in the Bruno, Saskatchewan area.

[31]] Mr. Schmeiser testified that it is his general practice to use chemical herbicides as
little as possible. However, he does use them when necessary for weed control. He prefers
to utilize herbicides that can be incorporated into the soil, unlike Roundup, or those that can
be applied in the spring, as these kill weeds when they germinate, thereby preventing the
substantial loss of soil moisture that is suffered with the growth of weeds. He believes
herbicide incorporated in the soil will be effective up to three years. Mr. Schmeiser also
testified that he has used Roundup, particularly to burn off his fields before planting, or to
“chem fallow” fields, and also for spraying for weeds and volunteer plants around power
polesand inroad ditches. He doesnot liketo useit on agrowing canolacrop. Hefindsthat
when sprayed on agrowing crop it leavesaresiduethat killsa substantial amount of bacteria
in the soil which affects the yield from back-to-back planting and increases the possibility

of root diseases, such as blackleg and sclerotinia, in canola.

[32] In 1998 the defendants planted canola seed in all or part of each of eight quarter
sections (containing ninefields), all withinthe Rural Municipality of Bayne No. 371, atotal
of 1,030 acres of canola. That crop was planted from seed said to have been saved fromhis
1997 crop, from his field number 2. In 1997 six of the same fields asin 1998, i.e. fields

other than those identified at trial as fields 4, 7 and 9, were planted wholly or partly in
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canola, atotal of 780 acres of canola. The 1997 crop was planted from seed said to have
been saved from the 1996 crop, from field 1, when atotal of 370 acres of canolawasplanted

inal or parts of fields 1, 4, 6 and 7.

[33] Inthe1996 crop year, from which Mr. Schmeiser’ s 1998 seed was said to be derived
through the 1997 crop, there were five other growers with farms in the Rural Municipality
of Bayne No. 371 who grew Roundup Ready canola. It isthe evidence of Aaron Mitchell,
Biotechnol ogy Manager, Research Devel opment Department of M onsanto, at Saskatoon, that
of the farms licensed to grown Roundup Ready canola in 1996 the closest field to the
defendants’ field number 2, from which seed was saved in 1997, was approximately five

miles.

[34] | note that in 1996 one of the licensed farmers, Mr. Huber, a neighbour of Mr.
Schmeiser, grew seed under licensefrom Monsanto on aquarter section just north and west
of, and diagonally adjacent to, Mr. Schmeiser’sfield No. 6. It was the evidence at trial of
Mr. Schmeiser’s hired man, Carlysle Moritz, that at the end of the 1996 crop year, a
substantial swath of canola had blown from Mr. Huber’s land onto field No. 6. There was
no evidence that seed from Schmeiser’ sfield No. 6 was saved in 1996 to be used as seed for

his 1997 crop.

[35] Theevidenceof Mr. Mitchell for Monsanto isthat after both the 1996 and 1997 crop

years, the crop was collected from licensed growers by commercial truckers who delivered
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all of the canolato crushing plants in trudks with tight tarpaulins. 1n the case of the Bruno

crop area, thecrushing plants were located at Nipawin or Clavet.

Testing of Mr. Schmeiser’s canola

[36] Despiteinconsistenciesin the recollections of witnessesfor the plaintiffs on the one
hand, and for the defendants on the other, the chronology of events leading to the

commencement of this action can be generally described.

[37] Inthe summer of 1997, the plaintiffs, through Robinson Investigations a private
agency in Saskatoon, undertook random audits of canola crops growing in Saskatchewan.
Thefarmswereidentified by Monsanto from among their licensed farmers, or from leadsor
tips suggesting that Roundup Ready seed might be growing on property of an unlicensed
farmer, or from randominspectionsundertakento audit afarming area. Thedefendants farm
was included in this audit process after an anonymous tip was received indicating that

Roundup Ready canola was being grown in Schmeiser’ sfields, where it was not licensed.

[38] Aswe have noted Mr. Schmeiser testified that in 1997 he planted his canola crop
with seed saved from 1996 which he believed came mainly from field number 1. Roundup-
resistant canola was first noticed in his crop in 1997, when Mr. Schmeiser and his hired
hand, Carlysle Moritz, hand-sprayed Roundup around the power poles and in ditchesalong
the road bordering fields 1, 2, 3 and 4. These fields are adjacent to one another and are

located along the east sideof the main paved grid road that |eads south to Bruno from these



Page: 18

fields. Thisspraying waspart of theregular farming practicesof the defendants, tokill weeds
and volunteer plants around power poles and in ditches. Several days after the spraying,
Mr. Schmei ser noticed that alarge portion of the plantsearlier sprayed by hand had survived

the spraying with the Roundup herbicide.

[39] In an attempt to determine why the plants had survived the herbicide spraying,
Mr. Schmeiser conducted a test in field 2. Using his sprayer, he sprayed, with Roundup
herbicide, a section of that field in a strip along the road. He made two passes with his
sprayer set to spray 40 feet, the first weaving between and around the power poles, and the
second beyond but adjacent to thefirst passinthefield, and parallel to the power poles. This
was said by him to be some three to four acresin all, or “agood three acres’. After some
days, approximately 60% of the plants earlier sprayed had persisted and continued to grow.
Mr. Schmeiser testified that these plants grew in clumps which were thickest near the road

and began to thin as one moved farther into the field.

[40] Despitethisresult Mr. Schmeiser continued to work field 2, and, at harvest, Carlysle
Moritz, on instruction from Mr. Schmeiser, swathed and combined field 2. He included
swaths from the surviving canola seed along the roadside in the first load of seed in the
combine which he emptied into an old Ford truck located in the field. That truck was
covered with atarp and later it wastowed to one of Mr. Schmeiser’ s outbuildings at Bruno.
Inthe spring of 1998 the seed from the old Ford truck was taken by Mr. Schmeiser in another

truck to the Humboldt Flour Mill (“HFM”) for treatment. After that, Mr. Schmeiser’s
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testimony isthat the treated seed was mixed with some bin-run seed and fertilizer and then

used for planting his 1998 canola crop.

Derbyshire samples, 1997 crop

[41] Before the 1997 crop was harvested, acting for Robinson Investigations, on
August 18, 1997, Mr. Waynre Derbyshire, dter trying unsuccessfully to spesk with
Mr. Schmeiser at his garage and at hisresidence, took pod samples of canolafrom the west
side, along the road allowance, beside field 2 and from the south and east sides along the
road allowances bordering field 5. He testified he did not trespass on Schmeiser’s land,
taking his samplesfrom the crop apparently planted, asMr. Schmeiser does and many other
farmers do, in the road allowance bordering hisfields. Mr. Derbyshire placed the samples
of pods from three or four plants in separate bags, marking them for identification by
Mr. Schmeiser’ s name, the date, his own file number and the number of the sample. The
location of the sample gathering was described by Mr. Derbyshire in a document dated
August 21, 1997, which, with the samples, was delivered to Robinson Investigations in
Saskatoon on August 27, by courier. Until then the samples had beenretained, sealed, in
Mr. Derbyshire's car until his work in the Bruno area was completed on August 19.
Thereafter hereturned hometo Reginaafter onefurther crop auditing by samplestaken near
North Battleford. At Regna, the samples from the borders of Schmeiser’s fields were

retained in Mr. Derbyshire’ s freezer until they were sent to Saskatoon.
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[42] After these samples were received by Mr. Mike Robinson, president of Robinson
Investigations, he forwarded them on September 2, 1997 to Aaron Mitchell, who was
accepted at trial as an expert on weed control and agronomy, including the use of Roundup
and canola. Mr. Mitchell air-dried the samples, removed seeds from the pods and reseal ed
the seedsin envelopes. Hedelivered theseinthefall of 1997 to the Phytoton Manager at the
Crop Science Department of the University of Saskatchewan. Four seedsfrom each sample
wereplanted for agrow out ted. Theremaining seed sampleswerereturnedto Mr. Mitchell,
who retained those samples until they were delivered to Dr. Keith Downey on
January 24, 2000 for the purpose of undertaking a further grow-out test of the remaining

samples taken originally in 1997.

[43] AttheUniversity of Saskatchewaninthefall of 1997, four seeds of each samplewere
planted and two, three or four of the seeds germinated from each sample. When these
reached the two or three leaf stage they were sprayed with Roundup herbicide. More than
threeweeks|later all plantsfrom five of these samples had survived the spraying. One of the
samples from the border of field 5, from which only one seed germinated, did not contain
any plant tolerant to Roundup. Mr. Mitchell believesthisdemonstrated that Roundup Ready

canolawas growing on Mr. Schmeiser’ sfields.

