Federa Court PEn Cour fédérae

Date: 20100603
Docket: T-1236-01

Citation: 2010 FC 602

BETWEEN:

WEATHERFORD CANADA LTD.,
WEATHERFORD CANADA PARTNERSHIP,
EDWARD GRENKE AND GRENCO INDUSTRIESLTD.

Plaintiffs
(Defendants by Counterclaim)

and

CORLAC INC., NATIONAL-OILWELL CANADA LTD.
AND NATIONAL OILWELL INCORPORATED

Defendants
(Plaintiffs by Counterclaim)

REASONS FOR JUDGMENT




VI.

VII.

Page: 2

INDEX
Para
INEFOTUCTION ...ttt 1
TREPAIMIES......cocoieee e 9
P AINETTS ... 9
DEFENUANLS ..o 15
TREACHONS ...ttt 18
TREPEIENL ...t 26
PlaintiffS EXPErt WILNESSES.......cccceeirereeeesieeeses s see s sesenessnsas 34
Cam MEIENEWS.........ceeecicier e 35
s U S (0074 = 36
Dr. RIChard SEAl@NL ........coeiereiireeceree s 37
PlaintiffS FaCt WILNESSES ..ot 41
EQWAID GIenKe........ooveeeeeeeecceceer st 42
WEHEY GIENKE......c.oeeererereeeeieiee sttt 45
JONN ADOUSSEY ...t 46
ROIGNA MONELAL. ...t 47
SCOE DUAIEY.......ceiiirr e 48
DefendantS EXPEt WITNESSES........cocovrirererieieieeeeesesesese e 49
AlTEN NEISON ..o 50

GEIAIA IMUITEL ..o et e e e et e e e eee e s et e e eeaeeeareeeeareeeaeeesarenenans 51



VIII.

IX.

X.

XI.

Page: 3

DefendantS Fact WITNESSES........ccooiricieicieeeesesese e 54
ATEBIITION ... 55
BTy GEOIGE....c.eceeeereeieerie ettt 58
BN KTUCTK ...t 59
SNANE FAIT ... 60
RONAIA JONNSON........ciiiieririeetcieicee e 61
KU URFICH . 62
ANAreEaS REINCKE..........coiire e 63
MIChBE ENGEIEN ... 64
ROY MANICKE........oiiieir e 65
Y=o 0= W 0 =TSR 66
Brian DEr@WYNKAL.......ccoeririeiririeeresie et 67

The Factual Background............cooeeinnneerereesesie e 68

[SSUBS....coiittiit s 114
Construction of '937 Patent ClaIMS .........coovieereieenrrreeeeee e 116
ClLAIM L.t 123

(1) Seal Catridge....cccoeveeierieeer e 128
(2) DYNamMIC SEA ......ccoeeeecteeee et 138
CLAIMS 2-5...c et 148
ClAIM B ...ttt 149
ClaMS 9-12.....oiirirs bbbttt 156



XII.

XII.

XIV.

C.

Page: 4

Infringement by the Defendants............ccoovorreennneinnerrree s 166
INFrNGEMENT ANBIYSIS ..o 168
ClAIM L.t 182
CIAIM Bt 184
ClamMS 9 aNd 11 ... 186
ClAMS 14-16......cieeeieeeeeee ettt bbbt 192
L@ = 1 0 I SOOI 199
INfringement CONCIUSIONS ..o s 200
LiGDIITY ISSUBS.....c.oiieeeeerte ettt 205
Limitation PErOOS ......cccovriiieeeeeeicceeeereseseses e 221
Entitlement to Action and REMEJIES...........coecueiiinininrr e 225
Inventorship of the '937 Patent...........ccooeeerreienreerreeser s 235
EQWAId GIenKe........coooeeeeeeieecccceeese et 244
ANAIrEas REINCKE. ...t 255
MiIChaEl ENGEIEN ... 256
AT BIITEON ..ottt 261
WEIEY TOITS ..t 273
Validity of the'937 Patent..........ccccvveeieececscese e 282
Disclosure more than One Y ear prior to the Filing Date...........cccceevvvveeneee. 283
Disclosure to AmOCo/Pan Canadian ............cceeeeeeereenenneneseseecieie s 290
Obviousness by Reason of Prior DiSCIOSUre...........cccevcveeveecesesceeceeeesenns 319

MisrepresentationsgMideading Statements.........ccoceceveveeveseececeece e 323



Page: 5

Other Alleged MISIrepreSENtatioNS .........cocceeererierereseeiererieesesis s sesessesesens 340
ADANAONMENT ... 342
AMDIGUOUS TEIMS .....cvuiiririeieriee sttt es 354
XV. E. Rectification of the Patent OffiCe........coeirrrrinreerrreerreesess e 356
XVI. F.  Infringement by the PlaintiffS.........cccoriiiniiineree e 358
XVII. G.  LiCENCE AQrEEMENTS.....ceiueierieierisiriee sttt 360
XVIII. (070 070! 11T o 1S TRSTR 378
PHELAN J.
INTRODUCTION

[1] These are the reasons for judgment in an action and counterclaim in respect to Canadian
Patent No. 2,095,937 (the '937 Patent) owned by Edward Grenke (Grenke) and licensed to GrenCo
Industries Ltd. (GrenCo) which sublicensed the patent rights to Weatherford PC Pump Ltd. and

subsequently Weatherford Canada Inc. and Weatherford Canada Partnership.

[2] The '937 Patent claims a seal assembly combination designed to fix a problem of leaking
stuffing boxes on rotary progressive cavity pumps (PCPump) that troubled al the heavy ail
producers since the early 1980s. An example of arotary PCPump with the stuffing box is shown

below:
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[3] There are two partsto a PCPump — arotor and astator. Therotor is a steel member that is
machined in the form of asingle helix. The stator is a steel tube with rubber elastomer bonded to the
steel tube and it has a core that is formed in the shape of a double helix. The rotor rotates inside the
stator. The single helix rotor and the double helix stator form cavities. Asthe rotor turns, the cavities

progress from bottom to top drawing the liquid to the top —in this case the liquid is ail.

[4] At the top end, surrounding the shaft which turnsthe rotor, is a stuffing box which is

designed to prevent the oil escaping by the shaft. The material inside the stuffing box designed to
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prevent oil escaping would wear causing oil leakage, unplanned maintenance and repair — the cause

of considerable concern amongst heavy oil producers.

[5] Thislitigation centred on the claim that the Defendants had been infringing, since at least
1999, the '937 Patent in the manufacture and sale of their drive systemsfor rotary oil well pumps.
The Defendants, aside from denying the alegations and attacking the Patent, al so counterclaimed
againgt the Plaintiffs, claiming that they, the Defendants, were the owners by assignment/licence of

the '937 Patent and that the Plaintiffs had in fact infringed their patent rights.

[6] The two actions were tried together as one, such that the evidence and submissionsin one

were aso the evidence and submissions in the other.

[7] This matter was subject to a bifurcation order under which damages would betried

separately from the issue of liability.

[8] Thislitigation involved numerous and complex technica and legal issues, however, at its
root was an assessment of credibility in respect of inventorship and a consideration of the behaviour
of the key actorsin this case. While the Court had the opportunity to observe the principal

witnesses, the credibility assessment was made more difficult because of the passage of time and the

absence of notes and other documents to assist in setting matters in context.
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. THE PARTIES

Plaintiffs

[9] Edward Grenke isamachinist by trade living in the Edmonton area, the controlling
shareholder of GrenCo and the claimed inventor and owner of the '937 Patent which was filed

May 11, 1993 and issued December 22, 1998.

[10] GrenCoisan Alberta corporation with its head office in Edmonton. The company had, from
the 1980sto 1991, worked on plunger pump stuffing box applications and metal heat treating and
related work. 1n 1990 it became a distributor of equipment seals for the German company Martin
Merkel GmbH (Merkel) in Western Canada, mainly to the oil and gas and pulp and paper industries.

It ultimately became the patent licensee of the '937 Patent.

[11] ThePaintiff, Weatherford Canada Ltd. (corporate number 2010240824) (Weatherford
Canada) is an Alberta corporation with ahead office in Cagary, Alberta. It claimed as a person
claiming under the patentee, being the amalgamation successor to Weatherford PC Pump Ltd. who

was the sole sub-licensee from GrenCo from February 11, 2000 until February 1, 2001.

[12]  The Paintiff, Weatherford Canada Partnership (Weatherford Partnership), clamsasa
person claiming under the patentee, the sole sub-licensee of GrenCo from February 1, 2001 to the

present.
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[13] Weatherford Canadais the successor through multiple amalgamations commencing with
Highland Corod Inc., acompany at which akey figurein thislitigation, Art Britton, worked
commencing in October 1995. Weatherford Partnership was formed through the transfer of assets
from Weatherford Artificia Lift Systems Canada Ltd. (a successor of Weatherford PC Pump Ltd.,

the first licensee from GrenCo) and from a predecessor corporation of Weatherford Canada.

[14] The various corporate reorganizations are not challenged here but the state of the licences
from GrenCo is. For ease of reference, the term “Weatherford Plaintiffs’ refersto either or both of
Weatherford Canada and Weatherford Partnership (as the case may be), aswell as their

predecessors, unless otherwise stipulated or apparent from the context.

Defendants

[15] The Defendant Corlac Inc. (Corlac) is an Alberta corporation with aregistered head officein
Lloydmingter. Corlac Inc. (Corlac) was the parent company of Corlac Equipment Ltd. (Corlac
Equipment) which manufactured and assembled equipment for oil producers. Prior to the purchase
of Corlac Equipment by Nationa-Oilwell Canada Ltd. (NOC), Corlac owned all the shares of
Corlac Equipment. Corlac Equipment was responsible for the manufacture and sale of drive heads

and stuffing boxes.

[16] NOC isan Albertacorporation, with its registered officein Calgary, Alberta. It purchased

the shares of Corlac Equipment from Corlac on November 20, 2003 and on January 1, 2004, NOC
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amalgamated with Corlac Equipment. NOC reportsits financia information as part of the financial

filings of National Oilwell Varco Inc.

[17] The Defendant Nationa Oilwell Incorporated is now known as National Oilwell Varco Inc.

(NOI, NOV respectively). NOV is a corporation established under the laws of Delaware with a head

officein Houston, Texas and is the ultimate parent of NOC.

1. THE ACTIONS

[18] Between thetime of initiation by the Plaintiffs of this action for infringement and the trial,
the pleadings were subject to a number of amendments, reiterations and validations. In the action by
the Plaintiffs, they seek adeclaration that the '937 Patent, and in particular clams 1, 2, 3and 6 to 17
inclusive, are vaid and have been infringed by the Defendants. They also seek relief in the nature of
an injunction, destruction of infringed materials and damages or accounting, including exemplary
punitive and aggravated damages along with pre-judgment and post-judgment interest. In essence,
the Plaintiffs claim that the Defendants manufactured and sold drive systems for rotary oil well
pumps including an assembly for restraining oil leakage, all of which infringesthe claimsin the '937
Patent as stated above. The Plaintiffs also claim that the Defendants have induced and procured

othersincluding their customersto infringe the '937 Patent.

[19] ThePaintiffsalso claim that the sealing devices were made and sold through NOC's
predecessor Corlac Equipment and that NOI (now NOV) isadirecting mind behind the infringing

activities of NOC and is therefore liable for such activities.
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[20] ThePaintiffsassert, in addition, that Corlac and Corlac Equipment each infringed the '937
Patent in the same manner and that Corlac was a directing mind behind the infringing activities of
Corlac Equipment and Corlac Industries (1998) Ltd. and istherefore liable for those activities. NOI
is aleged to have purchased or orchestrated and directed the purchase of Corlac Equipment

knowing of the ongoing infringing activities of the Corlac companies.

[21] The Defendants basic defenceisthat Grenke was not entitled to the '937 Patent, in that he
was not an inventor thereof, and therefore the Weatherford Plaintiffs have no valid rights under the
'037 Patent. In respect of infringement, the Defendants claim the usual broad denials of invalidity
and infringement and further challenge the claim for damages on, inter alia, the remoteness of

damage and the absence of profit.

[22] The Defendants further claim that the '937 Patent isinvalid because the subject matter of the
patent was disclosed more than one year prior to the filing date, because Grenke was not the true
inventor and because the patent was void by virtue of untrue material allegationsin the patent
petition which named Grenke and Walter Torfs as inventor. The Defendants claimed the true
inventor to be Art Britton and/or Walter Torfs or, alternatively, a number of other named

individuals.

[23] The Defendants further claim invalidity on the basis of untrue material misstatements by

Grenke in the 1994 amendments to the petition which had the effect of removing Walter Torfsas an



Page: 12

inventor from the patent petition. The Defendants also claim invalidity on the basis of abandonment
by virtue of failureto deal in good faith with the Patent Office, that the asserted claims of the '937

Patent are obscure and ambiguous and the patent is broader in scope than the alleged invention.

[24] The Defendants then counterclaim for a declaration that the '937 Patent isinvalid and
aternatively, if the patent isvalid, NOC claimed for an order pursuant to section 52 of the Patent
Act that the entry and the records of the Canadian Patent Office relating to thetitle of '937 Patent be
expunged and that the title be varied to name Art Britton as the true inventor and National-Oilwell

Canada Ltd. asthe owner.

[25] The Defendants, Plaintiffs by Counterclaim, also sought a declaration that the patent, and in
particular claims 1, 2, 3 and 6-17, have been infringed by the Plaintiffs Grenke, GrenCo and the
Weatherford Plaintiffs. The Defendants also seek the usua ordersin the nature of injunction,

ddlivery up, damages and disgorgement of profit.

V.  THEPATENT

[26] The'937 Patent was designed to address a problem common in the heavy oil industry in
North-Eastern Alberta and North-Western Saskatchewan where heavy oil wellswhich use

PCPumps were experiencing failures of their stuffing boxes.

[27] The PCPumps operate the oil well by turning a shaft which was sunk into the ground and

which drove anumber of sucker rods (long pieces of tubing made up of inter-connected rods) which
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went out to the pockets that contained the oil. The sucker rods turned a stator (device somewhat
akin to an auger) which then drew up the ail to the surface. Some of these sucker rods would extend

severa kilometres underground.

[28] The oil coming from these pockets contained elements of dirt, salt and sand. The existing
stuffing boxes — the device which sealed off the top of the oil well from the oil being drawn up —
had the rotating shaft running through it. The combination of friction in the stuffing box and the
pressure and debris coming up from below ground caused the stuffing boxes to fail. Failure of the
stuffing boxes resulted in loss of oil, environmental damage and unplanned shut down of the wells
in order to be able to conduct the necessary repairs. All the oil companiesin the area experienced
the same problem and all were extremely interested in finding a solution to the stuffing box failures
or at least amanner by which they could anticipate when the stuffing box repairs would be
necessary o that planned maintenance could be undertaken. The '937 Patent was designed to
address this problem and to allow for planned maintenance by having the sealsin the stuffing box

fail in sequence and by permitting inspection of the progress of seal failure.