[44] Inearly 2000 Dr. Downey arranged for agrow-out test of the sample provided by Mr.
Mitchell from seeds retained from the 1997 sample. Mr. Schmeiser and his counsel were

invited to be present at commencement of thetest. There were differencesin the testimony
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of Dr. Downey and Mr. Schmeiser about the presence of cleaver seeds among the sample
seeds. All seedsin the sample provided to Dr. Downey were planted. The grow-out test of
the seeds resulted in about 50% of the seeds germinating. The subsequent application of
Roundup herbicide left surviving al of the plants which germinated from the seed,
demonstrating they were glyphosate tolerant. This led Dr. Downey to conclude that the
seeds provided to him from the 1997 sample taken of plants growing along the road
allowancesof fields2and 5, demonstrated that the canola plants growing there were not the
result of pollen movement into thosefields, or out crossing between glyphosate-resi stant and
susceptible plants. Rather, in his view, the high percentage of glyphosate-tolerant plants,
among those which had germinated, indicated they were grown from commercial Roundup

Ready canola seed.

[45] As aresult of the 1997 test on samples of Schmeiser’s canola, in March 1998,
Mr. Robinson, on instruction from Monsanto, visited Mr. Schmeiser in Bruno, and advised
him that it was believed that Schmeiser had grown Roundup Ready canola the previous
summer. Mr. Robinson testified he told Mr. Schmeiser that he was representing Monsanto
and that samples had been taken the previous summer. Mr. Schmeiser deniesthiswas said.
Hisversion of their conversation differsfromthat of Mr. Robinson, but nothing turnsonthis.
It did provide notice to Schmeiser that Monsanto believed he had grown their product
without a license. Mr. Schmeiser clamed that Mr. Robinson declined to permit their
conversation to be tape recorded, a claim Robinson denies. Ultimately, Mr. Schmeiser says

he did not treat seriously the concern raised by Mr. Robinson.
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Samples from Humboldt Flour Mills

[46] Laterinthespringof 1998, Monsanto representatives|earned that the defendants had
seed treated at the HFM and that HFM had retained sampl es of his seed for itsown purposes.
They requested a sample of the seed withheld from Mr. Schmeiser by HFM. Mr. Schmeiser
had not previously used HFM for seed-treating purposes, and he was not aware that samples
were regularly taken from the seed provided by farmers. Aswas done for al othe's whose
seed wastreated, HFM did take samples of the seed brought in by the defendants and of the
seed after treatment and before delivery to Schmeiser. HFM provided a portion of both

samples to Monsanto without informing Mr. Schmeiser that this had been done.

[47] Withrespect tothespecimenstakenby HFM in April 1998, the portionsnot provided
to a Monsanto representative were kept in the possession of HFM, and turned over to its
successor, when control of the business was assumed by the Saskatchewan Whea Pool.
When the sampleswere provided in April 1998 to the Monsanto representative, Mr. Robert
Chomyn, he forwarded them to Mr. Aaron Mitchell on April 28, 1998. Mitchell
subsequently divided the samples. Half of them he sent, on January 18, 1999, to Mr. Leon
Perehudoff of Prairie Plant Systems, to conduct further grow-out tests. From those testsleaf
samples were sent to Ms. Doris Dixon of Monsanto US for genetic testing in March, 1999.
The other half of the sample held by Mr. Mitchell was sent by him to Schmeiser’ s counsel

on April 23, 1999. It waslater delivered by counsel to Mr. Lyle Freisen of the University
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of Manitobaon August 26, 1999, for the purpose of conducting grow-out testson behalf of

the defendants.

Sample in July 1998

[48] InlateJduly, 1998, Mr. E. L. Shwydiuk, arepresentative of Robinson Investigations,
acting for Monsanto, collected random samplesof leavesfrom several canolaplantsgrowing
in the rights of way near the boundary of each of Schmdser’s nine fields. These were
subjected by Mr. Shwydiuk toa*” quick test”, devel oped and used by M onsanto for detecting
the presence of a protein found within Roundup Ready canola as a result of the inserted
patented gene and cell. Each sample, from all the locations, tested positive for the presence
of thetell-tale protein. The sampleswere sent to Robinson Investigationsin September and
thence forwarded to Ms. Dixon of Monsanto USin St. Louis for molecular analysis. Asa
result of testsby Monsantoall of these sampleswerepositivefor the presence of the patented

gene.

Samples under Court Order, August 1998

[49] On July 30, 1998, a representative of Monsanto requested permission from
Mr. Schmeiser to enter his fields to take samples from the current canola crop.

Mr. Schmeiser denied the request.

[50] Following this failed attempt to gain further samples, Monsanto obtained a court

order to alow itsrepresentativesto take samplesfrom the defendants’ crops. Mr. Schmeiser
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consented to the order on the understanding that he was to be present when those samples
were taken. While the order did not specify an opportunity for him to be present, counsel
for the plaintiffs did undertake by letter to advise the defendants' counsel a day before the
plaintiffs’ representatives proposed to collect samples, in order to facilitatearrangementsby

the defendants to attend the sampling.

[51] OnAugust 13,1998, Messrs. Don Todd and James Vancha, representing Robinson
Investigations and Monsanto respectively, arrived at the defendants’ farm to take samples
under the court order. Apparently the defendants had not received earlier notice of their
arrival. When Mrs. Schmeiser received them at home they were directed to the field where
Mr. Schmeiser was working. They then met him in one of hisfields. The recollections of
Messrs. Todd and Vanchadiffer fromthose of Mr. Schmeiser asto what transpired between
them. Therepresentativestestified that Mr. Schmei ser refused to accompany them whilethey
collected sampl es, though Mr. Schmeiser’ sevidenceisthat Messrs. Todd and Vanchawould
not alow himto accompany themin the sample-taking. Ultimately samplesweretaken from
al of the defendants nine fields, three samples from each field, al in the absence of

Mr. Schmeiser.

[52] On completion of the sampling Messrs. Todd and Vancha met with Mr. Schmeiser
againin one of hisfields, and delivered to him a collection of 27 |abelled bags containing

pod samples, said to be half of the total sample taken in each location, the other half being
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retained for Monsanto. As each sample was collected one-half was put in each of two bags,

onefor Mr. Schmeiser and one for Monsanto.

[53] The samples taken in August 1998 and held for Monsanto were divided by Mr.
Vanchaso asto provide two separate samplesfor Mr. Aaron Mitchell. Thefirst samplewas
delivered to Mitchell on September 8, 1998, and itwas forwarded by Mitchell to Ms. Dixon
of Monsanto US, for thepurpose of genetic testing. The second sample, originally retained
by Mr. Vancha, wasgivento Mr. Mitchell on January 14, 1999. He used this half toconduct
agrow-out test, and to provide asampleto Mr. Leon Perehudoff of PrairiePlant Systemson
January 19, 1999, who also conducted agrow-out test. After that test by Mr. Perehudoff, the
tissue of 30 surviving plants was subsequently delivered to Ms. Dixon of Monsanto US at
St. Louisto conduct further genetic testing. The results of these tests show the presence of

the patented gene in arange of 95-98% of the canola sampled.

[54] Thesamplesthat Mr. Schmeiser received in August from Mr. Vanchafollowing the
sample collection on August 13, 1998, were kept in the vegetable storage area in the
basement of Mr. Schmeiser’s residence. In July 1999 he conducted his own grow-out test
of seeds in the sample and he turned over the balance of the sample to his counsel in

August 1999, to be sent to Mr. Freisen at University of Manitoba for testing.

[55] In 1999, Mr. Schmeiser learned of the samples of his seed that had been held by the

HFM. The defendants dbotained a portion of those samples on July 9, 1999, and
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Mr. Schmeiser retained some of this sample for his own test, and the balance he delivered

to defendants’ counsel in August 1999, to be forwarded to Mr. Freisen for testing.

[56] InJuly 1999, Mr. Schmeiser conducted his own grow-out test using aportion of the
seeds in the samples provided by Messrs. Todd and Vancha and those obtained from the
HFM. On completion of his own grow-out test, Mr. Schmeiser observed that, of the seven
rows of canola he had planted for the test, the sample of his 1997-produced untreated seed
obtained from HFM showed approximately 40-50% of the plants tha germinated had
survived after being sprayed with Roundup, with the exception of one row where 104 of the
105 plants that had germinated, died. TheHFM treated samplehad a Roundup survival rate

of some 32%.