[29] The'937 Patent is described as:

An assembly for restraining oil leakage in arotary oil well pump
includes a stationary member and arotary member. The rotary
member is secured to the rotating rod and is sealed against the rod by
conventional compressed packing. The rotary member hasa
cylindrical portion rotating with acylindrical recess of the stationary
member, with an annular recess defined between them. The recess
contains two or more annular seal cartridges stacked one after the
other in the annular space. The cartridges are designed to
individually resist the ingress of the pressurized oil, so that |eakage
takes place sequentially past the individual cartridges. Leak passages
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are provided in the stationary member and are in communication
with each of the cartridges respectively. When oil appears at any
given leak passage, this signifiesthat the oil has bridged the defences
of that cartridge and any cartridge or cartridges which are upstream
of the leaking cartridge.

m.rrr - 'ﬂ'.ff #’f’&.‘: ‘.1._“‘ ﬂ
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[30] ThePatent’sfield of inventioniis:

Thisinvention relates generally to the oil production industry, and
has to do particularly with improving the efficiency of the seals used
to sedl arotary rod of aprogressive gravity [sic] oil well pump, in
order to prevent leakage of ail.

[31] The'937 Patent describes the background of the invention and the problem alluded to
earlier.

Many conventiona oil wells are operated by a downhole pump at or
close to the bottom of the well, the pump being of a conventional
reciprocating kind actuated by arod string whichinturnis
reciprocated vertically by a pump jack. Recently, many conventional
reciprocating pumps have been replaced by rotary-drive progressive
cavity pumps. The rotary pumps are particularly suited for the
production of crude oil laden with sand and water.

In the conventional vertically reciprocating pumps, the apparatusis
typically constructed in such away that a single stuffing box
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[33]

provides control of leakage and loss of ail. This conventiona stuffing
box is stationary and is secured to a stationary housing. The part of
the upper portion of the rod which actually contacts the stuffing is
usually highly polished, thus ensuring minimal leakage and minimal
damage to the packing material. With the introduction of rotary
pumps, it has been generally found that, if the conventional stuffing
box (developed for vertical pumps) is used for the rotary pumps, ail
leakage develops relatively early, requiring frequent maintenance
and frequent replacement of the packing materid.

The '937 Patent contains a broad statement of the invention:

Broadly stated, the present invention provides an improved assembly
for restraining oil leakage from rotary oil well pumps by providing a
specia deeve to surround the rod with packing, the deeve rotating
with the rod and therefore not requiring a dynamic seal between
them. The deevein turn isrotatably mounted within arecess defined
by a stationary member, and a plurality of annular seal cartridges are
provided to occupy the space between the deeve and the stationary
member. The seal cartridges are constructed in such away asto resist
the leakage of oil on a sequential basis. Thus, oil must first get past
aninitial seal cartridge before gaining accessto the second in line,
and the second cartridge must break down before the oil gains access
to the third cartridge. Leak passages corresponding to the plurality of
sed cartridges indicate by the appearance of oil the furthest
downstream cartridge to which the oil has gained access.

the Plaintiffs are set forth in Annex A to thisjudgment.

V.

[34]

PLAINTIFES EXPERT WITNESSES

Skoczylas (Skoczylas) and one expert witnessin reply, Dr. Richard Salant (Sdant).

Page: 15

For ease of reference, the claims being challenged by the Defendants and being asserted by

The Plaintiffs called two expert witnesses in direct, Cam Matthews (M atthews) and Paul
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Cam Matthews

[35] Matthewswas qualified to give testimony about the impact of failuresin and the
functionality of stuffing boxesin oil production with the limitation that he was not an expert on
sedls or stuffing boxes. He a so testified as a fact witness concerning the practice in the oil industry
relating to the confidentiality of test equipment. Matthews is an employee of C-FER Technologies

which is aconsulting company for whom both he and Skoczylas work.

Paul Skoczylas

[36] Skoczylaswas qudlified as an expert in mechanical engineering with some knowledge of

PCPumps.

Dr. Richard Salant

[37] Dr. Sdant was accepted by the Court as a mechanical engineering and sed expert generdly
inthefield of sealing rotary shafts but not as an expert in PCPumps or oil tools generaly. Dr. Salant
has along career in research and teaching, particularly at the Georgia Institute of Technology. He
has written a vast number of papers on the subject of seals and sealing devices and he holds six

patents relating to pumping and sealing technologies.

[38] Dr. Sdant’s evidence which rebutted that of the evidence of the Defendants experts was

clear, cogent and persuasive, both in written form and in his oral testimony. He survived a detailed
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and excellent cross-examination and survived it largely unblemished. His evidence was delivered in

amanner which was helpful to the Court, non-combative, and to the point.

[39] TheDefendants criticism that he was not an expert in the oil industry is not truly
significant, given that he was to address seals and sealing technology which is at the core of this
litigation. Except for the fact that he is educated and experienced far beyond the “notiona skilled
person”, he most closely replicated that skill set which he defined and which the parties have
generally accepted asthe * person skilled in the art” — being a mechanical engineer who has dealt
with the design, evaluation or application of sealing methods for arange of services over a period of
at least five years. The Defendants would have added a mechanical technologist that had acquired a
practical knowledge of the operation of various seal designs and various services over the span of at
least 10 years and/or amillwright or machinist mechanically inclined with experience in the field of
oil and gasdrilling or production, or, alternatively, who have attended courses or seminars dealing

with such areas. The essentia field of knowledge was seals and sealing methods.

[40] The Court accepts Dr. Sdant’ s evidence and prefersit over that of the evidence of the

Defendants, most particularly evidence of Gerard Muller.

VI.  PLAINTIFFES FACT WITNESSES

[41] ThePaintiffscalled asfact withesses Edward Grenke, Wedley Grenke, John Aboussafy,

Roland Moneta and Scott Dudley.



Page: 18

Edward Grenke

[42] Edward Grenke' stestimony was essentially the cornerstone of the Plaintiffs casein terms
of the development and inventorship of the '937 Patent, the dealings with the customers Amoco and
Pan-Canadian Qil, his relationship with Art Britton and his agreements and relationship with Walter
Torfs. He also testified in respect of the changes made to filings with the Canadian Patent Office
wherein Walter Torfs name was removed as an inventor, a subject matter on which the Defendants
placed considerable reliance as evidence of bad faith and false and misleading dealings with the

Patent Office.

[43] Grenke'sevidence suffered from the same disability of many witnesses — the passage of
time and the absence of corroborative documents. He was a so experiencing some medical
difficulties. Taking these factors into account nevertheless, he was vague about some details which

might not have assisted him and obvioudy motivated to put the best face on his own activities.

[44]  Whilethe Court approaches his evidence with some caution, the core of his narrative was
consistent with other evidence and was more believable than that of other witnesses who tended to
downgrade Grenke' s activities in inventing and creating a useful invention. The Court generally
prefers his evidence to that of opposing withesses, particularly Art Britton. On a balance of
probabilities (more likely than not) test, Grenke' s evidence is generally accepted unless otherwise

indicated.
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Wedey Grenke

[45] Wedey Grenkeisthe son of Edward Grenke and works for GrenCo. Wes Grenke's
evidence was not particularly pertinent to the case in that he was largely supporting his father’s
evidence (as one would expect). The testimony was not particularly persuasive or germane and
suffered from the fact that he sat through his father’ s evidence and was well aware of the stakes
involved in thislitigation and the competing stories being advanced. The Court istherefore giving

less weight to his evidence than might otherwise be the case.

John Aboussafy

[46] John Aboussafy isthe Globa Business Unit Vice-President for Fluid Power Systems, a part
of the Weatherford Canada Partnership. In 1995 he was a general manager for Highland/Corod and
was responsible for hiring Art Britton (Britton) in October 1995 after Britton had ceased
employment with GrenCo. He was knowledgeabl e about the relevant aspects of the business and the
relationship between GrenCo and the Weatherford companies and their royalty arrangements. He
gave evidence about Britton joining Highland/Corod and his selling of aline of variable frequency
device motors (VFD). He spoke aso to Britton’ s dissati sfaction with not being named as an

inventor of the Grenke patent.

Roland Moneta

[47] Roland Monetaisthe Operations Manager with Weatherford Canada Partnership and as of

2006 he was responsible for the licence agreements with Weatherford. His evidence was helpful in
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understanding the relationship between GrenCo and the Weatherford companies and the corporate

history but he had little persona knowledge of details of the disputes regarding royalties.

Scott Dudley

[48] Scott Dudley was a production foreman at Amoco in the early 1990s but was not part of the
maintenance group on the Amoco site at Elk Point at which Britton worked. He described the
problems with the PCPumps and some of the efforts being made by Amoco to find aresolution for
the leaking stuffing box problem. He gave evidence asto the ingenuity of Grenke' s concept aswell
as evidence about public accessto oil sites, and about the confidentiality of testing and testing

equipment.

VII. DEFENDANTS EXPERT WITNESSES

[49] The Defendants called two expert witnesses, Allan Nelson and Gerard Muller.

Allan Nelson

[50] Mr. Nelson was accepted as an expert in mechanical engineering with experiencein ail field
equipment. Nelson’ s evidence was directed in part towards the prior art and the obviousness which
the Defendants claim in respect of the '937 Patent. He also spoke to the absence of infringement of
the Corlac device by not having a“dynamic knife edge’ in the packing cartridge. His evidence was

at times vague and outdated and while he testified as to the search for a solution to the industry
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problem, he was unable to articul ate a reason or an explanation, that if the solution in the '937 Patent

was so obvious, why no one else had discovered it previoudly.

Gerard Muller

[51] Gerard Muller was accepted as an expert in mechanical engineering and salesfor rotary
pumps generally and rotary pumps for usein oil production and processing in particular. He gave
hisanaysis of the claims and of the validity and infringement issues. He a so spoke to the functions
and nature of seals and sedl cartridges. His evidence was the cornerstone of the Defendants’ attack

on the Plaintiffs patent and the Defendants’ explanation of non-infringement of the '937 Patent.

[52] Muller’stestimony did not stand up under cross-examination and he was shown to be
evasive, aggressive, arrogant and unhelpful. Mr. Muller’ s evidence was significantly undermined by
hisfailureto directly answer questions which admitted of only adirect answer, and by his disrespect
and arrogance towards opposing counsel and his longwinded diatribesin giving unresponsive

answers.

[53] The Court must conclude that his evidence was of little specific assistance and particularly
where it conflicted with that of the Plaintiffs and in particular Dr. Salant, the Court accepts the
Plaintiffs evidence. While no doubt sincere in trying to assist his client, Mr. Muller was apparently
unaware of the obligations that an expert owes to the Court and the assistance which an expert isto

render in aiding the Court’ s understanding.
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VIIl. DEFENDANTS FACT WITNESSES

[54] The Defendants called as fact witnesses Brian Derewynka, Art Britton, Barry George, Ken
Krucik, Shane Fair, Ronald Johnson, Kurt Uhrich, Roy Manicke, Andreas Reincke, Michael

Engelen and Magda Torfs.

Art Britton

[55]  Art Britton wasthe principal antagonist in this contest. He testified as to hisinvolvement in
developing the rotating stuffing box and his claim that it was his“idea’ which was stolen by
Grenke, the confidentiality surrounding the Amoco local unit at Elk Point and his sales activities

and other career highlights, both while he was with GrenCo and after leaving GrenCo.

[56]  Britton obvioudy felt that he had been cheated out of credit for his contribution to the '937
Patent. He had a clear and continuing animus against Grenke, best summed up as anything which
harmed Grenke was of comfort to Britton. That animus so coloured Britton’ s evidence that the
Court cannot depend on it to any great extent. Britton’s evidence a so suffered from faulty

recollection on key mattersincluding but not limited to the source of his own stuffing box concept.

[57]  Britton, who took no stepsto assert any alleged patent rights during or after he left GrenCo,
assigned his rights much later to what became the Defendants and now contends that it was
principally he who invented the stuffing box solution. That is an untenable position given al the

credible evidence in this case.
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Barry George

[58] Barry George was awitness called under subpoena and compensated for histime—apoint
made by the Plaintiffs but which quite frankly does not undermine the strength of his evidence. It
would be unusua in today’ s circumstances that one could easily secure witnesses without at |east
compensating for their time and expenses. George' s testimony revolved around the Amoco El
(sometimes called CI) (a maintenance group) meetingsin the late fall of 1990 and early winter of
1991 regarding the solutions to stuffing box |eakage problems. George' s testimony suffered from
the problem earlier alluded to by the Court of the recollection of eventsthat are well in excess of 10
years past. Therefore, the specifics of what was said or done on any particular date are highly
guestionable. This does not undermine the integrity or the honesty of the witness evidence but

smply itsreiability.

Ken Krucik

[59] KenKrucik was likewise amember of the Amoco maintenance team in the early 1990s and
participated in the Amoco El meetingsin the late fall of 1990 and early winter of 1991. His
evidence suffered from the same frailties as that of George and all that it established was that in and
about those dates there was considerabl e discussion on the problems of stuffing box leakage which

is consistent with other evidence before the Court.



Page: 24

Shane Fair

[60] ShaneFair worked at the Elk Point site in 1991 and was responsible for reporting on the first

stuffing box delivered to Amoco and the result of its operation.

Ronald Johnson

[61] Ronald Johnson was the district foreman at Amoco Elk Point facility in 1990 and was
Britton’ s direct supervisor. His evidence related particularly to the absence of a specific
confidentiality agreement with respect to the test equipment. He described a generally corroborative
relationship between Amoco and GrenCo. Finally, he confirmed that Amoco’ s lawyersin Chicago
were not interested in asserting any patent rights in respect of the first units delivered to Amoco. He
confirmed that for any member of the general public to see the actual mechanics of the PCPump,
including the stuffing box equipment, they would have been prevented from doing so by Amoco
employees. Importantly, he confirmed that Amoco considered that any testing and devel opment of

product such as the stuffing box was confidentia within the company.

Kurt Uhrich

[62] Kurt Uhrich was the production engineer for the Amoco Elk Point facility in
January/February 1991 and reported to Johnson. His evidence was to some extent contrary to that of
his supervisor, Johnson, in that he testified that there was no confidentiality surrounding the

equipment or the tests of the use of the first devices from GrenCo. Asindicated later, the Court



Page: 25

concludes that Johnson’s evidence, as amore senior employee of Amoco, more closely reflects the

corporate position and the understanding between Amoco and Grenke/GrenCo.

Andreas Reincke

[63] Andreas Reincke was an application engineer working at Merkel in Hamburg, Germany in
1991. Histestimony related to the visit in April 1991 by Grenke and Britton. While he tended to
downplay the inventiveness of Grenke' s device, his actua recollection of specifics of the meeting
and what one person contributed or knew at the time was vague and unréliable. His chief complaint

seemed to be that he was not named as an inventor on the patent.

Michadl Engelen

[64] Michael Engelen wasinvolved in the design work and development of seals and sealing
arrangements at Merkel. He claimed that the design work and ideas for Grenke sinvention, in
particular asemina document (Exhibit 10, P145), was his idea and that he contributed a number of
other ideas to the eventua patent. He likewise seemed to complain that he was not named on the
patent. His evidence was largely directed at claiming a great deal of the inventivenessin the '937
Patent despite the fact that he had no idea whether those ideas would work and his recollection of

specifics suffered the same difficulty as that of Uhrich.
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Roy Manicke

[65] Roy Manickeworked for GrenCo between 1989 and 1995 and his evidence related to the
relationship between Britton and Grenke, Britton’ s role in designing new equipment at GrenCo and
the design and manufacture of stand-alone rotating stuffing box units. He a so gave testimony with
respect to the manner in which items were shipped from GrenCo and the requirement for packing
dips and related documents. He also indicated that Grenke had suggested that Britton had an idea
and that it would “make them alot of money”. He was unceremoniously let go by Grenke and it

was apparent that circumstance coloured his view of Grenke.