[57] Theremainder of Mr. Schmeiser’ sstored samplefrom his 1998 crop earlier provided
by Mr. Vancha, was delivered to the defendants' counsel who forwarded it to Mr. Freisen
at the University of Manitoba on August 26, 1999, with the remainder of the sample
providedto Mr. Schmeiser by HFM, for the purpose of conducting controlled grow-out tests.
[58] Mr. Freisen obtained further seed samples of Mr. Schmeisa’s 1997 seed directly
from the Saskatchewan Wheat Pool (which had taken over the forme HFM) in April 2000,
to complete the grow-out tests prepared for the preparation of expert evidenceat trial. After
testing all of the samples provided to him by both the defendants and HFM, Mr. Freisen
obtained avariety of resultsthat ranged from 0% Roundup-tol erant to 98% Roundup-tol erant

canola. At trial, he testified that while he could determine an average percentage of
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glyphosate-tolerant canola for the 17 samples he tested, there was little pant in doing so
becauseof thedrastic differencesin thelevel of Roundup tolerancee noted. Hisevidencedid
reveal that of the seeds grown from samplesprovided by HFM, before and after treatment,
both those received from the defendants after they were obtained by Mr. Schmeiser in 1999
and those received directly from Saskatchewan Wheat Pool at Humboldt in April 2000, the
survival rate of germinating plants after spraying with Roundup ranged from 95 to 98%.
That rangeisevidenceof the presence of commercial Roundup Ready canola. Thisevidence

is supportive of the plaintiffs’ claim.

[59] Asearlier noted, the defendants did not purchase canola seed from 1993 until 1999.
In 1999, because this action had been initiated, on the advice of thar counsel the defendants
destroyed all canola seed held from previous cropsand purchased an entirely new inventory
of seed for the planting of their 1999 canola crop, the source of which would be
unquestioned. However, volunteer plants of Roundup Ready canola were said to be found

within the 1999 canola fields grown by the defendants.

The issues
[60] Theissuesarising in thisaction concern

- the admissibility of evidence of the tests conducted on samples of
Schmeiser’ s canola,

- the validity of the plaintiffs patert,
- possible waiver of patent rights by the plaintiffs,

- infringement of the patent,
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- the remedies applicable if therebe infringement,

- Costs.

[61] Theseissues are dealt with in turn, except costs, on which both parties requested

opportunity to make submissions following filing of these Reasons.

Admissibility of evidence of tests conducted on samples

[62] The defendants submit that evidence of most of the tests conducted on various
samples should not be admitted or considered by the Court, for several reasons. This
submission is made despite the defendants’ acknowledgment that under the common law
relevant evidence, however obtained, is generally admissible.

[63] The evidence of tests performed from sampling done in August 1998 by Messrs.
Todd and Vancha, acting under the Court’s order, ought to be excluded, it is urged by the
defendants, on the ground that an undertaking by counsel for the plaintiffs, given when the
order was approved, was not met when counsel for the defendants was not advised aday in
advance of the expected day for samples to betaken. It isurged that the order in question
is akin to, and just as intrusive as, an Anton Piller order, about which courts insist on

scrupulously fair processes if materials are to be taken under such an order.

[64] Inmy view, that analogy isnot apt. Herethe order in question, issued by Mr. Giles,
Associate Senior Prothonotary of the Court, wasissued on consent of the defendants. It was

not issued ex parte and without notice, asistypically done for an Anton Piller order. Here
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Mr. Schmeiser had notice of the plaintiffs' motion and of the order to which he consented.
Moreover, the order was directed to obtaining samples only of a substantia crop, not to
seizure of the entire crop suspected of infringing the plaintiffs interests, as is the usual

objective of an Anton Piller order.

[65] Itisunfortunate, whatever the expanation, if any, that an undertaking by plaintiffs
counsel was not met, if that be the case, but where the order providing for samples to be
taken is granted on consent and without any stipul ation about further notice before samples
are to be taken, or about the defendants' right to be represented and present during the
sampling process, there was no breach of the Court’sorder. Mr. Schmeiser was present on
hisfarm field before, and after the samples weretaken and on both occasions Messrs. Todd
and Vancha spoke with him. Their evidence is that he declined to accompany them while
they collected samples, referring to asore leg that he apparently had recently injured. Itis
surprising, if Mr. Schmeiser was refused the opportunity to accompany the samplers, as he
claims, that he subsequently made no objection to the sampling by Messrs. Todd and VVancha
to the Court, and no mention was madeat trial of any objection that may havebeen made to

counsel for plaintiffs following the sampling.

[66] | conclude that the samples taken under Court order in August 1998 were obtained
inaccordwiththelaw. Evidence of tests using those samplesisrelevant to theissues before

the Court and is admissible.
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[67] Asforthesamplestakenin 1997 by Mr. Derbyshire, intheroad allowances of fields
2 and 5, and the samples obtained by the plaintiffs from HFM, it is urged that these were
samples of the defendants’ products, of their property, taken without their knowledge or
approval. The same could be said of the nine leaf samples taken on July 30, 1998 by
Mr. Shwydiuk, for the Robinson firm, which he selected from the public rights of way or
road allowances bordering the nine fields on which Mr. Schmeiser’s canola was growing.
Taking the samplesin all thesecasesis said to beunlawful, a conversion of the defendants’
property, without permission. Even if the samplesweretaken from the public rights of way
itisurged the plantswere still the property of the defendants. It isurged that property in the
samples taken by Messrs. Derbyshire and Shwydiuk, and the samples provided by HFM,
originally withheld from Schmeiser for HFM’ s own purposes, was vested in the defendant
corporation, and results of tests based on those samples should be excluded if the principle
of s-s. 24(2) of the Canadian Charter of Rights and Freedoms isto bereflectedin this civil
dispute between the parties. This the defendants urge.

[68] Section 24 of the Charter provides:

24. (1) Anyone whose rights or freedoms,
as guaranteed by this Charter, have been
infringed or denied may apply to a court of
competent jurisdiction to obtain such remedy
as the court considers appropriate and just in
the circumstances.

(2) Where, in proceedings under
subsection (1), a court concludes that
evidence was obtained in a manner that
infringed or denied any rights or freedoms
guaranteed by this Charter, the evidence shall
be excluded if it is established that, having
regard to all the circumstances, theadmission
of it in the proceedings would bring the
administration of justice into disrepute.

24. (1) Toute personne, victime de
violation ou de négation desdroits ou libertés
qui lui sont garantis par la présente charte,
peut s adresser aun tribunal compétent pour
obtenir la réparation que le tribunal estime
convenable et juste eu égard aux
circonstances.

(2) Lorsque, dansune instance visée
au paragraphe (1), letribunal aconclu que des
éléments de preuve ont été obtenus dans des
conditions qui portent atteinte aux droits ou
libertés garantis par la présente charte, ces
élémentsde preuve sont écartés s'il est établi,
eu égard aux circonstances, que leur
utilisation est susceptible de déconsidérer
I”administration de la justice.
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[69] Inmy opinion s. 24 of the Charter hasno applicationinthiscase. Asl read
s-s. 24(2), it provides for the exclusion of evidence obtained in a manner that
infringes or denies rights or freedoms guaranteed by the Charter in proceedings
initiated under s-s.24(1) to seek relief from infringement or denial of Charter rights.
Thisis not such a proceeding; it is not a proceeding contemplated by s-s. 24(1). It
is not a proceeding in which any agency of government is a party or has any

involvement.

[70] It seemsclear that in disputes between private partiesin which no agency of
government isaparty the Charter doesnot apply. (See RWDSUV. Dolphin Delivery
Ltd., [1986] 2 S.C.R. 573 at 593-604, 33 D.L.R. (4™ 174; City of Mascouche V.
Houle et al. (1999), 179 D.L.R. (4™ 90 (Que. C.A.)). Moreove, in my opinion this
isnot acaseinwhich the Court should moveto evolve principles of thecommon law
in amanner consistent with the principle expressed in the Charter in s-s. 24(2), to
exclude evidence in particular circumstances. Even where the Charter is clearly
applicable, in criminal proceedingswhere anindividual’ srightsandlibertiesmay be
directly affected by state action, adetermination for exclusion of evidence under s-s.
24(2) would be made in light of the decision of the Supreme Court of Canadain R.
v. Collins, [1987] 1 S.C.R. 265. In light of various factors there outlined, the

ultimateissue for the Court in considering the admissibility of evidenceillegally or
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improperly obtained is whether its admission would be likely to bring the

administration of justice into disrepute.

[71] Consideringthiscaseinlight of thefactorsoutlinedin Collins, in my opinion,
even if the evidence for the tests could be said to be improperly obtained by
conversion of the defendants property without consent, a matter | dedine to
determine, Mr. Schmeiser hascivil remedies to address that issue. The evidence,
samples of Schmeiser’s 1997 and 1998 canola crops, is of conditions independent
from and existing beforethisaction wascommenced. Theevidenceisrelevant tothe
plaintiffs’ case. Itisnot othewise obtainable Itsintroductionisnot prejudicial to

the defendants’ case.

[72] Inmy opinion, the evidence of tests conducted on al of the samplestaken of
the 1997 and 1998 canda crops of the corporatedefendant isadmissible. Itisclearly
relevant to the issues. It was not obtained illegally. | conclude that its admission

would not bring the administration of justice into disrepute.

[73] The defendants urge that if admitted this evidence should be disregarded
because its reliability is questionable since the Court cannot be satisfied about the
integrity of the samples. Thetesting on the 1997 samplesby Mr. Mitchell issad to
be of limited value. Thereisno explanation of the discrepancy in size or the nature

of the original sample of pods delivered to Mr. Mitchell in September 1997 and the
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seeds, the balance of the 1997 sample, delivered by him to Dr. Downey for afurther
grow-out test in early 2000. The samplesfrom HFM provided tothe plaintiffs, and
by HFM’s successor, the Saskatchewan Wheat Pool, to Mr. Schmeiser and
Mr. Freisen, both of untreated seed as received from Mr. Schmeiser and of treated
seed before its return to him, were all said to be of cleaned canola seed.
Mr. Schmeiser’s evidence isthat he had delivered “bin run” seed from the old Ford
truck as it had been unloaded by Mr. Moritz when he harvested the 1997 crop of
field 2. Seed from cut plants swathed and then run through Schmeiser’s combine,

it isurged, would contain more chaff than seed that isidentified as “cleaned”.

[74] So far as the HFM samples are concerned, | accept the evidence of Mr.
Pattenfoot, former manager of HFM plant in Humboldt at the time Mr. Schmeiser
brought seed to be treated in the spring of 1998, and of Mr. Hoffman and Mr.
Murray, both of Saskatchewvan Wheat Pool, which took over operations of HFM in
1998. Collectively their evidenceisthat a“load sample” of the seed asdelivered at
HFM and a sampleof the treated seed before its delivery to Mr. Schmeiser was the
source of samples of each given to Monsanto in1998, to Mr. Schmeiser in 1999, and
later sent in 2000 to Mr. Freisen at the University of Manitoba on instructions from

Schmeiser’s counseal.

[75] Itisaso urged that the sampling procedures were not designed to support

scientific grow-out tests that could be accepted as indicating the extent of Roundup
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tolerant canolagrown by the defendantsin 1998, orin 1997. Moreover, thesampling
was done by Robinson’ sinvestigators with police backgrounds and experience, but
no reputed scientific qualifications, and the integrity of the samples, once collected,

was in some cases said to be questionable.

[76] Theseconcernsrequirethat the Court carefully weigh the evidence fromany
of the tests but, in my opinion, thereisnobasis, in this case, for disregarding all of
the evidence from various tests. Particularly is this so where the evidence of more
than one or two tests points to the same conclusions. | consider conclusions of fact
that, in my opinion, may be drawn from evidence of the various tests, when | come
to consider the issue of infringement, after considering argument concerning the
validity of the plaintiffs' patent and concerning the loss or waiver of the plaintiffs

rights.

Validity of the plaintiffs’ patent

[77] The defendants question the validity of the plaintiffs’ patent on the ground
that the subject matter of the patent is not patentable. Further, it is urged that the
enactment of the Plant Breeders’ Rights Act, S.C. 1990, ¢.20 (the“PBRA") isaclear
indication of Parliament’sintent “that intellectual property rights pertaining to new
plant varieties are to be governed by legidation other than the Patent Act and only
to the extent permitted under the former Act”. The PBRA preserves theright of a

farmer to save and reuse seed. Monsanto doesnot deny that it seeks protection under
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the Patent Act for itsintellectual property rights, to promoteitscommercid interests,
including itsinterest to preclude by licensing agreements the saving of seed for use

by farmers licensed to grow Roundup Ready canola.

[78] Finally, the defendants say that the gene Monsanto claims protection for has
been inserted in many different registered varieties of canolaand each canola plant
is potentially different from others. At least within a particular variety those plants
with the gene cannot be distinguished visually from those without, unless both are
sprayed with Roundup herbicide. Moreover, thereplication of the geneisnot caused
by human intervention but by natural meansand it cannot be contained or controlled.
For these reasons it isurged it is not the proper subject matter of a patent, and the

patent should be declared invalid.

[79] The defendants refer to the Patent Manual which describes Patent Office
practiceto regard as not patentabl e subject matter for aprocessfor producing anew
genetic strain or variety of plant or animal, or the production thereof...” (s.
12.03.01(a)). That samereferenceismade, in referring to the decision of the Patent
Office Examiner by Mr. Justice Lamer, as he then was, speaking for the Supreme
Court of Canadain Pioneer Hi-Bred v. Canada (Commissioner of Patents), [1989]
1S.C.R. 1623 at 1627. Itisnot astatement, under the section number referred to, in
the March 1998 Manual of Patent Office Practice. But evenif it wereincluded, that

Manual in its Foreword makes its purpose clear.
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This manual is to be considered solely as a guide and should not be quoted as an authority.
Authority must be found in the Patent Act, the Patent Rules, and in decisions of the Courts
interpreting them.

[80] ThePBRA wasintended to create a new form of intellectual property right in new
plant varieties, as defined, for registered plant breeders. These are more limited in scope
than the rights of a registered patent holder, but they apply to new registered varieties of
plantsresulting from breeding, evenif the result or the process giving rise to theresult is not
patentable. Nothinginthe PBRA precludesan inventor from seeking registration under the
Patent Act. 1n 1989 proceedings of the Parliamentary Committee considering Bill C-15

(which became the PBRA), the Minister of Agriculture of the day commented, inter alia,

...Bill C-15, will enable plant breedersto collect reasonableroyaltiesfor their varieties,
thus encouraging greater private and public-sector investment.

...Bill C-15... providesfor certain rightsfor plant breedersand outlinestheir application,
and further detailsrestrictions that will apply to these rights to better protect the public
interest. Thelegislation isdesigned to deal with the complexities of the issue and that
is why we have chosen this route rather than to amend the Patent Act.

...thisis not patent legislation. Thisis plant breeders’ rights... The patent legislation
will be more encompassing than what is outlined here...

[81] Inmy opinionthe PBRA was not intended to, and by itstermsit does not, preclude
registration under the Patent Act of inventionsthat relateto plants, and that may lead to new
varieties or characteristics of plants. The plaintiffs point to a similar issue raised under
United States' statutes of the same general nature which was resolved in an analogous

manner. The Court there concerned found no conflict in the application of the patent and
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plant breeders’ legidationinthat country. (See Pioneer Hi-Bred International Inc. V. J.E.M.

Ag Supply Inc. (2000), 53 USPQ (2d) 1440 (U.S.C.A., Fed.Crt.)).

[82] The fact that the plaintiffs may have inserted the patented gene in a number of
varietiesof canola, each of whichisdifferent from the others, in my opinion, doesnot render
the subject matter of the patent an improper subject for a patent. The patent is not granted
in relation to any claim for a particular variety of canola, or indeed for canola plants
exclusively. The subject matter is thus probably inappropriate, it seems to me, for

registration under the PBRA, but not inappropriate for registration under the Patent Act.

[83] Moreover, the fact that replication of the gene may occur in the natural course of
events, without human intervention after insertion of the geneinthe original plant cells, and
plants, produced for seed, and that this may result in differences between individual canola
plantsdoes not in itself preclude registration, under the Patent Act, of theinvention, that is,
creation of the gene and the process for inserting the gene. Not all progeny from pollen of
Roundup Ready plants will be Roundup tolerant if outcrossing with Roundup susceptible
plantsoccurs, but only use of those plants containing the gene can be subject to Monsanto’'s

claims as patent holder.

[84] Inthiscasethe Patent Officeissued apatent to Monsanto US as owner of the patent.