Magda Torfs

[66] MagdaTorfswasthewidow and executor of the late Walter Torfs, the former president of
Flender Canada. Walter Torfswasto work with Grenke in the development of the solution to ail
leakage problems and the creation of the integrated drive unit to operate with the stuffing box. Her
evidence, overlaid with the desire to protect her late husband’ s good name, was directed to his
contribution to the integrated drive unit and to the '937 Patent. She confirmed that she had signed
away any rightsthat she or her husbhand’ s estate might have in the '937 Patent (if any) and had done
so after speaking with her son-in-law who is alawyer. She had no specific knowledge of what was
done or contributed as between Grenke and her husband and her efforts to decipher documentsto

prove her husband’ s contribution, while well intentioned, were of little assistance to the Court.
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Brian Derewynka

[67] Brian Derewynkais an employee of Weatherford Canada and had previoudly been a

mai ntenance foreman and mechanic with Pan-Canadian from 1990 to 1994. Hewas called asa
witness by the Defendants and declared adverse. He testified asto the purchase of stuffing boxesin
1992 including the handling of the first unit delivered to Pan-Canadian and the possibility that

invoicing for product could follow after the product was received.

IX.  THE FACTUAL BACKGROUND

[68] By thelate 1980sthere was increasing concern about the problem of leaking stuffing boxes
on rotary PCPumps which had been experienced by the heavy oil producers since at |east the early
1980s. With increasing concern over environmental damage, more frequent use of dap wells,
increasing polishing rod speeds (polishing rods are the rods from the top of the well that drive the
sucker rods located below ground), mounting loss from production down time, and the exigencies
of unplanned ail shutdowns. Every heavy oil producer wasinterested in finding a solution. The

sedling assembly combination claimed in the '937 Patent was designed to fix that very problem.

[69] Inlate1990, H & R Vave, acompany operating in Alberta, was testing a prototype stuffing
box employing a static seal againgt the polished rod. At that time Britton, then an Amoco
maintenance crew foreman, knew of this prototype and had watched it run. He then began
discussing the idea of a stuffing box employing a static seal around the polished rod. Theideawas

that one could avoid the wear and tear of polished rods and packing by not turning the polished rod
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inside the packing. Effectively this means that the polished rod and packing would turn together.
ThisH & R Valve prototype and the concept behind it was discussed by Britton and his
maintenance crew referred to as El (or sometimes Cl) crew sometime in thefirst half of 1991 but
there was never any concrete description of how this would be accomplished, much less any

development of the apparatusitsalf.

[70]  Britton claimed that he had come up with the idea of turning the polished rod with the
packing but that evidence was effectively destroyed on cross-examination. He was also vague as to
whether he showed any drawing or plan of his concept at the first of these EI meetings. Britton's
inconsistencies regarding the origin of his“claimed” concept significantly underminesthe

credibility of his narrative that he was the inventor.

[71] Sometimein January or February 1991 Grenke who had been selling, to the oil producers,
polished rods that were induction hardened to resist wear from packing, met with Britton in the
course of ausua salescal. Thereis conflicting evidence as to whether or not Britton showed
Grenke his sketch of the type of apparatus (if such drawing existed) which would solve the problem

or whether they smply discussed the problem and possible solutions.

[72]  Onor about February 23, 1991, Grenke and his son Wes Grenke prepared a drawing of the
concept of the deeve having static seals around the polished rod with arecess in a stationary

housing where dynamic seal could be placed on the deeve. With that concept, Grenke forwarded a
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drawing to Merkel, a seal manufacturer, in Germany for advice asto the type of seals made by

Merkel that were possible to use with this concept.

[73] At Grenke srequest, on March 11, 1991, Britton prepared afirst video of the site and wells
which were experiencing the stuffing box failures. The video was prepared to inform Merkel of the
nature of the problem and the operating conditions. While Britton prepared the video and performed
the narrative, he does not suggest in the video any solution to the problem. The video was for
Grenke' s use with Merkel to find the type of seals which would work best in Grenke's proposed

device.

[74] By late March 1991, in response to another drawing sent by Grenke showing the concept
and the place for the sealsto Merkel, Merkel forwarded a number of suggestions for sealing

arrangements which might work.

[75] OnApril 8, 1991 Grenke and Britton met with Merkel in Hamburg where Merkel
employees discussed with Grenke and Britton the various types of seals available and the options
that could be used. Despite the varying claims as to who suggested what to whom and when, the
end result was that a U-ring arrangement was sdlected from the various options presented. The
weight of the credible evidence isthat it was Grenke who decided what type of seal he would usein

his device. Seals are only one aspect of the patented device.
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[76] Following the meeting with Merkel, Grenke took Britton with him to atrade show at
Hanover for the purposes of meeting Walter Torfs, the Canadian representative of Flenders (a
manufacturer of drive heads for various pumps), with the view of discussing away to make and sdll
awhole well head drive unit incorporating the seal assembly. Since Grenke was unable to find

Torfs, heleft Britton at the airport and returned to Merkel to work on the project.

[77] At about the sametime, Merkel modified Grenke' s drawings to show additional apparatus
which would permit the conversion from static seals to dynamic seals and vice versawhen the seals
failed. Grenke added to the drawings and made various amendments including the change to the
type of rings and the creation of aleak passage out of the side of the stationary housing. While
Merkel employees made certain suggestions and gave technical advice on the seals, Grenke wasin
charge of the project and made the decision as to what was to be used and what other aspects of

design and operation were needed.

[78] Following Grenke sreturn to Canadain May 1991, he finalized his working drawings using
the drawings as amended at Merkel to build a prototype of the sealing arrangement and shipped it to

Amoco.

[79] Inthat same period Grenke met with Torfsand a David Scott of Flenders to discuss the
drive components. An attempt to use an off-the-shelf gearbox was unsuccessful. As aresult,
Flenders agreed to design a gearbox for GrenCo. Grenke had had in his mind the integration of a

power unit and stuffing box since as early as his attempted meeting with Torfsin Germany. At
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about thistime, Grenke and Torfs discussed joint inventorship of ensuing patents and a 50-50

ownership arrangement.

[80] Thetesting of the prototype unit began on June 21, 1991, with the consent and active
participation of Amoco and the test demonstrated to both organizations that Grenke' s concept

actually could work.

[81] A second prototype stuffing box wasinstalled at Amoco in August 1991. At thetime
Grenke was working on modifications to the stuffing box to prevent lubricant leakage which had

been a problem observed with the first prototype.

[82] Inan exceptionto much of the evidence of meetings, Grenke made notes of a meeting with
Merkel on September 20, 1991 confirming that a senior officer on behalf of Merkel indicated that
the company had no interest in any patent rights which might arise from the work it was doing with

Grenke.

[83] Inthefal of 1991 Britton left Amoco. At that time Amoco, after consultation with counsel
in Chicago, advised Britton that the company had no interest in patent rights on the devel oping
stuffing box and driveheads. At that time Britton, in his capacity as an employee of Amoco, had

been working with Grenke on the improvements to the prototypes.

[84]  Britton began working for GrenCo as a salaried sales manager on October 1, 1991.
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[85] Throughout thefall of 1991 and into the spring of 1992, Grenke continued to work on the
stuffing box design to address |eakage problems. There were problems with the use of U-ringsin

the housing. On a parallel track, design work on a gearbox system was ongoing with Torfs.

[86] Theorigina prototype was eventually redesigned to remove the conversion apparatus, to
add additional leak detection passages and to create an integral drive for the sealing assembly. Itis

these embodiments of the invention which are clamed in the '937 Patent.

[87] OnMay 11, 1993, Torfsand Grenke, asjoint inventors, filed the '937 Patent application in
Canada. Torfs, who was responsible for the patent prosecution of this patent and other patents

developed in association with Grenke, had retained Thomas Reider to act as the patent agent.

[88] The evidence concerning the respective contribution of Torfs and Grenke to the patent
ultimately developed is unclear. The documentary evidence is ambiguous as to who contributed
what, Torfsis deceased and Thomas Reider wastoo ill to testify. Grenke' s claim that he conceived
the additional leak passages and integral drive and then discussed these concepts with Torfsis
consistent with documentary evidence. The Defendants did not call any witnesses from Flendersto

counter Grenke' s evidence.

[89] Junel9, 1992 isthe date of an invoice from GrenCo to Pan Canadian regarding a packing

dip and work order aswell as acredit note from GrenCo to Pan Canadian in respect of the invoice.
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Itisin part this transaction which the Defendants say showed a sae prior to June 19, 1992, based

upon acredit note, more than one year prior to the filing date of the patent — May 11, 1993.

[90] By July 6, 1992, Grenke had adrawing of an electric gearbox well head drive and GrenCo
sold integral type drive for oilwells. Thereis no evidence that anyone else sold such units prior to

the July 6, 1992 date.

[91] From the summer through to May 11, 1993, there were a series of drawings and design
changesto the integrated well head units and improvements to the stuffing box seal arrangements.
These included exchanges between Torfs and Grenke and between Grenke and employees of

Merkel.

[92] Two days after the Canadian '937 Patent was filed, Grenke signed the documents for the

U.S. equivaent patent; Torfs having signed them in February.

[93] Walter Torfsdied in June 1993.

[94] On November 3, 1993, Flenders agreed to Grenke taking over the patents filed on its behalf
by Torfsand thosejointly filed. Flenders agreed to absorb the costs to date but Grenke was to pay
future costs as the patents were now his property. Grenke was responsible for the transfer of the

patents. The formal assignment covering the '937 Patent was dated March 24, 1994.
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[95] By February 14, 1994, Magda Torfs, on her own behalf and as executrix of Torfs estate,
agreed to assign al rights and duties in the “ Sealing Assembly for Rotary Oil Pumps and Method of
Using Same” application. The date of the actual assignment of the '937 patent application was

November 11, 1994.

[96] After theforma assignment from Flenders and after the agreement with Magda Torfs but
before the formal assignment, Grenke executed an affidavit to be filed with the Commissioner of
Patents who was still prosecuting the '937 Patent. The affidavit was signed on August 17, 1994, and
sent by the patent agent to the Commissioner on December 8, 1994 to have Torfs removed as one of

the inventors.

[97] Theaffidavit contained anumber of inaccuracies, the most important of which (at least in
the view of the Defendants) is.

... theinclusion of Mr. Torfs asasole and joint inventor and the

failure to identify me as asoleinventor on al the applications were

the result of inadvertence or mistake and were not for the purposes of
delay.

[98] Under penetrating cross-examination at trial, Grenke admitted that Torfs was an inventor.

[99] By August 1994 relations between Grenke and Britton were strained. Britton was evidently
frustrated about his role in the development of the '937 Patent and the lack of recognition of his

alleged contribution to the project. Shortly after Grenke made it clear that Britton would not be
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named on the '937 Patent, Britton resigned from GrenCo on August 5, 1995 and began to work for

himself asadistributor of an unrelated product, a variable frequency drive (VFDs).

[100] A few monthslater Britton joined Highland/Corod Inc. and brought his VFD businessinto

that company’ s line of business.

[101] Highland/Corod Inc., through an amalgamation in 1999, became one of the Weatherford
Canada Ltd. corporations which ultimately through amal gamations became one of the Plaintiffs.

Britton moved on to South Americato start up an electronics division.

[102] Sometimein 1999, Glen Schneider, the head engineer of a company called BMW Pump Inc.
(which later became Weatherford PC Pump Ltd. and which designed rotating stuffing boxes) joined
Corlac Equipment Ltd. Shortly thereafter Corlac Equipment Ltd. began the sale and manufacture of

arotating stuffing box under the name “Enviro” which isaleged to infringe the '937 Patent.

[103] From early 2000 to December 2003 Corlac Equipment sold “Enviro” stuffing boxesin

Canada.

[104] In November 2003 NOC purchased the shares of Corlac with the full knowledge of the
Plaintiffs position with respect to the '937 Patent. From January 2004 to the present, NOC has

continued to sdll the Enviro stuffing boxes in Canada.
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[105] Although the Defendants sell different stuffing box designs, all sealing assemblies are

similar and are said to infringe.

[106] A startling feature of thislitigation is the absence of officers of the Defendants called to
address the development of the allegedly infringing stuffing box or to otherwise explain (except

through an expert) the non-infringement of the '937 Patent.

[107] GrenCo licensed the Weatherford PCPump effective February 11, 2000.

[108] By aseriesof amagamationsin September 2003, Weatherford Canada (208951723)
became the successor to Weatherford Canada (208127241) which was the amalgamation successor

of EVI Tools Canada Ltd., formerly Highland/Corod.

[109] On January 26, 2001, counsel for Weatherford requested a new licence from GrenCo in the
name of Weatherford Canada Partnership due to the various amal gamations and reorgani zati ons of
the Weatherford companies. Problems occurred between GrenCo and the Weatherford companies
and in January 2003 the Weatherford Plaintiffs began making royalty paymentsin trust pending the

resol ution of issues related to the requested new licence.

[110] The dispute between the Weatherford Plaintiffs and GrenCo was resolved in August 2004
with alicence effective February 1, 2001, and all royalties which had been paid into trust were then

released to GrenCo.
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[111] OnJune 17, 2004, Britton assigned his aleged interestsin what is the '937 Patent to Corlac
Inc., which was followed up with an assignment from Britton to Corlac Equipment, now known as

National-Oilwell CanadaLtd., on March 22, 2005.

[112] Inthe absence of any proof or any evidence from the Defendants, the evidence isthat Corlac

was acting in concert with Corlac Equipment in manufacturing and selling their stuffing boxes

which the Court finds, aslater described, infringes the '937 Patent.

[113] The particular factsin relation to the specific issues raised are addressed further in these

reasons.

X. ISSUES

[114] The parties have agreed to a“ Statement of Issuesfor Trial” comprising 27 issues. Not al of
theissuesare “live’ or continuing once the Court concluded that Grenke is the lawful owner of the
‘037 Patent and that the Defendants infringed the '937 Patent and the Defendants defenceisto be
dismissed. The Counterclaim and the issuesraised fall away in the face of the Plaintiffs’ successon
their Statement of Claim. For ease of reference, the Court’ sanalysis will follow, to alarge extent,

the Statement of |ssues.

[115] Theissuesare:



A. Construction of the '937 Patent

Issue 1 —What is the proper construction of claims 1-19 of Canadian
Patent No. 2,095,937 entitled “ Sealing Assembly for Rotary QOil
Pumps and Method of Using Same” (the “'937 Patent”)?

B. I nfringement by the Defendants

Issue 2—Do the “Enviro” stuffing box products (including the
“Griffin” retrofit units) [collectively the “ Defendants’ Units’] sold by
Corlac Equipment Ltd. and Nationa-Oilwell Canada Ltd. infringe
any of clams1, 6,9, 11, 13-17?

| ssue 3 —Isone or more of the Defendants liable for infringement by
the manufacture and/or sale of the Defendants' Units in Canada, or
by inducing their customers to use the Defendants' Units in Canada?

I ssue 4 — Did Corlac Inc. exercise such direction and control over
Corlac Equipment Ltd. or did Corlac Inc. and Corlac Equipment Ltd.
act together, so asto bejointly liable for the alleged infringing
activities of Corlac Inc. and Corlac Equipment Ltd. as pleaded in
paragraphs 9, 33 or 34(c) of the Amended Statement of Claim (the
“Claim”)?