That patent is “valid in the absence of any evidence to the contrary” (the Act, s. 45).
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[85] The grant of the patent is consistent with the implications of the decision of
Mr. Justice Lamer, as he then was, for the Supreme Court of Canada in Pioneer Hi-Bred
(supra, para. 79). Inthat case he dismissed an appeal from adecision of the Federal Court
of Appeal that anew variety of soybean produced by cross-breeding (hybridization) was not
patentable under the Patent Act. He found that the description of the plant was insufficient
to qualify under tha Act. Inthe course of that decision he distinguished between a product
resulting from hybridization and a product resulting from aprocess for change in genetic
material caused by human intervention within agene. Asl read hisdecision Lamer J. was
careful to restrict his comments to the facts of the case, a product resulting from
hybridization. The processes of genetic engineering, properly described, were not excluded

from patent protection by implication of that decision.

[86] InPresident and Fellows of Harvard College V. Canada (Commissioner of Patents),
[1998] 3F.C. 510 (F.C.T.D.), Mr. Justice Nadon dismissed an appeal from adecision of the
Commissioner of Patents denying an application for apatent for a transgenic mouse, which
contained a gene artificially introduced into the chromosomes of the mammal at the
embryonic stage. That decision was reversed by amajority decision of the Court of Appeal
in President and Fellows of Harvard College V. Canada (Commissioner of Patents), [2000]
4F.C.528 (F.C.A.). Mr. Justice Rothstein for the majority of the Court found that the Patent
Act provides, in broad terms, arrangements intended to promote invention andits definition

of invention, by s. 2 of the Act, as
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...any new and useful art, process, machine, manufacture or composition
of matter, or any new and useful improvement in any art, process,
machine, manufacture or composition of matter,

is sufficiently broad to include the oncomouse here claimed as patentable. The Acz did not

exclude a patent, in an appropriate case, for a higher life form that was not human.

[87] The Harvard Mouse case is not of direct use in resolution of the matter before the
Court. There the issue concerned patentability under the Act of a mammal, a higher life
form, the oncomouse resulting from reproduction of mice, one of whom bears the gene
introduced by invention to affect its susceptibility to cancerous growth. No question was
raised at the tria level, or before the Court of Appeal, concerning the decision of the
Commissioner to allow the patent application in respect of ather claims advanced. Those
claims concerned a genetically engineered plasmid and transgenic unicellular material
produced under full control of the inventor and reproducible. The claims to these were
accepted by the Commissioner as concerning a“ manufacture” or a“ composition of matter”
withinthedefinition of “invention” under s. 2, and wereentitled to patent registration. Itwas
the claim to the mouse contai ning the genetically engineered material that the Commissioner

had rejected but the Court of Appeal allowed.

[88] Itisessentialy matters similar to those recognized by the patent granted originally
to the applicant for the patent of the mouse that arethe subjects of theclaims patented inthis
case. Here it is the gene and the process for its insertion which can be reproduced and

controlled by the inventor, and the cell derived from that process, that is the subject of the
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invention. Thedecision of the Trial Judge and of the Court of Appeal inthe Harvard Mouse

case implicitly support the grant of the patent to Monsanto.

[89] The patent granted inthis case would not appear to be revolutionary in recognizing,
by the Patent Office that certainlifeformsmay be patentable. (SeeRe Application of Abitibi
Co. (1982), 62 C.PR. (2d) 81 (Com’r Pat), which determined that a yeast culture used to
digest spent sulfiteliquor, awaste product of pulp mills, was patentabl e subject matter. See
also, Re Application for Patent of Connaught Laboratories (1982),82 C.P.R. (2d) 32 (Com'r

Pat), which found a new bovine cell line patentable).

[90] I sumup my conclusionsin regard tothe defendants arguments concerning validity
of the plaintiffs’ patent. | am not persuaded on any of the grounds urged that the patent in
issueisinvalid. Intheabsenceof evidenceor persuasive argument to the contrary, the patent
by virtue of s. 43 of the Patent Act isvalid and, as s. 45 provides, it “avails the grantee”,
Monsanto US, and itslicensee, Monsanto Canada, for theterm provided in the patert, inthis
case 17 yearsfrom the date the patent was granted, to February 23, 2010. By s. 42 of the Act
the patentee has*“the exclusiveright, privilegeand liberty of making, constructing and using

the invention and sdling it to othersto beused...” for theterm of the patert.

Loss or waiver of the plaintiffs’ patent rights

[91] For the defendants it is urged Monsanto has no property interest in its gene, only

intellectual property rights. While | acknowledge that the seed or plant containing the
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plaintiffs’ patented gene and cell may be owned in alegal sense by the farmer who has
acquired the seed or plant, that “owner’s’ interest in the seed or plant is subject to the
plaintiffs patent rights, including the exclusive right to use or sell itsgene or cell, and they

alone may license others to use the invention.

[92] Thusafarmer whosefield contains seed or plants originating from seed spilled into
them, or blown asseed, in swathsfrom aneighbour’ sland or even growing from germination
by pollen carried into hisfield from el sewhere by insects, birds, or by thewind, may own the
seed or plants on hisland even if he did not set about to plant them. He does not, however,
own the right to the use of the patented gene, or of the seed or plant containing the patented

gene or cell.

[93] | donot agreethat the situation iscomparableto the* stray bull” casesthat recognize
that the progeny of stray bulls impregnating cows of another belong to that other, and that
the owner of the straying bull may beliable in damages that may be caused to the owner of
the cows. Further, the circumgances here are not akin to those cases that the defendants
urge are part of the larger law of admixture, where property of A introduced by A without
B’s intervention to similar property of B from which it is indistinguishable, becomes the
property of B. Monsanto does have ownership in its patented gene and cell and pursuant to
the Act it has the exclusive use of its invention. That is an important factor which

distinguishes this case from the others on which the defendants rely.
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[94] Herethedefendantsurgethat having introduced itsinvention for unconfined release
into the environment without control over its dispersion, the plaintiffs, as inventor and
licensee havelost any claim to enforcement of their rightsto exclusive use. Itissaidfor the
defendantsthat M onsanto obtained regul atory goproval for the“unconfined release” intothe
environment of the patented gene pursuant to the Seeds Regulations, C.R.C. c. 1400.

Whether that is so is not significant in my view.

[95] Onthebasisof the evidence of picturesadduced by Mr. Schmeiser, of stray plants
and of plantsinfields,in Bruno and itsenvirons, it isurged that unconfined release and lack
of control of Monsanto over the replication of the plants containing their patented gene
clearly demonstrates extensive uncontrolled rel ease of the plaintiffs’ invention. Indeeditis
urged thisis so extensivethat the spread of theinvention cannot be controlled and M onsanto
cannot claim the exclusive right to possess and use the invention. It isfurther urged that it
was the plaintiffs' obligation to control its technology to ensure it did not spread and that

Monsanto has not attempted to do so.

[96] That assessment places much weight on photographs of stray plantsin Bruno, said
tohavesurvived spraying with Roundup, in addition to photographsof canolainfieldswhich
Is said to be of canda, some with the potential gene incorporated. With respect, the
conclusion the defendants urge would ignore the evidence of the licensing arrangements
devel oped by Monsantoin athorough and determined manner to limit the spread of thegene.

Those arrangements require agreement of growers not to sell the product derived from seed
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provided under aTUA except to authorized deal ers, not to giveit away and not to keep it for
their own use evenfor reseeding. Itignoresevidence of the plaintiffs effortsto monitor the
authorized growers, and any who might be considered to be growing the product without
authorization. Itignoresthedetermined efortsto sample and test the crops of the defendants
who were believed to be growing Roundup Ready canolawithout authorization. It ignores
also the evidence of Monsanto’ s efforts to remove plants from fields of other farmers who

complained of undesired spread of Roundup Ready canolato their fields

[97] Indeedtheweight of evidencein this casesupportsthe conclusion that the plaintiffs
undertook a variety of measures designed to control the unwanted spread of canola

containing their patented gene and cell.

[98] | amnot persuaded that theplaintiffshavelost theright to claim exclusiveuse of ther
invention, or that they have waved any such clam. There clearly is no expressed waiver,
and none can beimplied from the conduct of the plaintiffs sofar asthat isamatter of record

before the Court.

[99] Aagain,itisurged by defendantsin support of their submissions about waiver of the
plaintiffs’ rights that by proceeding to patent their invention and ignoring the processes
provided under the Plant Breeders’ Rights Act, which it is said “wasintended to delineate
therightsas betweenthose who devel opsuch technol ogy and thosewho useit”, the plaintiffs

have impliedly waived their right to claim exclusive use. | have already concluded that the
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Plant Breeders’ Rights Act does not preclude the patenting of an invention, relating to a

plant, that meets requirements under the Patent Act.

[100] In my opinion the conduct of the plantiffs does not support aconclusion that it has

lost or waived its exclusive rights arising by statute as aresult of the grant of its patent.

Infringement of the patent

[101] Theplaintiffsclamthat thedefendantsinfringed Monsanto’ s* 830 patent by growing,
in 1998, seed that Mr. Schmeiser knew was from his 1997 crop and was from plants that
were Roundup resistant. By so doing the defendants reproduced the patented gene and cells.

The canola crop so grown in 1998 was harvested and sad by the defendants.

[102] The evidence of Mr. Schmeiser is that seed for his 1998 crop was saved from seed
harvested in 1997 infield number 2 by his hired man Mr. Moritz. That seed was placed by
Mr. Moritz in the old Ford truck, then located in field number 2, directly from the combine
after it was harvested from the area of that field previously sprayed with Roundup by
Mr. Schmeiser. That “testing” by him resulted, by his estimate, supported by Mr. Moritz,
of about 60% of the sprayed canola plants surviving in the “good three acres’ that he
sprayed. The surviving plants were Roundup resistant and their seed constituted the source

of seed stored in the old Ford truck.
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[103] Knowledge of the nature of that seed by Moritz, the hired hand, isattributableto Mr.
Schmeiser and to the corporate defendant. Mr. Schmeiser must be presumed to know the
nature of the seed stored in the truck by Mr. Moritz who acted under Schmeiser’s generd

instructions in harvesting the crop.

[104] Inspring 1998 the seed fromthe old Ford truck wastreated by HFM, then mixed with
bin run seed and fertilizer and used to seed the whole of 1,030 acres of canola grown by

Schmeiser in nine fieldsin 1998.

[105] A variety of testswere conducted on samples of canolafrom the defendants field or
from beside those fields. The evidence of these tests of Mr. Schmeiser’s 1997 and 1998

canola crops may be summarized asfollows.

[106] The 1997 samples, taken by Mr. Derbyshire from road allowances bordering fields
number 2 and 5, were used for two grow-out tests, in 1997 at the University of Saskatchewan
for Mr. Mitchell, and in 2000 at the university for Dr. Downey. In both tests, with the
exception of one of six samples, of the seeds that germinated 100% of the plants survived

spraying with Roundup herbicide, i.e, they were Roundup tolerant.

[107] The HFM samplesof untreated and treated seed withheld from Mr. Schmeiser were

provided
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1) to Mr. Mitchell for Monsanto in 1998 and by him

a) were subject to a “quick test” which indicated to him that both
samples tested were positive for the presence of the patented gene;

b) were subject to a grow-out test by Prairie Plant Systems in January,
1999 with germinating seed sprayed with Roundup and 30 samples
of leaf tissue from surviving plants, tested by Monsanto US, proved
positive for the presence of the patented genein the DNA of the leaf
tissue; and

C) a subsamplewas sent to counsel for Schmeiser in April 1999 and by
him to Mr. Freisen at Winnipeg for a grow-out test, in which 95 to
98% of germinating plants survived spraying with Roundup;

2) to Mr. Schmeiser in July 1999 which he
a) used in part for a grow-out test in hisyard, results of which showed
63 to 65% germinating plants survived spraying with Roundup; and
b) forwarded to University of Manitobafor testing by Mr. Freisen who
recorded results generally similar to those of Mr. Schmeiser;

3) to Mr. Freisen directly from Saskatchewan Wheat Pool in April 2000 for
grow-out test from which avery high portion, 95-98%, of germinating seed
survived spraying with Roundup.

[108] The July 1998 leaf samples, by Mr. Shwydiuk, from the road allowance borders of
Schmeiser’ sninefields, were subject toa“quick test” by himwhichindicated positively that
the patented gene was present in all samples. The samples were sent to Monsanto US for
genetic testing, and ultimately they tested positive for the presence of the patented gere in

the DNA of the leg samples.
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[109] TheAugust 1998 samples collected under Court Order by Messrs. Todd and Vancha

were

1) one-half provided to Mr. Schmeiser in August 1998 and by him retained in

his home until July 1999 when

a) he used some seed for his own grow-out test from which less than
70% of germinating plants survived spraying with Roundup; and

b) in August 1999 he sent the balance to his counsel for onward
shipment to Mr. Freisen at Winnipeg, whose grow-out test from this
sample was consistent in results with those obtained by Mr.
Schmeiser himself.

2) the second half of the sample for Monsanto was divided and

a) one-half of it was sent to Mr. Mitchell and by him to Monsanto US
where a grow-out test resulted in seed from 17 of 27 samples
germinating; subsequent testing of samples from these plants by two
separate and sophisticated tests demonstrated the presence of the
patented gene in the DNA of the plants surviving; and

b) the second half of the Monsanto sample was sent to Mr. Mitchell in
January 1999 and by himto Prarie Plant Systemsfor agrow-out test,
spraying with Roundup the plants that germinated, and taking leaf
samples of the surviving plants, which samples, when forwarded to
Monsanto US for testing, demonstrated the presence of the patented
genein the DNA of the leaf samples.

[110] Thegrow-out testsconducted for Monsanto at the University of Saskatchewan onthe
1997 crop samplesin thefall of 1997 and in early 2000, and the tests on the HFM samples

at Prairie Plant Systems in January 1999, and Mr. Freisen’ s tests for the defendants at the
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University of Manitobaon samplesforwarded by Mr. Mitchell and by Saskatchewan Wheat
Pool, all indicated, after the plantswhich germinated weresprayed with Roundup, asurvival
rate that is consistent with the presence of the glyphosate-tolerant gene, patented by
Monsanto, present in the surviving plants. Only the grow-out test in July of 1999 by Mr.
Schmeiser in his yard, using seed from the August 1998 samples which he had stored at
home for nearly ayear and seed he obtained in 1999 from HFM, and the grow-out test on
these sampl es passed onby Mr. Schmeiser to Mr. Freisen, yielded resultsthat did not support

aconclusion that the samples were of glyphosate-tolerant, i.e. Roundup tolerant, canola.

[111] More significant are the results of genetic testing by staff of Monsanto US at
St. Louis. Two tests were upon plant and leaf tissue from seed samples resulting from the
August 1998 Court Order, another upon leaf tissue provided from the samplestaken by Mr.
Shwydiuk in July 1998 along the rights of way bordering Schmeiser’ s ninefields of canola,
and another upon leaf tissue sent from surviving plantsin 1999 following the grow-out test
at Prairie Plant Systems. All these tests demonstrated the presence of the patented gene

withinthe DNA of theplant material tested and its presenceinthe cells of that plant material.

[112] It isthe opinion of Dr. Downey given at trial that the high rate of survival, after
spraying with Roundup, of plants that had gemminated in the grow-out test in 2000 of 1997
samples, was consistent only with the presence in field number 2 of canola grown from
commercia Roundup tolerant seed, particularly in view of the concentration of Roundup

tolerant canola observed by Mr. Schmeiser in that field.
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[113] Also significant, in my opinion, is the report of Ms. Doris Dixon, who was
responsiblefor the thorough testing conducted by Monsanto US at St. Louis. Based on the
four tests there conducted, on her understanding of the patent and her assumption that the
seed and leaf samplestested were from canola crops growing on lands farmed or adjacent
to landsfarmed by the defendants, it is her opinion that the defendants’ samples contain the
DNA sequencesdaimed inclaims 1, 2, 5, and 6 of the patent and the plant cdl claimed in

claims 22, 23, 27, 28 and 45 of the patent.

[114] That opinion isnot conteded. Despite quedions raised about particular aspects of
the sampling and the handling of samples of the defendants' 1998 canola crop, subject to
consideration of any defence raised, the balance of probabilities supports a conclusion that
the growing and sale of Roundup tolerant canola by the defendants infringed the exclusive
rights of the plaintiffs to use the patented gene and cell. | reach that tentative conclusion
having also concluded on a balance of probabilities that the samples taken from the borders
of nine fields in July 1998 and three samples taken at random from within each field in
August 1998 are representative of the entire crop, bearing in mind that al of the ninefields
were planted with seed that was saved in 1997 in field number 2, which seed was known to

be Roundup tolerart.

[115] I turnto submissions of the defendantsinreply to the claim for infringement. First,

the defendants urgethat there was no intention to infringe the patent. However, it is well
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settled that infringement isany act which interfereswith thefull enjoyment of the monopoly
rights of the patentee as Mr. Justice Rothstein notesin Lishman V. Erom Roche Inc. (1996),
68C.P.R.(3d) 72at 77 (F.C.T.D.). Further, intentionisimmaterial, for “infringement occurs
when the essence of an inventionistaken”, regardless of theintention of theinfringer. (See

Computalog Ltd. v. Comtech Logging Ltd. (1992), 44 C.P.R. (3d) 77 a 88 (F.C.A.).)