Issue 5 - Did Nationa Oilwell Inc. (now National Oilwell Varco
Inc.): (1) exercise such direction and control over National Oilwell
Canada Ltd. so asto bejointly liable for the alegedly infringing
activities of National-Oilwell Canada Ltd. as pleaded at paragraphs
11 and 33 of the Claim; or (2) induce National Oilwell Canada Ltd.
to infringe the '937 Patent as pleaded in paragraph 34(b) of the
Clam?

| ssue 6 — Is National Oilwell Inc. liable for inducing the infringement
of the '937 Patent by Corlac Inc. and/or Corlac Equipment Ltd.
during the period of negotiation for the purchase of Corlac
Equipment Ltd. from as early as January 2003 until the ultimate
merger of National Oilwell Canada Ltd. and Corlac Equipment Ltd.
on January 1, 2004 as pleaded in paragraph 34(d) of the Claim?

Issue 7 —Isany claim by any Plaintiff statute barred or limited by
reason of alimitation period pleaded in paragraph 20 of the Second
Amended Statement of Defence and Counterclaim (the “Defence and
cC"y?
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I ssue 8 — Are one or more of the Plaintiffs entitled to maintain an
action for infringement of the '937 Patent and/or are the Plaintiffs
entitled to equitable remedies?

C. I nventor ship of the '937 Patent

| ssue 9 — Whether one or more of the following individuals are
inventors of the subject matter described and claimed in the '937
Patent: Art Britton, Edward Grenke, Walter Torfs, Michagl Engelen,
and/or Andreas Reincke?

D. Validity of the '937 Patent

| ssue 10 — Was the subject matter of each claim of the '937 Patent
anticipated contrary to section 28.2 of the Patent Act by being made
available to the public by Grenke more than one year prior to the
filing date, or by others prior to the filing date, by reason of the
disclosures aleged in paragraphs 22(1) and (2) of the Defence and
cC?

| ssue 11 — Was the subject matter of each claim of the '937 Patent
obvious contrary to section 28.3 of the Patent Act in light of the
alleged disclosures pleaded in paragraphs 22(1) and 22(3) of the
Defence and CC?

| ssue 12 — Isthe "937 Patent void or invalid pursuant to section 53(1)
of the Patent Act by reason of misrepresentations in the petition or
statements made wilfully for the purpose of misleading by Mr.
Grenke, personally and/or through his agent, Thomas Reider, as
alleged in paragraphs 22(4), 22(5) and 22(7) of the Defence and CC?

| ssue 13 —Isthe '937 Patent void pursuant to section 53(1) of the
Patent Act or invalid by reason of misrepresentationsin the petition
or statements made by Walter Torfs, personally and/or through his
agent, Thomas Reider, as alleged in paragraph 22(6) of the Defence
and CC?

| ssue 14 — Isthe '937 Patent invalid or deemed abandoned by reason
of the alegation that Mr. Grenke did not deal in good faith with the
Canadian Patent Office and did not reply in good faith to all
requisitions made by the Examiner contrary to section 73(1)(a) of the
Patent Act because of the following particulars, which arealsoin
issue both as to the facts alleged and their legal significance:
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@ Mr. Grenke did not advise the Patent Office of
alleged disclosures to Amoco, Pan Canadian and the
oil industry at large more than one year before the
filing date of the '937 Patent as pleaded at paragraphs
22(8)(i) and (iv) of the Defence and CC.

2 Mr. Grenke knowingly and wilfully provided an
Affidavit dated August 17, 1994 to the Patent Office
alleging that Mr. Grenke was the sole inventor and
sole owner of the '937, '324 and '473 Patents when he
was allegedly not an inventor or the sole inventor of
any of the '937, '324 and '473 Patents as pleaded at
paragraph 22(8)(ii) of the Defence and CC.

3 Mr. Grenke responded to al requisitions made by the
Examiner asif Mr. Grenke was the sole inventor
and/or sole owner of the '937 Patent when Mr.
Grenke was not an inventor, the sole inventor, an
owner or the sole owner of the '937 Patent as pleaded
at paragraph 22(8)(iii) of the Defence and CC.

| ssue 15 — Isthe '937 Patent invalid for ambiguity on the basis of the
facts pleaded in paragraph 22(9) of the Defence and CC?

E. Rectification of the Patent Office Record

I ssue 16 — If Mr. Britton is an inventor or co-inventor of the '937
Patent, did National-Oilwell Canada Ltd. acquire Art Britton's
interest, if any, in the '937 Patent asreferred to at paragraph 28 of the
Defence and CC?

I ssue 17 — Does this Court have the jurisdiction pursuant to section
52 of the Patent Act to vary thetitle to the '937 Patent as claimed in
paragraph 27(1) or (2) of the Defence and CC?

| ssue 18 — Isthe remedy claimed in paragraph 27 of the Defence and
Counterclaim pursuant to section 52 of the Patent Act to expunge the
entry relating to title of the '937 Patent in the records of the Patent
Office, or to vary the records to show Art Britton as an inventor or
co-inventor and National Oilwell Canada Ltd. as owner or co-owner
statute barred by any of the limitation periods pleaded in paragraph 7
of the Amended Reply and Defence to Counterclaim?
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F. I nfringement by the Plaintiffs

I ssue 19 — Which of the rotating stuffing boxes sold by the Plaintiffs,
if any, infringe claims 1-3 and 6-17 of the '937 Patent?

I ssue 20 — Did Art Britton release Highland/Corod from al claims
relating to his aleged involvement in the invention described and
clamed in the '937 Patent?

I ssue 21 —Which, if any, of the Weatherford Plaintiffs is/are entitled
to claim the benefit of the alleged release provided by Art Britton as
referred to in paragraph 6 of the Amended Reply and Defence to
Counterclaim?

| ssue 22 — Is/are one or more of the Plaintiffs liable for infringing
and/or inducing infringement of claims 1-3 or 6-17 of the '937
Patent?

| ssue 23 — Is Nationa-Oilwell Canada Ltd. entitled to equitable
remedies?

| ssue 24 — Isthe claim for infringement by National-Oilwell Canada
Ltd. barred or limited by a statutory limitation period as pleaded in
paragraph 7 of the Amended Reply and Defence to Counterclaim?

G. Licence Agreements

| ssue 25 — Whether Grenco Industriesis validly licenced under the
'937 Patent?

| ssue 26 — Are Weatherford Canada L td. and Weatherford Canada
Partnership persons claiming under the patentee? In particular:

(1)  Whether the February 2000 Sub-Licence Agreement
isvalid?

2 Whether the Sub-Licence Agreement dated effective
February 2001 and executed in August 2004 isvalid?

3 Which of Weatherford Canada Ltd. and Weatherford
Canada Partnership is the successor to Weatherford
PC Pumps Ltd.’s damages claim as licensee under the
alleged February 2000 Sub-Licence Agreement?
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I ssue 27 — If one or more of the Defendants are liable for infringing
and/or inducing the infringement of the '937 Patent, are Wesatherford
Canada Ltd. and/or Weatherford Canada Partnership entitled to claim
aremedy during the entire period from 1994 until present?

Xl. A CONSTRUCTION OF '937 PATENT CLAIMS

[116] The starting point for this patent case is the Claim Construction — the interpretation of the

claims made — from which many of the issues, infringement in particular, flow.

[117] Theinterpretation of apatent isto be conducted purposively, in light of the patent asa
whole. The proper approach is now well settled and set out by the Supreme Court in Whirlpool
Corp. v. Camco Inc., [2000] 2 S.C.R. 1067 at 1089 and 1093-1095 and in Free World Trust v.

Electro Santé Inc., [2000] 2 S.C.R 1024 at 1050:

The courts have traditionally protected a patentee from the effects
of excessive literalism. The patent is not addressed to an ordinary
member of the public, but to aworker skilled in the art described
by Dr. Fox as

a hypothetical person possessing the ordinary skill
and knowledge of the particular art to which the
invention relates, and a mind willing to understand
a specification that is addressed to him. This
hypothetical person has sometimes been equated
with the "reasonable man" used as a standard in
negligence cases. He is assumed to beaman who is
going to try to achieve success and not onewho is
looking for difficulties or seeking failure.

[118] The Federal Court of Appeal in Pfizer Canada Inc. v. Canada (Minister of Health), 2007

FCA 209, has summarized the rules or stepsin the construction of patents:



39 The Principles set forth by the Supreme Court in Whirlpooal,
supra, and Free World, supra, can be summarized asfollows:

Thetask of the Court is to construe the claims of the
patent with the aid of expert witnesses (Whirlpool at
paragraphs 43, 45 and 57).

Congtruction of the claimsis not to be aresult-oriented
exercise and must be conducted by the Court prior to its
consideration of theissue of infringement (Whirlpool at
paragraphs 43 and 49(a)).

The clams are to be construed as of the publication date
of the patent (Whirlpool at paragraph 42; Free World at

paragraph 54).

In construing the claims of the patent, the Court is called
upon to determine, on an objective basis, what a skilled
reader would have understood the inventor to mean
(Whirlpool, at paragraph 48; Free World at paragraph
44).

The claim of the patent which isto be construed by the
Court must be read in the context of the rest of the
specification. | would add to this, however, that reference
to the rest of the specification cannot be used to expand
the patentee’ s monopoly as expressed in the claim
(Whirlpoal at paragraphs 48, 49(f) and 52).

The expert witnesses are there to help the Court
understand the invention and its context, as well asthe
meaning of the terms used in the patent. Needless to say,
it isthe Court’ s duty to construe the claims and not that
of the experts (Whirlpool at paragraphs 45 and 57).

In construing the claims, the Court isto keep in mind that
the patent is addressed to the “ ordinary person skilled in
theart”, i.e. ahypothetical person possessing the ordinary
skill and knowledge of the particular art to which the
invention relates, and a mind willing to understand a
specification that is addressed to him (Whirlpool at
paragraphs 53, 70, 71 and 74).
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- The“disclosure’” found in the patent must describe the
invention in a sufficiently complete and accurate manner
so to alow the person skilled in the art to construct or use
the invention when the period of monopoly has expired
(Whirlpool at paragraph 42). The resulting construction
of the claims should be onewhichis“in the interest of
fairness both to the patentee and the public” (Free World
at paragraph 50). As aresult, the construction of the
clam may lead to an expansion or limitation of the text
of the claim. AsBinnie J. said in Free World at paragraph
ol

51. Theinvolvement in claims construction of
the skilled addressee holds out to the
patentee the comfort that the claims will
be read in light of the knowledge provided
to the Court by expert evidence on the
technical meaning of the terms and
concepts used in the claims. The words
chosen by the inventor will beread in the
sense the inventor is presumed to have
intended and in away that is sympathetic
to accomplishment of the inventor's
purpose express or implicit in the text of
the claims. However, if the inventor has
misspoken or otherwise created an
unnecessary or troublesome limitation in
the claims, it isa self-inflicted wound. The
public is entitled to rely on the words used
provided the words used are interpreted
fairly and knowledgeably.

[119] Ingiving meaning to a patent, there are limits on what a Court can and should do. The
exercise isthe responsibility of the judge aided by expert evidence. Regard to the disclosure portion
of the patent’ s specification is unnecessary where the terms used in the claim are plain and
unambiguous but may be used where there is ambiguity. Further, where the words in the claim are

plain and unambiguous, they should not be narrowed or limited to a patent’ s preferred embodiment.
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[120] Thekey to purposive construction is the identification by the Court, with the assi stance of
expert evidence, asto what a“skilled person” would know and understand of the particular words
or phrasesin the claims that describe what the inventor intended to be the “essential” elements of

theinvention.

[121] Inregard to claim construction, the Defendants were in a difficult position. On the one hand
to avoid liability they sought to find ambiguitiesin the claims which would affect the patent’s
validity and the alleged infringement. On the other hand, the Defendants claimed that they, through
one of the aleged inventors Art Britton, own the substance of the '937 Patent. Thus the patent must
be valid to support their ownership of the claim. It is the problem of riding too many horsesin too

many directions, al at the sametime.

[122] ThePaintiffsare asserting only Claims 1, 6, 9, 11 and 14-17 of the '937 Patent to have been

infringed. Of these, construction of aspectsof Claims 1, 6, 9, 11 and 14 arein issue.

Claim1

[123] There aretwo terms used which are the critical areas of dispute:
1 Theterm “seal cartridges’ as contrasted with “cartridge seals’.

2. The term “dynamic seal”, particularly the phrase “knife edge corner”.
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[124] The preambleto Claim 1is*“for use with arotary pump for oil wellsin which an elongate
rod supports and rotates the rotor of a down-hole pump, an assembly for restraining oil leakage,

comprising ...”. Thisrefersto a stuffing box for a PC pump drive head.

[125] Therearefive (5) aspectsto Claim 1.
- astationary first member;
- arotary second member;
- aplurdlity of annular seal cartridges,
- for each sedl cartridge aleak passage through the first member; and

- aplug meansfor closing at least one of the passages.

[126] Claim 1 setsout the essence of Grenke' sinvention in terms of the system to seal and detect
wear in the stuffing box. It isthis particular combination of features which was directed at the

problem plaguing the heavy oil business at the time.

[127] Claim 1 describes and means an annular space formed between a housing (the stationary
first member) and adeeve (the rotary second member) where sedl cartridges are stacked within that
annular space and where there are leak passages in the housing for detecting seal failures and where

aplug closes at least one passage.
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Q) Sedl Cartridge

[128] The*“sedl cartridges’ are claimed asfollows:
A plurality of annular seal cartridges stacked within the annular
space, each cartridge having in axia section:
@ adynamic seal didably contacting the cylindrical portion;
(b) afirst open space downstream of the dynamic sea and
adjacent the cylindrical portion and a second open space adjacent the
cylindrical wall; and
(© passageway means through which the two open spacesarein

communication.

[129] The disputeiswhether the term seal cartridge describes afunction or describes an article.
The Defendants expert Muller described the position best by drawing an analogy to a cartridge pen
where the cartridge is asingle unit generally disposable. The dispute is whether the description of a
sedl cartridge means a cartridge or unit being an item in which seals are bound together in an
integrated unit - where the emphasisis on the cartridge - or whether it is a series of items making a

sedl.

[130] Both Muller and Nelson, experts for the Defendants, said that what was meant was a series

of individual components bound together in an integrated unit.
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[131] However, Nelson admitted that the seal cartridgesin the '937 Patent are not bound together

in acartridge. He aso admitted that the Corlac unit is similar to the '937 Patent in this regard.

[132] Sdant, on behalf of the Plaintiffs, on the other hand, whose evidence is preferred over the
Defendants experts asindicated earlier, attributed the term “ seal cartridge” to mean a sub-assembly

of elementsthat perform a certain function —in this case, to provide a seal.

[133] Salant acknowledged that the '937 Patent does not provide a detailed description about how
to manufacture adynamic seal or asea cartridge. However, in his opinion, the patent described the
open spaces, the leak passages and the other elementsin a manner that enables a skilled person to
understand how it could be made and how it works. He further opined that a skilled person reading
the patent in 1994 would readily specify the elements and their function to enable a sed

manufacturer to make a seal cartridge.

[134] Skoczylas evidence wasto the same effect that a skilled person would know that a
“plurality of annular seal cartridges’ meant more than one unit, each having a group of elementsto
make up the seal to be fitted into the annular space around the cylindrical portion of the deeve (the

rotary second member).

[135] The Defendants correctly describe the resolution of this particul ar issue as a choice of expert

evidence. The Defendants undermine the Plaintiffs experts by saying that either they were too
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young in the case of Skoczylas or not knowledgeable about ail field production equipment asin the

case of Salant.