[116] In the course of their defence, it was urged by defendants that the source of
contamination by Roundup resistant canola of their 1996 crop, from which seed was saved

for 1997, was uncertain. Indeed so was the source of contamination in the 1997 crop.

[117] A variety of possible sourcesweresuggested, including crossfield breeding by wind
or insects, seed blown from passing trucks, or dropping from farm equipment, or swaths
blown from neighbours fields. All of these sources, it is urged, could be potential
contributors to cross-breeding of Schmeiser’sown canolaor to deposit of seedson hisland
without his consent. Mr. Borstmayer, who farmed on the same grid road but further north
from Bruno than Mr. Schmeiser’ sfieldsnumbers1, 2, 3 and 4, testified that in the winter of
1996-97 abag of Roundup Ready canola seed had fallen from histruck in Bruno and broken
open, and some seed was lost before he put the broken bag back on his truck to be hauled
past Schmeiser’sfieldsto hisown. Further, after harvesting his 1997 crop he trudked it to
the elevator on the grid road to Bruno, past Schmeiser’ sfields, with at least two loadsin an

old truck with aloose tarp. He believes that on those journeys he lost some seed.
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[118] It may be that some Roundup Ready seed was carried to Mr. Schmeiser’s field
without hisknowledge. Some such seed might have survived the winter to germinatein the
spring of 1998. However, | am persuaded by evidence of Dr. Keith Downey, an expert
witness appearing for the plaintiffs, that none of the suggested sources could reasonably
explain the concentration or extent of Roundup Ready canola of a commercial quality
evident from the results of tests on Schmeiser’s crop. His view was supported in part by
evidence of Dr. Barry Hertz, a mechanicd engineer, whose evidence sciertifically
demonstrated the limited distance that canola seed blown from trucksin the road way cauld
be expected to spread. | am persuaded on the basis of Dr. Downey’s evidence that on a
balance of probabilities none of the suggested possible sources of contamination of
Schmeiser’ s crop was the basisfor the substantial level of Roundup Ready canola growing

infield number 2 in 1997.

[119] Yetthesourceof the Roundup resistant canolain the defendants’ 1997 cropisreally
not significant for the resolution of theissue of infringement which relatesto the 1998 crop.
Itisclear from Mr. Schmeiser himself that he retained seed grown in 1996 in field number
1 to be his seed for the 1997 crop. In 1997 he was aware that the crop in field number 2
showed a very high level of tolerance to Roundup herbicide and seed from that field was

harvested, and retained for seed for 1998.

[120] | find that in 1998 Mr. Schmeiser planted canola seed saved from his 1997 crop in

hisfield number 2 which seed he knew or ought to have known was Roundup tolerant, and
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that seed was the primary source for seeding and for the defendants’ cropsinall ninefields

of canolain 1998.

[121] The principal defence raised by the defendants is that they did not use the patent
because they did not spray their 1998 canola crop with Roundup after it had commenced
growing. Thusthey say they did not make use of the invention as the inventor intended and

so, did not use the patented gene or cell.

[122] It isaccepted, asthe defendants urge, that the claims of a patent are to be construed
purposefully. That does not mean that the utility of a patent defines or confinesits purpose
or itspossible uses. It isthe taking of the essence of the invention without leave or licence
of the owner that constitutes infringement. Here the essence of the claims at issue in this
case concernsthe patented geneinvented by Monsanto and the patented plant cellsin which
the gene may be found. The claims make no specific direction for or reliance upon the use,
after germination of the plant contai ning the patented gene, of Roundup or other glyphosae
herbicideasapart of theinvention. Theinvention doesimprove glyphosateresistance of the
plant that includes the patented gene and the cell, but that characteristic is unaffected by use
or lack of useof glyphosate herbicides upon the plant once the seed germinates and the plant

begins to grow.

[123] Here the defendants grew canolain 1998 in nine fields, from seed saved from their

1997 crop, which seed Mr. Schmeiser knew or can be taken to have known was Roundup
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tolerant. That seed was grown and ultimately the crop was harvested and sold. In my
opinion, whether or not that crop was sorayed with Roundup during itsgrowing periodisnot
important. Growth of the seed, reproducing the patented gene and cell, and sale of the
harvested crop constitutes taking the essence of the plaintiffs' invention, using it, without

permission. In so doing the defendants infringed upon the patent interests of theplaintiffs.

[124] For the defendantsitisurged that afinding of infringement will adversely affect the
longstanding right of afarmer to save his own seed for use for another crop. In particularit
is urged that those who do not purchase Roundup Ready canola seed but find the plant
invading their land would be precluded from saving their own seed for use another year since
their crop may be contaminated without action by thefarmer on whoseland plantscontaining

the patented gene are found.

[125] That clearly isnot Mr. Schmeiser’s casein relation to his 1998 crop. | have found
that he seeded that crop from seed saved in 1997 which he knew or ought to have known was
Roundup tolerant, and samples of plantsfrom that seed were found to contain theplaintiffs
patented claimsfor genes and cells. Hisinfringement arises not simply from occasional or
limited contamination of his Roundup susceptible canola by plants that are Roundup
resistant. He planted his crop for 1998 with seed that he knew or ought to have known was

Roundup tolerant.
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[126] Other farmers who found volunteer Roundup tolerant plantsin their fields, two of
whom testified at trial, called Monsanto and the undesired plants were thereafter removed

by Monsanto at its expense.

[127] Intheresult, | find on abalance of probabilities, and taking into account the evidence
of Ms. Dixon about the results of genetic testing of the samples of the defendants’ 1998
canolacrop, that by growing seed known to be Roundup tolerant and selling the harvested
seed, the defendants made use of the invention without permission of the plaintiffs and
infringed claims 1, 2, 5 and 6 of the patent, respecting the plant geneand claims 22, 23, 27,

28 and 45 respecting the plant cells daimed under the patent.

Remedies for infringement

[128] The plaintiffs claim the following relief for the infringement by the defendants: an
injunction; delivery up of any canola remaining from Schmeiser’s 1998 crop; profits of
$105,000.00 for Monsanto US; damages of $15,450.00 for Monsanto Canada; exemplary

damages of $25,000.00 and pre-judgment and post-judgment interest.

A declaration of validity of the patent

[129] In the plaintiffs closing submissions it is also requested that to the extent the
Statement of Defence can be construed to raise an attack on the validity of the patent, the
Court should by declaraion affirm the validity of the claimsin issue. The usual bases for

aleging invalidity are not raised in this case. Nevetheless, insofa as the defendants



Page: 55

challenge validity of the patent, the Court is prepared to issue such a declaration without

foreclosing any possible claim on grounds not here considered, that the patent isinvalid.

An injunction

[130] Whilediscretion to grant an injunction restraining further use or sale of the subject
matter of the patent is expressly vested in the Court under s. 57 of the Act, the defendants
here submit such relief, if it be to restrain the growing of Roundup Ready canola, would be

impossible to comply with in light of the uncontrollable spread of the patented gene.

[131] Inmy opinion, the plaintiffsareentitled to aninjunction restraining action of thesort
here found to constitute infringement. With this judgment the Court orders that pending
settlement of thetermsof judgment concerning an appropriateinjunction, the defendantsare
enjoined from planting seed retained from their 1997 or 1998 canolacrops, or any seed saved
from plantswhich are known or ought to be known to be Roundup tolerant, and from selling
or otherwise depriving the plaintiffs of their exclusive right to use plants which the

defendantsknow or ought to know are Roundup tol erant, or using the seedsfrom such plants.