[136] Asto knowledge of ail field production equipment, the Defendants agreed to the attributes
of the “skilled person” and yet only one of these alternate attributes referred to experience “in the
field of oil and gasdrilling or production”. The two other attributes related to knowledge and
experience with seals and sealing — Sadlant’ s very expertise. An expert need not be aive or grown up
at the time of the event or relevant period in order to express an opinion on the past and therefore

the criticism of Skoczylas on these groundsis without merit.

[137] The Court accepts the interpretation of “seal cartridges’ as outlined most particularly by
Salant. It regjects the interpretation that in effect describes a® cartridge seal” and therefore does not

accept the Defendants' interpretation.

2 Dynamic Sed

[138] The other phase of claim construction regarding Claim 1isin element (a) of the cartridge:

- apluraity of annular seal cartridges stacked within said
annular space, each cartridge having, in axia section:

a) adynamic sed didably contacting said
cylindrical portion, ...

[139] The Defendants seek to narrow that description to refer to only one type of sedl at one

location - avertical hermetical seal againgt arotating shaft, i.e. aknife edge corner at location 92
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found on Figure 4 of the '937 Patent (see below). Therefore, they say that any variation from this
specific type and place would not fall within the claim. The Plaintiffs say that the description refers
to and includes adlip seal and not a mechanical seal like aknife edge mechanica piece which

would not be functional as a sedl in these conditions.

)
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[140] Therefore, there are two different types of interpretation being urged on the Court. The
Defendants seek to narrow the scope of the invention, to limit the monopoly by referenceto
descriptions outside the specific words of the claim. The Plaintiffs urge afunctiona interpretation
consistent with what they say is the purpose of the invention and the known functions of the
condtituent parts of the invention. Again, thisis abattle of the experts and for the same reasons

referred to in paragraphs 38-40, the Court finds Salant’ s evidence to be more persuasive.

[141] All the experts agree that what is at issue is a seal which operates between a moving surface
and a stationary surface. Given a purposive approach to the language of the claim, the issue breaks

down to whether a skilled person would understand the phrase to relate to a sedl that worksin
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practice or as dleged by the Defendants, Grenke caused a“ sdlf inflicted wound” by using words

that teach an unworkable solution.

[142] AsSdant testified, amechanical seal could not properly seal against acylindrica surface. A
skilled person would know that and therefore be directed to alip seal. Muller acknowledgesthat a

skilled person would reasonably think of alip sedl.

[143] Theterm “knife edge corner” istaken by the Defendants to refer to an absolute and static
type seal. However, Salant saysthat the phrase is consistent with a dynamic seal — a proposition
generally agreed to by Muller, consistent with Nelson’ s evidence and supported by a key

publication in the field of sedls, the 4" edition of the Seal's and Sealing Handbook.

[144] The expert evidence confirms that other seals made of different and harder substances would
not work. Therefore, the Defendants’ interpretation leads to an unworkable situation which is
inconsistent with the purpose of the invention and its components and inconsistent with a Skilled

Person’ s understanding — a mind willing to understand.

[145] ThePaintiffs interpretation is more reasonable and consistent with the basic principles of
claim congtruction. The reference to the disclosure in the patent (areference which is not strictly

necessary) is also consistent with the conclusion that “dynamic sea” includeslip seals.
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[146] Lastly, but not necessarily determinatively, the seals must be able to account for wobble and
vibration. The Defendants' thesis would ignore the physical properties of a moving shaft operating

in the conditions in which it was to be used.

[147] Therefore, the Court accepts the Plaintiffs interpretation. The referencein Figure 4 does not

limit the invention as alleged by the Defendants.

Claims 2-5

[148] Theimportant and disputed issuesin these claims are resolved by the interpretation of Claim

Claim6

[149] Thephraseinitidly at issueis*... annular space ... closed by an annular wall at its upstream

end ...”. Thedispute is over the word “closed”.

[150] Thedisputeisessentially over how closed must the annular space be. The Defendants raised
theissuein their experts’ reports but have not pushed the matter in either their written or oral

arguments.

[151] The Defendants take the position that the annular space in the '937 Patent must be closed

because they claim that the Corlac device does not have a closed annular space.
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[152] ThePaintiffs expert Skoczylas says that the annular wall provides a seat upon which to
stack the sedl cartridges during assembly. That view was confirmed by Nelson. Having determined
the meaning of seal cartridges, the purpose —to provide a seat —is met so long asthe seal cartridges

are supported.

[153] The gap between the edge of the annular wall and the spindle is not material and is not
functionally relevant. The Defendants' strict construction serves no purpose other than to try to

avoid infringement.

[154] The Court accepts the Plaintiffs interpretation as being consistent with a purposive

interpretation of the patent.

[155] Theissuesrelating to Claims 7 and 8 are subsumed in the interpretation of Claims 3, 6 and

1.

Claims 9-12

[156] The claims describe athreadable connection between the rotary second member and the

packing portion that defines an annular cavity which includes a packing portion surrounding the rod.

[157] The dispute relatesto the meaning of “ packing elements compressed within said annular

cavity”. These e ements make a static seal between the rotating deeve and the rod.
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[158] The Defendantsinterpret the clamsto be restricted to conventional static packing that is
compressed to seal through axial compression by mechanical means —thisiswhat is meant by the

“third dlement” in Muller’ sreport.

[159] The evidenceisthat the term “packing elements compressed within said annular cavity”
would refer to compression seals generally and that a Skilled Person would not limit their

understanding to packing that is being compressed using a third element.

[160] Inresponding to Muller’ sthesis, Salant outlined the manner in which compression seals
operate to create the packing element compressed within the annular space.

43.  Theterm compression sedl refersto seals where a sealing
material (such as rope packing) is arranged between two co-
axia supporting surfaces and the sealing function is
accomplished (i.e. the sedl is activated) when the sealing
material exertsaradia pressure on the support surfaces. One
could say the seals are squeezed into a confined spacein
order to work. It isthe force opposing compression that
exertstheradia pressure and so such sealsarereferred to as
“compression seals’.

44.  One method of creating the necessary radial seal pressureis
to apply an axia compression force continuoudly to the
sealing materia using amechanical means or “third element”
as described by Mr. Muller. Thiswastypical of traditional
rope packing. However, aresilient sealing material may be
compressed radially when it isinserted into a packing gland
and remain compressed and exert aradial sealing pressure
during service without the need for continuous axial
compression. Examples of thistype of compression sedl are
the Polypak® brand squeeze seals marketed by Parker
Hannifin Corp. and the machinery seal shownin US
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4,193,606 attached as Exhibit B-4 to Mr. Muller’s affidavit. |
would refer to these seals as * packing elements’.

45,  Clams9and 11 provide for “apluraity of packing elements
compressed within said annular cavity.” A skilled person
would understand that this refersto a compression seal in
which compression of the seal material or “packing” exertsa
radial pressure to make asea between two co-axial support
surfaces. Such person would know in 1994 that there were

resilient packing materials available which would not require
acontinuous axid load to maintain the radia pressure.

[161] Packing isaccepted as meaning the mediathat is placed in a closed space between a static
member and a rotating member under compression to prevent the passage of afluid or agas. The

packing, whatever its composition, is squeezed in a manner to prevent leakage.

[162] The Defendants Nelson admits that the above definition of packing would include aU cup
sead and U rings as they are commonly referred to as packing. Muller then admitted that the U cup
sedlsin the Corlac device are commonly referred to as packing. Nelson aso accepted that a seal
held in place by an interference fit would have aradia expansion of the seal sufficient to creste a
good sedl. The use of a screw or some device to tighten down on the seal axially to cause radia

expansion was unnecessary.

[163] Saant described the purpose of packing el ementsisto make a static seal between the walls

of the cavity — between the rotating hollow shaft and the rotating polish rod.
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[164] Therefore, the Court accepts that “ packing elements compressed within said annular cavity”
includes compression seals generaly and U cup and U rings are included in that meaning. The
Court further accepts that a Skilled Person would not interpret the claimsto require that the packing

must be compressed (axially) by athird el ement.

Claims13-17

[165] Thereare noissuesof claim construction not aready dealt with in the earlier discussions.

XIl.  B. INFRINGEMENT BY THE DEFENDANTS

[166] Theissuesto be addressed under this section are Issues 2-8 (except | ssues 4-6).

[167] Issues4-6 deding with theliability of specific Defendants are subsumed in Issue 3.

Infringement Analysis

[168] Thelaw oninfringement isnot inissue. Section 42 of the Patent Act gives aholder of a
patent the right to exclude others, for the term of the patent, from making, constructing or using the

claimed invention or selling it to othersto be used.

[169] Thereisinfringement if aperson takes the substance of the invention and it does not matter
if the person omits a non-essential feature or substitutes an equivaent for it (Mobil Oil Corp. v.

Hercules Canada Inc. (1996), 63 C.P.R. (3d) 473 (C.A.) at para. 39).
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[170] The burden of proving infringement rests on the Plaintiffs based on the balance of

probabilities. (Lubrizol Corp. v. Imperial Oil Ltd. (F.C.A.) (1992), 45 C.P.R. (3d) 449)

[171] Once the construction and scope of the claim have been determined, as was done in
Section X1, the question of whether the claim has been infringed is a question of mixed fact and
law. The approach to infringement is based upon the purposive construction of the claims (see Free

World, above).

[172] Whilethe Defendants say that only the Corlac retrofit and the integral stuffing boxesarein
issue, the Plaintiffs also claim that the Griffin Enviro stuffing box isinfringing. The Court concludes

that all the Defendants stuffing boxes arein issue.

[173] The Defendants Enviro stuffing boxes function as follows:

- the housing forms a cylinder around the polished rod,;

- the polish rod goes through a hollow spindle or mandrel that rotates along with the
polish rod;

- there is a space between the inner wall of the housing and the outer surface of the
spindle;

- there are “seal carriers’ that hold asedl;

- the seals held by the carrier are stationary and form adynamic sea between the

moving spindle and the stationary sedls;
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- there are open spaces with passages between them;
- the “Polypak” sealsin the Enviro devices are intended to rotate with the spindle and
polish rod and make a* static sed”;

- the spindle of the Enviro stuffing boxes rotates on its bearings.

[174] Asindicated in Exhibit 10, P305, the Corlac integral stuffing box has a hex connection
between the drivehead shaft and the spindle. The female hex is built into the configuration of the

shaft.

[175] Claim 17 isastand alone claim which teaches a method of restraining oil leakagein aPC
pump that includes a) injecting alubricant, b) monitoring aleak passage for leaking oil and c) when
leaking oil is detected, shutting down the pump and replacing at |east those sedl cartridges past

which the oil has |eaked.

[176] The Defendants provided manuals with instructions on how to use the rotating stuffing box.
The operating instruction for the Defendants retro and integral Enviro stuffing boxes providesthe

correct information; the Griffin situation isunclear.

[177] Neither side called customer witnesses and the Court isleft with the only logical conclusion
it can make which isthat customers are more likely than not to follow theinstructionsin the
manuals — particularly sophisticated customers like the oil well operators to whom the products are

directed.
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[178] Theinstruction manual contains the following:
- images of the retrofit and integral units;
- aschematic of the stuffing box; and

- the operating procedures.

[179] ThePaintiffs expert Skoczylas concluded that the Defendants devices have the same
sedling assembly described in Claims 1, 6, 9, 11, 14-16 (although the retrofit units do not include a
drive means as per Claims 15 and 16) and the manuals for the devices teach the practicein

Claim 17.

[180] Dr. Sdant reaches the same conclusions but only with respect to Clams 1, 6, 9 and 11. Even
the Defendants expert Muller concludes that the Corlac devices and the '937 Patent share the same

primary sealing elements and configuration.

[181] The Defendants case against infringement relies significantly on itsinterpretation of the
terms “seal cartridge” and “dynamic seal” (the knife edge corner 92”). Since the Court has not
accepted the Defendants’ efforts to distinguish its devices based on their claim construction and the
Enviro stuffing boxes have the same elements contained in various Claims, it follows that their

devicesinfringe the claim construction advanced by the Plaintiffs and accepted by the Court.
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Claim1

[182] The Defendants defence to infringement liesin the meaning of the terms aready defined by
the Court. The expert evidence confirms that those essential features of the '937 Patent, asthe claim
is construed, appear in the Defendants devices. Therefore, the Defendants' devices infringe

Claim 1 of the '937 Patent.

[183] Claims6, 9, 11 and 13 through 16 of the '937 Patent each depend directly or indirectly on

Clam 1. Since Claim 1 isinfringed, these other Claims are likewise infringed.

Claim6

[184] The additional feature affecting this Claim iswhether the annular wall of the Enviro stuffing
box closes the annular space defined by the cylindrical wall of the housing and the outside surface
of therotating sleeve. The questionis how “closed” is“closed”’. The Enviro stuffing boxes have a
dightly larger gap between the wall and the deeve. That gap isimmateria as the purpose of the
annular wall isto hold the cartridges in place pressed against the annular wall wheretheringis

compressed into arecessin one of the carriers.

[185] Therefore, the Corlac devices have both the “ seal cartridges’ and “annular spaces’ described

in Claim 6. Claim 6 isinfringed.
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Claims9and 11

[186] Claims9 and 11 require“aplurality of packing elements compressed within said annular
cavity”. While the Defendants say that this refers only to conventional static packing, the Court has

not agreed with that construction of the Claim.

[187] Theterms used encompass U cups and U seals such as the Polypaks used by the Defendants.

The terms are not limited to axial compression by a third member.

[188] The evidence establishesthat the Enviro stuffing boxes have Polypak sealsthat are
compressed into the annular space at the top of the deeve to form a static seal and achieve the same
function as the packing in the preferred embodiment of the '937 Patent by pressing radially against

therod.

[189] The evidence aso establishesthat a Skilled Person would contemplate U ring seals as

“packing”; thusthe term is not restricted to one type of packing so long asit fulfillsthe function in

the same way as outlined in the '937 Patent.

[190] Therefore, Claims 9 and 11 areinfringed in at least two aspects.

[191] The Paintiffs have withdrawn their assertion that Claim 13 has been infringed.
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Claims 14-16

[192] Both Claims 14 and 15 depend on Claim 1 and to that extent they are infringed. The other
feature iswhether the two-part deeve used by the Defendants’ integral devices performs the same

function, in the same way, to achieve the same result as the two-part deevein the '937 Patent.

[193] The Paintiffs have not made out any case that the retrofit device infringes these clams.

[194] The Defendantsrely on the fact that the integral units do not have a framework that includes

external thrust and radia bearings, nor does the Corlac deeve drive the rod.

[195] However, intheintegra model, the spindle is connected to the hollow drive deeve with a
hex connection to form a single two-part second member that is supported for rotation by thrust and
radial bearings. The spindle has a drive means connected to it for receiving drive torque and has

connection means alowing the rod to be supported by the second member.

[196] Thereissome distinctionin form between the integral unit and the '937 Patent (for example,
the bearings are located in the annular space and are not external to the stuffing box or positioned

within an attached framework).

[197] However, these are distinctions without a difference. Once the two shafts of the Corlac unit
are connected by means of the hex connection, they act as a unit to transfer torque. The combined

hollow shafts operating as a unit transfer torque to the rod. The Corlac unit issimilar to Figures 1
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and 2 of the '937 Patent. Therefore, the distinctions relied on by the Defendants are merely of form

not substance.

[198] Therefore, Claims 14-15 areinfringed in at least two ways by breach of Claim 1 aswell as
on their own terms. Claim 16 relies on Claim 9 which has been infringed and is also infringed on its

own terms.

Claim17

[199] Tothe extent that Claim 17 impartsthe terms “sedl cartridge’” and “dynamic seal” as
construed with respect to Claim 1, Claim 17 isinfringed. However, Claim 17 is amethod for
restraining oil which involves monitoring aleak passage to determine when sealsfail. Thisinvolves
leaving aleak passage open; the Corlac devices are closed. Claim 17 isamethod claim but the
Plaintiffs concede that they do not have evidence of actual use of the method. They rely on the
adverse inference from the Defendants' failure to call evidence to counter the obvious conclusion

that customers would follow instructions. They also rely on expert evidence to the same effect.

I nfringement Conclusions

[200] Asindicated at the beginning of these Reasons, the absence of direct evidence from one or
more employees of the Defendants was startling. There was no corporate evidence asto the
development of the Defendants’ devices, the knowledge of competing devices, efforts to create a

differentiated product or anything else to suggest that there was no intended infringement.
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[201] What isevident isthat Glenn Schneider, the head engineer of what became Wesatherford PC
Pump Ltd. which designed rotating stuffing boxes, |eft his employment shortly before GrenCo
licensed his employer. Schneider joined Corlac Equipment and Corlac Equipment began the

manufacture and sale of infringing product.

[202] Thetiming of the change of jobs, the nature of the competitive market for this product then
and later and the timing and similarity of the Corlac products calls out for an explanation. Absent an
explanation and given the Plaintiffs evidence of infringement, the Court can and does draw the
conclusion that Corlac intentionally set out to create a product which they knew or ought to have

known would infringe the '937 Patent.

[203] The Court draws an adverse inference from the failure to call any evidence to explain these
actions. Theinference is that such evidence would not have assisted the Defendants, indeed in this

case it would have more likely than not confirmed the Plaintiffs alegations.

[204] Therefore, Clams1, 6, 9, 11, 14, 15, 16 and 17 have been infringed by the Defendants.

Liability Issues

[205] Asto whether the Defendantsinduced third parties, the customers, to infringe the '937
Patent, as distinct from the Defendants' own liability for infringement by manufacture and sale,

there was no evidence before the Court from any customers. It is only common sense that sales were
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made to customers. The amount of sales and related financial information has been bifurcated from
this phase of the litigation which in some respects may limit the Court’ s assessment of the extent of

any inducement by the Defendants.

[206] Inany event, the Court, having found that there has been infringement by one or more of the

Defendants, finds the answer to Issue 3 is affirmative.

[207] Astotheissue of joint and severd liability with respect to Corlac Equipment and Corlac, the
discovery evidence read-in at tria established that Corlac was the parent company of Corlac
Equipment, owned all the shares and exercised control over the operations of Corlac Equipment and
Corlac Equipment (1998) Ltd. The major shareholder of the Corlac group of companies, Dan

Echino, was also President and Director of Corlac and Corlac Equipment.

[208] Corlac Equipment manufactured and sold the drive heads and the stuffing boxesinissuein

thislitigation.

[209] Theintegrated operations and business of the Corlac group of companiesis evident from not
only the common control but the fact that such items as manufacturer’ s label were firstly in Corlac’s
name, then that of Corlac Equipment’ s and drawings of the infringing stuffing boxes and associated

parts lists were under Corlac’ s name.
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[210] Further, stuffing box invoices and work orders were on Corlac Equipment’ s letterhead and
stuffing box sales orders were under Corlac’ s name from 1999-2001. Finally, the audited
consolidated financia statements of Corlac included the earnings and expenses for the sales of

rotating stuffing boxes.

[211] The Paintiffs have raised areasonable basis from which to conclude that the Corlac group
of companies arejointly and severally liable by virtue of common direction and control and benefit

from the infringement of the '937 Patent.

[212] Asheldin Nedco Ltd. v. Clark et al (1973), 43 D.L.R. (3d) 714 at paragraph 19, which
decision was cited with approval in Northeast Marine Services Ltd. v. Atlantic Pilotage Authority
(1995), 179 N.R. 17 (F.C.A.), acourt will “pierce the corporate veil” to find joint and several

liability where one corporation is controlled by the other to the extent that they operate as a unit.

[213] The Defendants, again as with respect to the issue of infringement, put no witness forward
to show the absence of control and dominance of the Corlac group. These Defendants werein the
best position to put forward that evidence and in the context of this case, the Court is prepared to

draw the adverse inference that such evidence would be harmful to these Defendants.

[214] With regard to the National Oilwell defendants, in addition to the common control, direction
and benefit from Corlac’ sinfringing activities, they are jointly and severally liable on arelated

basis. NOC purchased the shares of Corlac Equipment from Corlac Inc. on November 20, 2003. It
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was advised by Corlac of GrenCo's claim for infringement prior to making the acquisition. NOC

then amalgamated with Corlac Equipment on January 1, 2004.

[215] Having amagamated, Corlac Equipment continues as a corporation under NOC with all its
assets and liabilities including those in respect of the infringement. (See R. v. Black & Decker
Manufacturing Co., [1975] 1 S.C.R. 411). Black and Decker was cited in Hoffmann-La Roche Ltd.
v. Canada (Minister of Health), 2005 FC 1415 for the proposition that under Canadian law after
amal gamation two separate corporations continue as one. The British Columbia Supreme Court
smilarly interpreted the case in Shoal Point Management Ltd. et al v. ICl Canada Inc., 2006 BCSC
857. The Court there also cited a Supreme Court of Canada case where the Court refused to
overturn the lower Court’ s finding that an amal gamation agreement which agreed to all liabilities,
duties and obligations “immediately proceeding amalgamation” did not limit liability:
16 Generaly, an entity that results from the amalgamation

of companies carries with it the liabilities of the

previous entities subject to the applicable legidation: R.

v. Black & Decker Manufacturing Co., [1975] 1 S.C.R.

411; British Columbia Hydro & Power Authority v.

British Columbia (Environmental Appeal Board),
[2005] 1 S.C.R. 3, 2005 SCC 1.

[216] National Oilwell Incorporated (NOI) isthe ultimate parent of the amalgamated NOC.
NOC' sfinancia results are reported as part of NOI’ sfinancid filings. Therefore, absent any
contrary persuasive evidence, NOI is the beneficiary of NOC' s activitiesincluding its infringing

activitiesand liable for the consequences thereof.
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[217] NOI isultimately responsible for the activities of its subsidiaries including NOC.

[218] The evidence establishesthat NOI controlled NOC and was the beneficiary of itsinfringing
activities. The precise nature and extent of the benefitsis an issue of damages and the Court reserves
its further comments on the extent of NOC and NOI liabilities until that phase of thislitigation is

concluded and where atracing of profits or disgorgement may be aremedy sought.

[219] The Nationa Oilwell Defendants put in no evidence to counter the evidence of common and
complete control by NOI, nor any evidence that NOC and NOI were not beneficiaries of the
infringing activities. The Court isthen left to draw the adverse inference that the failure to do so

confirms that the Plaintiffs pleaasto joint and several liability is correct.

[220] The Court concludesthat Corlac and Corlac Equipement are jointly and severally liable for
infringement; that Nationa Oilwell Inc. (now National Oilwell Varco Inc.) isjointly liable with
National Oilwell Canada Ltd. Due to the amalgamation consequences of NOC and Corlac

Equipment, the Defendants are jointly and severaly liable with each other for infringement.

Limitation Periods

[221] The Defendants have pleaded that the Plaintiffs' claim for infringement is statute barred or
limited by reason of the limitation periods cited in paragraph 20 of the Second Amended Statement
of Defence and Counterclaim. That paragraph cites the Patent Act, the limitation legidation of each

province and territory (except Nunavut) and that of the Federal Courts Act.
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[222] Therelevant legidation isthe Patent Act, R.S., 1985, c. P-4, s. 55.01.:

55.01 No remedy may be 55.01 Tout recours visant
awarded for an act of un acte de contrefagon se
infringement committed more  prescrit a compter de six ans
than six years before the de lacommission de celui-ci.

commencement of the action
for infringement.

[223] The Defendants by their own argument concede since the earliest of the consolidated actions
that had the Statement of Claim issued July 6, 2001, the Plaintiffs are only statute barred from any

remedies that may exist prior to July 6, 1995.

[224] Astheinfringing activities of Corlac and/or Corlac Equipment commenced in late 1999-
early 2000, thereisno real issue asto limitation periods. The six-year limitation period does not bar
the GrenCo/Grenke Plaintiffs claim, as made, in respect of the Corlac companies or of Nationa

Oilwell companies.

Entitlement to Action and Remedies

[225] The Defendants positionisthat because Art Britton was the true inventor/owner of the '937

Patent and the Plaintiffs had no assignment from him, they had no right to commence this action.
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[226] For the reason set forth in the following section “ C — Inventorship of the '937 Patent”, Art
Britton is neither “the” nor “an” inventor of the '937 Patent nor was he entitled to ownership of the

Patent. Any assignment of hisrights therein to the Defendants was devoid of substance.

[227] The Defendants contend that the actions of the Plaintiffs, most particularly Grenkein his
dealings with the Patent Office in removing Tofts as an inventor, ought to deprive the Plaintiffs of

any entitlement to equitable relief particularly injunctive relief.

[228] Asoutlined in Section D — Validity of the '937 Patent, while Grenke' s conduct rai ses issues,

it isnot such asto disentitle him from his ownership of the '937 Patent.

[229] Theissuance of injunctiverelief isnot only a benefit to a successful party but in the public

interest to ensure the enforceability of the Canadian patent system.

[230] The precise nature of other remedies, damages, disgorgement and other relief must await the

damages phase of thislitigation.

[231] Whatever the dealings of Grenke, the fact remains that the Defendants infringed and
continue to infringe the '937 Patent. They have used a stuffing box design, subject to some small
changes as to packing, connecting apparatus and inconsequential placement of seals, which isthe

same as the Grenke design.



Page: 71

[232] The Defendants have continued to profit from the sale of the infringing articles and would

continue to do so unlessinjunctive typerelief isavailable. Their actions are unjustified and

egregious.

[233] The Defendants have not yet advanced any other arguments to disentitle the Plaintiffs from

equitable relief.

[234] ThePaintiffsare entitled to maintain their action and to obtain equitable relief. Issue 8 is

answered in the affirmative.

X, C. INVENTORSHIP OF THE '937 PATENT

[235] Issue 9 under this heading concerns whether one or more of Ed Grenke, Art Britton, Walter
Torfs, Michael Engelen and/or Andreas Reincke are inventors of the subject matter described and
claimed in the '937 patent. There appears to be no shortage of people who had some involvement
with the '937 Patent and who now seek the credit and more tangible benefits of being “the” or “an”

inventor of this patent.

[236] Thekey precedent on the issue of determining who is an inventor is Apotex Inc. v. Wellcome
Foundation Ltd., [2002] 4 S.C.R. 153 which requires a court to determine “who was responsible for
the inventive concept”.

97 Section 34(1) requiresthat at least at the time the patent

application isfiled, the specification "correctly and fully describe the
invention ... to enable any person skilled in the art or science to
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which it appertains.... to ... useit”. It istherefore not enough to have a
good idea (or, aswas said in Christiani, supra, at p. 454, "for aman
to say that an idea floated through his brain"); the ingenious idea
must be "reduced ... to adefinite and practica shape” (ibid.). Of
course, in the steps leading from conception to patentability, the
inventor(s) may utilize the services of others, who may be highly
skilled, but those others will not be co-inventors unless they
participated in the conception as opposed to its verification. As
Jenkins J. notesin May & Baker Ltd. v. Ciba Ltd. (1948), 65 R.P.C.
255 (Ch. D.), a p. 281, therequisite "useful qualities’ of an
invention, "must be the inventor's own discovery as opposed to mere
verification by him of previous predictions’.

98 Morerecently, in Henry Brothers (Magherafelt) Ltd. v. Ministry
of Defence and the Northern Ireland Office, [1997] R.P.C. 693 (Pat.
Ct.), in response to a submission that an invention could be divided
into contributed elements and patents awarded accordingly, Jacob J.
stated, at p. 706:

| do not think it isright to divide up the claim for an
invention which congists of a combination of
elements and then to seek to identify who contributed
which element. | think the inquiry is more
fundamental than that. One must seek to identify who
in substance made the combination. Who was
responsible for the inventive concept, namely the
combination? [Emphasis added.]

[237] Germaneto thisissueisthe Supreme Court’ s conclusion that a person who contributes to
the inventive concept may be a co-inventor while those who help the invention to completion, but
whose ingenuity is directed to verification rather than origina inventive concept, are not co-

inventors.

[238] The burden of proof of co-inventorship rests on the party asserting the claim to sharing in

the inventorship. In the present circumstances the Defendants had the burden of proof that on a
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balance of probabilities, one or more of Britton, Torfs, Engelen and/or Reincke were “an” or “the”
inventor of the '937 Patent. The Defendants must undercut Grenke' s claim to inventorship (as

opposed to ownership — the two are not synonymous).

[239] Itisimportant on thisissue, as explained in Apotex, above, at paragraph 85, that the
“Iinventor” is not just a person who comes up with ageneral idea or thesis. The inventor must have
reduced the idea or thesisto a definite and practical shape by building it as described or by fully

describing how it will be practised - showing that there is utility in the claimed invention.

[240] Whilethe same analytical issue arises whether the invention is a combination patent or not,
it isthe combination itself which isthe novelty not the elements of it. Asheld in Lovell
Manufacturing Co. v. Beatty Brothers Ltd. (1962), 41 C.P.R. 18, even where certain elements have
been contributed by persons other than the inventor named, this would not make them joint

inventors of the combination.

[241] The Defendants have taken the approach of breaking down the '937 Patent into various
elements, the rotating deeve, the U ring seds, various arrangements and then attributing
contribution by various persons to each of these e ements. Thisis an approach which runs contrary

to that laid out in Apotex, above.

[242] The ascribed contributions are based on witnesses' recollection of what was said, or not

said, on dates certain or approximated — in few instances is there documentary or other
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corroboration. The Defendants try to put Grenke in the role of nothing more than an “assembler” of

others contributions.

[243] The better approach is to examine the evidence as awhole taking account of the “selective’

memories, the dimness of recollection and the genera absence of documents.

Edward Grenke

[244] Grenke' sevidenceisthat he came up with key concepts (a) sealing over arotating shaft, (b)
having multiple leak passages, and (c) including the system integrally with a drive shaft. He
acknowledged that others made suggestions but it was he who made the choices of options,

determined how the invention should function, and made it function.

[245] Thebasic thrust of Grenke' s evidence is supported by such actions as his visits to Germany
to meet with Merkel and Flenders. It was he who led the charge in this case, not Britton. It was he
who sought out others for advice, not the other way around. The Court accepts his version of these

events as more likely to have happened than other propositions advanced by the Defendants.

[246] Grenke srolein coming up with the ideaand turning it into a practical device is supported
by the documents. Set out below are the drawings from three inter-related exhibits — Exhibit 10,

P144; Exhibit 10, P145 (page 2) and Exhibit 10, P147.
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Exhibit 10, P144 (February 1991)

Exhibit 10, P145 (page 2) (March 26, 1991)
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Exhibit 10, P147 (April 22, 1991)
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[247] Theevidenceisthat Grenke had his son, Wes (an architectura draftsman), draw a diagram
showing an annular space to accept dynamic seals surrounding a rotating shaft or mandrel

(Exhibit 10, P144).

[248] Following Grenke' sfirst visit to Merkel, Engelen sent some suggestions for what wasin the
first diagram but this second diagram (Exhibit 10, P145 (page 2)) shows Grenke' s handwritten

changes.