An Ovrder for delivery up

[132] Theplaintiffsare also entitled to an order for delivery up of any plants or seedsfrom
the 1997 and 1998 crops, or other plants or seeds known, or which ought to be known, by

the defendants to be Roundup tolerart.
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Damages or an accounting of profits

[133] Together the plaintiffs by their Amended Statement of Claim seek relief intheform
of general damages or an accounting of profits as they may eled after discovery in a
reference. Intheir opening statement at trial they ask for damages of $15.00 per acrefor the
1998 canola crops containing the patented gene grown by the defendants, or in the
aternative, the defendants’ profits. Inclosing argument at trial counsel requested relief for
Monsanto US in the form of profits earned by defendants fromtheir 1998 canolacrop, said
by plaintiffs to be $105,000.00, and for Monsanto Canada general damages in the amount
of $15,450.00, equivalent to $15.00 per acrefor the defendants’ 1998 canola crop, the price
in that year for use of the patented technology under a TUA. If both are not possible the

plaintiffs together claim, in the alternative, profits of $105,000.00

[134] | am not persuaded that the two plaintiffs may, at a very late stage in this dispute,
each seek adifferent remedy. Evenifit were permitted | am not persuaded, and thereisno
basis for determining, that the two remed es should be available in the circumstances here
independently of one another simply because there are two plaintiffs. In my view asingle
plaintiff could not reasonably claim both. Moreover, if both remedies were to beavailable
any recovery by one plaintiff by way of damages, in my opinion as a matter of impression
without argument, would have to be deducted from defendants’ profits, if plantiffs clams

were to avoid double-counting and unjust enrichment to the plantiffs collectivdy. These
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issues have not been argued, and | decline to award both forms of monetary relief to the

respective clamants.

[135] For the defendantsit is urged there were no measurall e profits earned from sale of
the 1998 crop evenif it did include the plaintiffs' patented gene. The argument is based on
the assumption that the defendants would have earned the same profits on sale of a canola
crop that did not contain the gene. That isno answer to theissue of profits from sale of the
crop which | have found contained the plaintiffs’ patented gene and cells. It is the profit
from sale of that crop that plaintiffs may claim, not the difference between sale of that crop

and sale of an alternative crop that was not grown.

[136] Anaccounting of profitsisan equitable remedy, the purpose of which isto preclude
unjust enrichment of onewho, without leave or licence, uses property of another for hisown
benefit. It is aremedy the Court may order pursuant to s-s. 57(1) of the Act, within the

Court’ s discretion.

[137] Inthiscasel declineto exercisemy discretionto order anaccounting of profitsinthe
amount requested by the plaintiffs. That amount, $105,000.00 was derived in cross-
examination of Donald R. Kunaman, the accountant for Schmeiser Enterprises, based upon
a calculation he did at Mr. Schmeiser’s direction to derive a statement of 1998 canola
production and costs of production. His review was based upon discussion with

Mr. Schmeiser of revenues and costs of production to be allocated to the 1998 canola crop.



Page: 58

Whileitisnot afigure disputed at trial by the defendants and it is accepted by the plaintiffs
as quantifying the defendants’ profits | am not satisfied that it is a figure that the Court
should accept as one based on appropriate allocations of allowable fixed and variablecosts
properly attributable to the 1998 canola crop. In my opinion it includes no allowance for
costs of labour of Mr. Schmeiser who was not paid salary for his work in farming, though
he may have been paid dividendsif there were earningsfrom thefarm operation. Clearly he

worked at farming and his labour should be recognized in accounting of profits.

[138] Appropriateallocationscan only be settled after areference concerning profits. The
accounting requires alocations of income and expenses, ordinarily charged to the

corporation’ sannual operations, to the crop year which varies from the corporation’ s year.

[139] A reference can be a time-consuming, difficult, costly process. Assuming the
$105,000.00 figure is acceptable to the plaintiffs is about the maximum profit that might
ultimately be ordered paid, a reference of the matter could result in legal and accounting
costsbeyond that figure, unless counsel could agree on afigure acceptabl e to both parties as

representing theprofits earned by the defendants

[140] | am prepared toorder that the plaintiffstogether are entitled to profits earned by the
defendantsin an amount that counsel for the parties may agree upon within 21 days of the
filing of these Reasons. Failing agreement on the quantum of profitsjudgment will provide

for general damagesin an amount of $15,450.00 plusan amount of damages, if any, that may
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be established by Monsanto US aslossto it arising from the defendants’ infringement of its
patent. That amount, not yet determined, would be assessed on the basis of written
submissions, or, if either party requestsit, by oral submissions, to be heard by telephone or
by personal appeaance. If the paties do not agree on a quantum of prdfits, written
submissions on general damages claimed by Monsanto US shall be filed within 30 days of
thefiling of these Reasons and any response by the defendants shall be filed within ten days
of service of plaintiffs’ submissions. If either counsel desiresthat damages be dealt with by
oral submissions he shall arrange with the Court Registry, within 40 days of filing of these

Reasons, for a tdephone conference to confirm arrangements for that.

Exemplary damages

[141] The plaintiffs also claim exemplary damages. In my opinion thisis not a case for
exemplary damages. Neither the corporate defendant nor Mr. Schmeiser acted in a manner
that would warrant punishment or that woud deserve condemnation by the Court. Only
conduct of that order would warrant exemplary damages. (Lubrizol Corp. V. Imperial Oil

Ltd. (1996), 67 C.PR. (3d) 1 at 18 (F.C.A.)).

Interest

[142] Theplaintiffsare entitled to pre-judgment interest on profits as may be agreed upon
or on damages that may be awarded, in accord with s-s. 36(1) of the Federal Court Act,
R.S.C. 1985, c.F-7 asamended and the Pre-judgment Interest Act, S. Sask., 1984-85-86, c.

P-22.2, from the date of commencement of the action, August 6, 1998, to the date that



Page: 60

judgment is filed herein. Post-judgment interest shall be in accord with s-s. 37(1) of the

Federal Court Act.

Personal liability of Mr. Schmeiser

[143] WhileMr. Schmeiser isadefendant in thisaction it is urged for the defendants that
since the farming operations were legally those of the corporate defendart, it alone should
beliablein any relief awarded and Mr. Schmeiser should not be personally liable. For the
plaintiffsit isurged that paymentsfor the canolafromthe 1998 crop were madeto and inthe
name of Percy Schmeiser, not to the company. Further, the plaintiffsrely upon authorities
which deal withtheissue of the personal liability of adirector for infringing actsdoneinthe

name of a corporation.

[144] My reading of those casesisthat it isexceptional when adirector isheld personally
liable, at least in damages or monetary awards in these circumstances. In Mentmore
Manufacturing Co. Ltd. et al. V. National Merchandise Manufacturing Co. Inc. et al. (1978),
40 C.P.R. (2d) 164 at 169-174, Le Dain J.A. for the Court of Apped, upheld a decision to
assign no personal liability to a director whose conduct could not reasonably be said to be
outside the normal relationship of thedirector to his company, and otherwise so delibeaate
as to cause, or entirely indifferent to the risk of, infringement. In Lishman (supra,

para. 115), Mr. Justice Rothstein, then of this Court, held adirector personally liable where
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his conduct exhibited dishonesty and an atempt to strip the corporate party of assets that

might otherwise satisfy any judgment that might be rendered.

[145] | am not persuaded that Mr. Schmeiser’s conduct, though deliberate and however
uncooperative it appeared to the plaintiffs, was such that personal liability in regard to
damages or interest is here warranted. Of course any claim to profits could only be in
relation to the corporate defendant. As for the other orders here authorized, i.e. the
injunction, the order for ddivery up, should be directed to both defendants. Mr. Schmeiser
Is the directing mind and the active director of Schmeiser Enterprises. He may be made
responsiblefor carrying out those orders. Judgment for damages or recovery of profitswill

be awarded against Schmeiser Enterprises only.

Conclusions

[146] | find on a balance of probabilities that the growing by the defendants in 1998 of
canola on nine fields, from seed saved in 1997 which was known or ought to have been
known by them to be Roundup tolerant, and the harvesting and sde of that canola crop,
infringed upon the plaintiffs’ exclusive rights under Canadian patent number 1, 313, 830 in

particular clams 1, 2, 5, 6, 22, 23, 27, 28 and 45 of the paent.

[147] Theplaintiffs actionforinfringementisallowed and will be confirmed by Judgment
to be filed after opportunity for counsel to consult, and, if appropriate to make further

submissions about the terms of Judgment to give effect tothese Reasons and, in particular,
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to the relief which these Reasons provide are to be ordered to protect the plaintiffs’ patent

interests and to compensate them for the defendants infringement of those interests.

[148] Both partiesrequest the opportunity to make submissionson costs. Theplaintiffsare
entitled to costs, but the Court will consider any submissions on costs, by either party, with

or following submissons to be made on theterms of Judgment.

[149] Counsel for the plaintiffsisdirected to prepare adraft judgment, to be supplemented
later if necessary with additional termsto be settled, and to circulatethe draft(s) to counsel
for defendantsfor comment, within 31 days of the filing of these Reasons. If the terms so
proposed are not agreed upon by the defendants, the Court would consider written

submissions or would hear counsel, if necessary by telgohone, on the terms of Judgment.

(signed) W. Andrew MacKay

JUDGE

OTTAWA, Ontario
March 29, 2001