[249] Thefina diagram, Exhibit 10, P147, created under Grenke, was used in the manufacture of

thefirst prototype unitsin the first half of 1991.
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[250] Thereisother documentary evidence showing Grenke' s work on the sed system integrated
with the Flenders' gear box, which gear box work was performed with Torfs. Grenke made a sketch

of what the system looked like (Exhibit 10, P153) and then had his son put it into proper formin

July 1992 (Exhibit 10, P158).

Exhibit 10, P153
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Exhibit 10, P158
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[251] Given some of the issues surrounding thefirst integral sealing units made by Grenke, it was
Grenke who redesigned the unitsin late 1992 and early 1993 to incorporate flanged U rings and two

leak passagesin the cylindrical portion of the housing as well as a passage in the flange.

[252] The documents support Grenke' s evidence that it was he who came up with the three

aspects of the '937 Patent referred to in paragraph 244.

[253] The Court concludes that Grenke was “an” inventor of the ‘937 Patent. The other persons

identified by the Defendants (except in the special case of Torfs) as co-inventors are not.
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[254] With the exception of Torfs, none of these other inventor claimants asserted any claim of
co-inventorship at the Patent Office. Indeed they never asserted the claim against each other. None
of Britton, Reincke or Engelen said that they were inventors with each other. None took any legal

actionsto enforce their claim, either within any limitation period or otherwise.

Andreas Reincke

[255] Reincke, who did not claim to be an inventor, suggested to Grenke that he use alternatives to
the rope type packing in the prototype units. As an employee of Merkel, Reincke steered Grenke to
Merkel products, a situation entirely satisfactory to Grenke. However, the '937 Patent, properly
construed, did not include any claims directed to the particular packing suggested by Reincke and

he did not co-invent the '937 Patent.

Michadl Engelen

[256] Engelen, who wasthe seal expert at Merkel, made a proposal asto the appropriate sealsto
usein the annular space shown on the drawing (Exhibit 10, P144) sent by Grenke. His proposal was
related to the type of dynamic seals not the concept of using dynamic sealsin the annular space to
sedl around the rotating deeve. The seals proposed by Engelen came from Merkel’ s standard

catalogue as did the proposal for aseal carrier.
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[257] Although Engelen met with Grenke, it was Grenke who made the changes to the proposal
that eventually led to the design to be tested. Figure 3 in the '937 Patent included several variations

by Grenke of what Engelen had originally proposed.

[258] While Engelen discussed with Grenke the possibility of using multiple leak detection
passageways, he confirmed that at that time, April 1991, the prevailing view was that asingle leak

detection port was sufficient and having more than one such port had several disadvantages.

[259] Engelen’ s suggestion of flanged U rings as an dternative is not relevant as the clams
regarding these rings are not asserted against the Defendants. However, the evidence on this point is
that Grenke made the selection of the standard flange arrangement from the various proposals made
by Engelen and that Merkel employees were unsure as to whether its sealswould work in the

concepts which Grenke had.

[260] The Court concludes that while Engelen made some suggestions, he did not contribute

“inventive concepts’ and cannot be considered as a*“ co-inventor”.

Art Britton

[261] The other person, on some basis, said to be the inventor or a co-inventor of the '937 Patent is
Britton. His complaint against Grenke, his allegation that in effect Grenke stole his idea, goes back
to the allegation that Grenke copied Britton’ s idea which was outlined on some sort of board in

Britton’ s office at Elk Point in late 1990/early 1991. The attempt by the Defendants to have Britton
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draw what was on his office board at the time is extremely tenuous evidence. The exhibit, D-19,
was drawn by Britton from memory asif it wasa“parlour trick” but his evidence on this aspect was

inconsistent with pre-trial evidence.

[262] The Defendants claim isthat Britton is responsible for the idea of rotating the packing with
the polish rod using the sleeve and sealing outside of that deeve. However, in thefal of 1990, H&R
Valve had asimilar idea of moving the packing with the rod which likely was the genesis of the

concept and what may have been in Britton' s office (if anything).

[263] Moreover, the Defendants cannot establish that Grenke took that concept. At the best there
was a concept, an idea, but there is no patent in an idea. H& R Vave had not been able to make the
concept work and it is evident that Britton had no idea how to go about giving the concept

functionality.

[264] Before Britton met with Grenke in January or February of 1991, neither Britton nor anyone
in his EI/CI group at Amoco had a concrete idea about how to solve the leakage problem plaguing

the heavy oil industry.

[265] Britton's evidence on the eventsin and around Fall 1990 to Spring 1991 is vague,
inconsistent and unreliable. Other ex-Amoco witnesses could provide no corroboration of Britton’s
account. His subsequent actionsin preparing avideo in March 1990 which makes no reference to

his design and his failure to take a copy of hisdesign to Germany in April 1991 is not consistent
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with his claim that he had the idea and the method behind the '937 Patent. Asindicated earlier,
Britton’ s animus against Grenke distorts his recollection of events and his evidence at trial was not

convincing.

[266] Britton was careful and not open in his dealings with Grenke in 1991. Britton had prepared a
first video for the Germany meeting to outline the nature of the problem. He then had a second
video prepared which was never shown to Grenke. That video gave credit to Britton’s alleged

efforts but airbrushed out GrenCo and Grenke.

[267] Britton claimsthat he had some type of arrangement or contract with Grenke to share in the
inventorship, if not the ownership, of what became the '937 Patent. However, Britton was hired by
GrenCo as a salaried sales manager from October 1991 to August 1995 with no mention of

inventions or rights therein.

[268] Thereisno doubt that Britton had ideas and that he saw a market for finding a solution to
the stuffing box |eakage problem. So did Grenke. Britton even went to GrenCo’ s competitor

Highland/Corod in 1991, prior to joining GrenCo, to seek a partner in devel oping a solution.

[269] The relationship between Grenke and Britton while Britton was an employee could be
charitably characterized as“ careful”. Any response by Grenke to Britton’ s inquiries about patents

and participation were non-committal. It is evident that Grenke had no intention of sharing anything
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about the inventorship or ownership of the '937 Patent with Britton — afact which Britton knew for

aconsiderable period of time.

[270] Thefact remained that Britton never had an arrangement for sharing in the patent and his
most direct ex post facto attempt in 1995 to claim a meaningful role in the development of the

patent was rebuffed by Grenke.

[271] When Britton resigned, his resignation letter made no mention of patent rights, inventorship
royaties or ownership. He took no steps subsequent to 1996 when he left GrenCo to assert any
rights or claims with respect to the '937 Patent when he knew or ought to have known that Grenke

was pursuing this path including seeking patent protection without any recognition of Britton.

[272] The Court concludes that Britton has no claim to inventorship and/or ownership in whole or

in part to the '937 Patent.

Walter Torfs

[273] The evidence regarding Torf’s contribution to the '937 Patent is more enigmatic. The Court
is asked to divine from snippets of documentary evidence and hazy recollections of others, since
Torfsunfortunately is deceased and the trade mark agent Reider wastoo ill to testify, that Torfswas

“an” inventor of the '937 Patent.
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[274] Given Torfs expertise with drivehead assemblies, it isimprobable that he was the source of
inventiveness for the sealing assembly which was Grenke' s area. Even Britton, who interestingly
does not claim co-inventorship with Torfs, cannot recall Torfs making specific suggestions with

respect to the sealing arrangements.

[275] Although Torfs gave Reider his own drawings of the sealing assembly, the key aspects of
Torfs drawings came from Grenke and Torfs drawings were consistent although not identical to

those of Grenke.

[276] The most opague area s the contribution to the integration of the GrenCo sealing assembly
with the drivehead. The evidence establishesthat it was Grenke who initiated the work on the
integration of the drivehead commencing with his effort to locate Torfs at the Hanover trade show
in April 1991. But it was Torfs who had the drivehead expertise and was essentia to any integration

efforts.

[277] The Defendants placed considerable emphasis on an undated hand drawn sketch purportedly

made by Torfs (Exhibit 10, D341, page 1008) shown below:
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The sketch presumably shows more than one leak passage in the sealing assembly. The Defendants

use this document to suggest that Torfs came up with the idea for multiple leak detection points.

Thisisinconsistent with Manicke' s evidence that Britton came up with theidea— an idea for which

Britton himsalf makes no claim.
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[278] The only witness who tries to guess at the documents (and others related to it) and the
significance thereof is Manicke. No one from Flenders was called to explain what isin redlity the
property of Flenders, Torfs employer. Manicke' s evidence on thisis unreliable and involved guess
work. He recalls a meeting discussing multiple leak detection passageways, arecollection said to be
stimulated by seeing the drawing. No one else supposedly at this meeting testified on the point and

the substance of the meeting was never put to either Grenke, his son Wes or even Britton.

[279] Magda Torfswas called and, asindicated, she wasintent on preserving her husband’' s good
name. However, her identification of two arrow figures on the exhibit as being in her husband's
handwriting adds nothing to what they signify — she simply did not know what any of the writing

meant.

[280] Everything about this document and a great deal of whatever else was said about Torfs
contribution to the '937 Patent was speculation. It does not meet in and of itself the burden put on

the Defendants to show that someone else, Torfsin this case, was a co-inventor.

[281] Wereit not for Grenke' s arrangement with Torfs that they would share in the patents
equaly, the Court would be uncomfortable with concluding that Torfs contributed any creative
concept to the '937 Patent itself. However, Grenke cannot resile from that arrangement and his
efforts to do so are considered later with respect to misrepresentation to the Patent Office.
Moreover, Torfs as acontributor in the area of drive heads on an integral unit is consistent with a

conclusion that hewas “an” inventor.
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XIV. D. VALIDITY OF THE '937 PATENT

[282] The Defendants raised anumber of challengesto validity of the '937 Patent including
anticipation more than one year prior to the filing date, obviousness on the same basis,
misrepresentation in the Patent petition by Grenke, misrepresentations by Torfs, abandonment of the
Patent by reason of not acting in good faith in dealings with the Patent Office and lastly ambiguity

in the clam. These matters are covered in |ssues 10-15.

Disclosure more than One Year prior to the Filing Date

[283] The Defendants claim that the '937 Patent was anticipated because its subject matter was
disclosed to the public contrary to s. 28.2(1)(a) of the Act as early as April 1991 a) during thetrip to
Merkel, b) to Flenders Canada and c) from as early as June 21, 1991, to Amoco and other non-
Amoco personnel when arotating stuffing box was installed at Elk Point, and to the oil industry and
to Pan Canadian in particular. The Defendants also claim that a number of prior publications

disclose the subject matter of the Patent claims.

[284] Thereisno rea issue between the parties on the legal principlesto be applied to whether the
'037 Patent was anticipated. Section 28.2(1) sets out the basic principles:

28.2 (1) The subject-matter 28.2 (1) L’ objet que définit
defined by aclaminan larevendication d’une
application for a patent in demande de brevet ne doit pas:
Canada (the “pending
application”) must not have
been disclosed



(a) more than one year before
the filing date by the applicant,
or by a person who obtained
knowledge, directly or
indirectly, from the applicant,
in such a manner that the
subject-matter became
available to the public in
Canada or elsewhere;

(b) before the claim date by a
person not mentioned in
paragraph (a) in such a manner
that the subject-matter became
available to the public in
Canada or elsewhere;

(c) inan application for a
patent that isfiled in Canada
by a person other than the
applicant, and has afiling date
that is before the claim date; or

a) plusd un an avant la date de
dépdt de celle-ci, avoir fait, de
la part du demandeur ou d’un
tiers ayant obtenu de lui
I’information a cet égard de
fagon directe ou autrement,

I’ objet d’ une communication
qui I’arendu accessible au
public au Canadaou ailleurs;

b) avant la date de la
revendication, avoir fait, dela
part d’ une autre personne,

I’ objet d’ une communication
qui I"arendu accessible au
public au Canada ou ailleurs;

) avoir été divulgué dans une
demande de brevet qui a été
déposée au Canada par une
personne autre que le
demandeur et dont |a date de
dépbt est antérieure ala date
delarevendication de la
demande visée al’ alinéa (1)a);
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[285] There are two aspects which the Defendants must establish to succeed as outlined in Apotex

Inc. v. Sanofi-Synthelabo Canada Inc., 2008 SCC 61.

1.

2.

the prior publication must disclose subject matter that would infringe the claim at

issueif practised —“what would infringe if later, anticipatesif earlier”.

the prior publication must enable a person skilled in the art to practise that subject

matter without undue trial and error.
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[286] At the disclosure stage, the skilled person is deemed to be trying to understand what the
author meant in the description of the prior art publication. There is no reason for tria and error or

experimentation but smply reading for purposes of understanding.

[287] At the enablement stage, following disclosure, a certain amount of trial and error or

experimentation is permitted to get the subject matter to work.

[288] The skilled person may use common general knowledge to supplement information

contained in the prior publication but not to the extent of undue burden or inventive steps.

[289] Germaneto theissue of anticipation isthe principle that a prior unrestricted sale may

congtitute anticipation. The subject matter hasto “become available to the public in Canada or

e sawhere’.

Disclosure to Amoco/Pan Canadian

[290] The Defendants have alleged that salesto Amoco and Pan Canadian were made more than
one year prior to thefiling date. As such, the Defendants have aleged invaidity due to obviousness,
anticipation and deemed abandonment by virtue of failure to disclose the sales to the Commissioner
of Patents. The issue of those salesis addressed below and the findings apply to al theissuesin

which these sales have been raised.
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[291] The Defendants have alleged, both under a claim of obviousness, anticipation and
abandonment by reason of failureto disclose prior art, that the sales of stuffing boxesto Amoco and
Pan Canadian in 1991 and 1992 constituted disclosure to the public more than one year prior to the

patent filing.

[292] A single sale can constitute public disclosure, as held in Baker Petrolite Corp. v. Canwell-
Enviro Industries Ltd. (2002), 17 C.P.R. (4") 478 (FCA). Theissueis not the saleitself but what
flowsfrom it — disclosure of the invention. The relevant issue here is the circumstances of that

disclosure and whether such disclosure wasto the public.

[293] The evidence on whether the sales were subject to some form of confidentiality obligation
or limitation on disclosure is somewhat inconsistent. Generally those “in the field”, working on the
wellhead equipment, thought that they could say or do anything they wanted with any of the
knowledge of the stuffing box invention, those further up the corporate chain recognized the need
for confidentiality, the obligation not to disclose and the limitations continued even where the

companies had been invoiced for the product.

[294] The relationship between Amoco and Grenke was closer than that of Pan Canadian but each
of those companies was engaged in a“ common cause” to find away to eliminate leakage from
stuffing boxes. It was essentid in finding the solution that products be tested and proven. There
were no test facilities available to Grenke, as was apparent to the two companies. The only way to

establish utility, to make necessary improvements on design and to finalize the invention to be
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patented was to engage in field tests. This was obvious to both companies and both had an interest

in the eventual perfection of the invention.

[295] In Amoco’s case, it was involved with Grenke in the creation and showing of avideo
outlining the problems faced and to be shown to Merkel. Britton, acting for Amoco, attended a
meeting with Merkel aswell for the purpose of development of the invention. Amoco’ s assistance

wasintegral and essential to proving the invention.

[296] The unitsin question, the retrofit models, were alimited production of six to eight. Units
were sold to each of Amoco and Pan Canadian at atime when Grenke continued to work on the
product development based in part on feedback from the companies on how the units were
performing in the field. Even Britton acknowledged that testing on the units extended into mid-

1992.

[297] It may have been unwise for Grenke not to have established a confidentiaity regime with
Amoco and Pan Canadian but given the nature of the cooperative working arrangement, it was not
unreasonable for him to believe that he had no fear that disclosure would permit Amoco and Pan
Canadian to do with the product what they wished — including producing their own. Nor would he
have reason to believe that disclosure to those companies was for anything other than alimited
purpose and certainly not a disclosure to the public. Both companies behaviour was consistent with

Grenke' sview of the confidentiality of the product.
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[298] Asheldin Lac MineralsLtd. v. International Corona ResourcesLtd., [1989] 2 S.C.R. 574, a
relationship of trust and cooperation is afactor in determining whether a communication takes place
with an expectation of confidence. That type of relationship existed here as between Grenke and

Amoco and Grenke and Pan Canadian.

[299] Again, referring to Lac Minerals, industry practice may be considered in determining what
reasonabl e expectation parties may have regarding confidentiality and how the parties may behave

asaresult.

[300] Industry evidencein this case confirmed that parties acting in acommon cause and those
using prototypes or proposing tentative solutions expected and received confidentia treatment. This
is consistent with ethical business practices, acknowledged to be part of the modus operandi of both
corporations, and particularly the case where parties are facing a common problem, local in nature
at thetime and in field operations in remote areas where the sense of interdependence may be
heightened. That degree of dependence and thus of good faith is elevated by the working

circumstances.

[301] While personnel in the maintenance departments may have felt no compunction to speak
about the products, especially among their colleagues in the area, supervisors such as Ron Johnson,
District Foreman of Amoco, recognized that the units were prototypes under test with Amoco. He
expected that his Amoco people would keep those units (or at least their internal workings) within

the Amoco group of personnel.



Page: 93

[302] There was oneinstance of an Amoco presentation on the Grenke units made to 30-50 people
at acommunity hall outside the Amoco facility. The evidence is not sufficiently precise and
persuasive that what was disclosed was the essence of the invention. The fact that the units were
being tested by Amoco was well-known in the area; a testament to the close rel ationship between

Grenke and Amoco but that knowledge is not disclosure of the invention itself.

[303] While Pan Canadian did not work as closdly with Grenke as Amoco in the development of
the stuffing box, the Defendants in their submissions rely on largely similar factual basisto clam
that the sale on April 30, 1992 (more than one year before the filing date) was a disclosure to the

public.

[304] Whilethereis some debate about the actua delivery date and the documentation supporting
asde earlier than one year was not entirely complete, it is clear that at sometime at least as late as
April-May 1992, Britton disclosed the inner workings to Pan Canadian representatives negotiating

the purchase of the units.

[305] Given that Pan Canadian wasin asimilar situation as Amoco, with the same problem,
seeking the same solution and knowing that Grenke was working on that solution, the disclosure to
Pan Canadian was intended to be limited to Pan Canadian. Thisis afact which Pan Canadian knew

or ought to have known. There is nothing to suggest that Pan Canadian saw this disclosure as
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anything other than for alimited purpose related to development of the commonly sought solution

to the stuffing box problem.

[306] Itisevident that Grenke did not disclose the information (or permit Britton to discloseif he
ever had that permission) to either Amoco or Pan Canadian with aview that it was a public
disclosure nor was he reckless in the matter of disclosure. Under al the circumstances, he had good
reason to believe that the essence of hisinvention would not be disclosed to the public and until he

was ready to do so and in fact that was the case in respect of both corporations.

[307] The Defendants aso rely on what they describe as disclosures to third parties—rig crews,
flush-by crews, service crews and even casua observers— occurred when the units were installed
and serviced at Amoco and Pan Canadian. There is no evidence of what these people were told
about the inner workings of the units or what they observed. Observation of the assembled unit, as

presented as Exhibit P-28-A, would disclose nothing about the internal workings.

[308] The Defendants have strenuously argued that the prototype units contained all the essential
embodiments of the '937 Patent and therefore disclosure of the prototype was disclosure of the
invention. Considerable relianceis placed on Grenke' s admissions on discovery that the prototypes

had all the essential elements and the opinions of the Defendants experts.

[309] The Paintiffs have attempted to resile from the discovery admission without leave of the

Court. Since the Defendants knew of the Plaintiffs' changed position and admissions at discovery
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are matters which can be withdrawn, the Court fails to see much merit in the Defendants' position.
Moreover, the admission isone at least of mixed fact and law, an areawhere awitness has limited
ability to comment. What is germaneis that Grenke believed that with the prototype he had
essentially solved the problem of |eaking stuffing boxes. The balance of work to the final design
was improvements but they were significant. There is a difference between believing that one has
the solution to the problem and finalizing the design and function so that the invention operates as

intended. Grenke' s admissions must be seen in that light.

[310] Tothe extent that the Defendants position relies on its expert evidence versus that of the

Plaintiffs, for reasons earlier stated, the Court prefersthe Plaintiffs expert evidence.

[311] Theresolution of the issue of the early disclosure has been based on the assumption or
presumption that the disclosure of the prototype was the disclosure of the invention. That disclosure
did not congtitute obviousness or abandonment (as pleaded by the Defendants) because the

disclosure was not to the “public”.

[312] The Defendantsrely upon the disclosures to Merkel and Flenders Canada prior to April
1991 as one of the basis for aleging anticipation. Whatever the state of the subject matter prior to
April 1991 — whether it was patentable or not — Grenke and GrenCao’ s relationship with both Merkel
and Flenders was such that any disclosure was subject to aduty of confidentiality, and no such

disclosure could be considered as making the invention “avail able to the public”.
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[313] Inthe case of Merkel, it was working with a customer to help with solutions and to sell its
own products with the common object of finding some solutions to the stuffing box problem. To
suggest that Merkel could legally take the Plaintiffs' ideas and work and use them asits own is not
sustainable. Merkel did not have that right and never claimed it had any such right. Thereisno

evidence that it behaved in any manner other than with a duty of confidence.

[314] Toan even greater extent, Flenders was subject to confidentiality obligations and
expectations. There is no suggestion that Grenke could have purloined Flenders (Torfs) work on
the rotary engine or Flenders could take and use Grenke' s work. These parties were engaged in a
common endeavour which was recognized in the co-inventorship arrangement between Grenke and

Torfs.

[315] Theprinciple of confidentiality iswell described in Lac Minerals, above, at page 612

In particular, where information of commercial or industrial
value is given on abusiness-like basis and with some
avowed common object in mind, such as ajoint venture or
the manufacture of articles by one party for the other, |
would regard the recipient as carrying a heavy burden if he
seeks to repel a contention that he was bound by an
obligation of confidence:

[316] Inthe circumstances of this case, there are the interrelated obligations of confidence and the
absence of making the invention “available to the public’. The disclosure by Grenke to Merkel and
Flenders did not constitute making the subject matter of the '937 Patent available to the public. The

disclosure was private and for alimited purpose to facilitate the development of the invention.
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Given the nature of the respective relationships, while in hindsight it might have been preferable, it
was not necessary to set up aformal non-disclosure regime. The parties understood the nature of the

relationship and their duties to each other.

[317] The Defendants aso aleged that the subject matter of the Patent was disclosed in alist of

U.S. patents, industry handbooks and other publications contrary to s. 28.2(1)(b) of the Act.

[318] However, the expert evidence referred to earlier in this decision, as accepted by this Court,

has rejected the argument that the prior art disclosed the subject matter of the Patent. Therefore,

there was no anticipation by reason of disclosure in the prior art as pleaded by the Defendants.

Obviousness by Reason of Prior Disclosure

[319] Theissueraised by the Defendantsis an attack on the '937 Patent based upon the lack of

inventiveness in the Patent. Section 28.3 of the Act sets forth the legal criteriafor this challengeto

validity:

28.3 The subject-matter 28.3 L’ objet que définit la
defined by aclaimin an revendication d’ une demande
application for apatent in de brevet ne doit pas, aladate
Canada must be subject-matter  de larevendication, étre
that would not have been évident pour une personne
obviousontheclaimdatetoa verséedans! art ou lascience
person skilled in the art or dont reléve |’ objet, eu égard a
science to which it pertains, toute communication :
having regard to

(a) information disclosed more  a) qui aété faite, plus d’ un an
than one year beforethefiling  avant ladate de dépbt de la
date by the applicant, or by a  demande, par le demandeur ou
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person who obtained un tiers ayant obtenu de lui
knowledge, directly or I’information a cet égard de
indirectly, from the applicant ~ facon directe ou autrement, de
in such amanner that the maniéretelle gu' elle est
information became available  devenue accessible au public
to the public in Canada or au Canadaou ailleurs;

elsewhere; and

(b) information disclosed b) qui a été faite par toute autre
before the claim date by a personne avant ladate de la
person not mentioned in revendication de maniéretelle

paragraph (a) in such amanner gu’ elle est devenue accessible
that the information became au public au Canadaou
available to the public in ailleurs.

Canada or elsewhere.

[320] Themost commonly cited articulation of the test for obviousnessis Justice Hugessen's
statement at page 294 of Beloit Canada Ltd. v. Valmet Oy (1986), 8 C.P.R. (3d) 289:

Thetest for obviousnessis not to ask what competent inventors did
or would have done to solve the problem. Inventors are by definition
inventive. The classical touchstone for obviousnessis the technician
skilled in the art but having no scintilla of inventiveness or
imagination; a paragon of deduction and dexterity, wholly devoid of
intuition; atriumph of the left hemisphere over theright. The
question to be asked iswhether this mythical creature (the man in the
Clapham omnibus of patent law) would, in the light of the state of
the art and of common genera knowledge as at the claimed date of
invention, have come directly and without difficulty to the solution
taught by the patent. It isavery difficult test to satisfy.

That test has been modified by Rothstein J. in Sanofi, above.

[321] The Defendantsrely in thisregard on the same disclosure referred to in paragraph 283 of
these Reasons, as being “available to the public’. For the same reasons, this Court holds that there

was no such disclosure to the public.



Page: 99

[322] The Defendants rely on the same prior art described in paragraphs 317-318 and which the
expert evidence does not support a conclusion that the clamsin the '937 Patent would have been

obvious to a person having reasonable skill in the art.

Mi srepresentation/Mid eading Satements

[323] Atissue hereiswhether Grenke made material misrepresentations or material willful
misstatementsin the Patent petition by claiming that he was the inventor of the '937 Patent. In that

regard the Defendants repeat some of their alegations of inventorship by persons other than Grenke.

[324] The Defendants Statement of Defence aleges that the misstatements/mi srepresentations are
that Grenke is the inventor whereasin fact:

- Grenkeis not the true inventor; Art Britton is.

- or Art Britton is a co-inventor with Merkel representatives and/or Torfs.

- or Art Britton, Grenke and/or Torts are co-inventors.

[325] The Defendants further claimed that Grenke amended the Patent petition so asto claim sole
inventorship and ownership of the '937 Patent and two other patents not in issue by removing Torfs

as the co-inventor and co-owner.
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[326] Thelast misstatement/misrepresentation alleged isthat of Grenke as the person entitled to

ownership of the '937 Patent whereas the persons entitled to ownership include one or more of Art

Britton, Nationa Oilwell Canada, Corlac, Merkel, Messrs. Reincke, Engelen, Dunn and Manicke.

[327] Section 53(1) of the Act relied upon by the Defendants voids a patent which is grounded on

amaterial untruth in the petition. The provision also refers to omissions or additionsin the

specifications and drawings but this part of s. 53(1) is not relevant here.

53. (1) A patent isvoid if
any material allegation in the
petition of the applicant in
respect of the patent is untrue,
or if the specification and
drawings contain more or less
than is necessary for obtaining
the end for which they purport
to be made, and the omission
or addition is wilfully made for
the purpose of misleading.

53. (1) Lebrevet est nul si
la pétition du demandeur,
relative a ce brevet, contient
guelque allégation importante
gui n’'est pas conforme ala
vérité, ou si le mémoire
descriptif et les dessins
contiennent plus ou moins
qu'il n’est nécessaire pour
démontrer ce qu’ils sont
censeés demontrer, et S
I’omission ou I’ addition est
volontairement faite pour
induire en erreur.

[328] The Court has earlier concluded on the allegations of inventorship or ownership of the

multitude advanced by the Defendants. The only substantive issue to be resolved isthat regarding

Grenke' s amendment application to remove Torfs as an inventor and thereby be listed asthe sole

inventor.

[329] Thelaw, as set out in Apotex Inc. v. Wellcome Foundation Ltd., above, requiresthat in order

for s. 53(1) to void a patent, the statement was material and untrue. The statement must be material




Page: 101

to the granting of the patent — to whether the patent would be granted on those terms in the patent. It

isimportant to note that in this case, the misrepresentation was not contained in the petition itsalf.

[330] Theissue date of the patent is the relevant date for the application of s. 53(1) such that if a
prior statement was untrue but became true by the issue date or the statement was corrected, the
patent would not be void. Asheldin JulesR. Gilbert Ltd. v. Sandoz Patents Ltd., [1970] Ex. C.J.
No. 1; 64 C.P.R. 14 at para. 117:

| do not accept thisinterpretation of s.55(1). The section is expressed

in the present tense and it commences with the words, "A patent is

void."This| take to mean that the patent isvoid from the time of its

issue but as | read it it cannot refer to any earlier time. The time of

issue of the patent accordingly is | think the time at which the truth of

the allegations in the patent must be considered. It is at that moment

that they become the basis on which patent rights are granted. If at

that moment they are untrue and if they are materia the basisfor the

grant of apatent islacking and the patent isvoid, but an untrue

allegation made earlier but corrected before issue of the patent would
not, in my opinion, avoid the grant.

[331] Whilethere may be debate that s. 53(1) always requires willfulness to midead, the weight of
authority suggests that the focusis on materiality. While willfulness may add colour to the
misstatement, as acknowledged by the Defendants, even an untrue statement made with something

less than a purpose to mislead, will void a patent if it is material.

[332] What ismateria isfact specific and must be considered as of the time that the grant is made.

The question iswhether Grenke' s affidavit, in which he claimed sole inventorship and that the
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naming of Torfs on the petition was a mistake, was amaterial misrepresentation at the time the '937

Patent was issued.

[333] Asheldin Procter & Gamble Co. v. Bristol-Myers Ltd. (1978), 39 C.P.R. (2d) 145 (FCTD),
the misstatement must be materia to the “public” and in a practical sense material to the
Commissioner of Patents. The question is whether the misstatement made a difference to the

issuance of the patent — the rights contained therein.

[334] The Maintiffssuggest that the naming of the inventorsis not particularly important and is
more in the nature of aformality in part because inventorship does not necessarily equate with
ownership. That position is partly true but where inventorship isimportant, such as according a
person notice of the petition, the correct naming of the inventor may be material (see Procter &

Gamble, above).

[335] The Plaintiffs have attempted to explain away Grenke' s request for amendment to delete
Torfsas an inventor and his affidavit justifying the change as based on his confusing or mixing the
concepts of inventorship and ownership. The Court does not accept that explanation. Grenke made
the change not only because he had acquired al the rights to the Patent through the assignments
from Flenders and the Torfs estate but because he perceived that Torfs had “cut him out” of other

patents which he believed should be in their joint names.
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[336] Grenke had by agreement acknowledged Torfs asajoint inventor —indeed under cross-

examination he conceded the same. The Court does not find his explanation credible.

[337] However, from the standpoint of validity of the Patent, Grenke' s misstatement is not

material at the time of the Patent’ sissuance. At that time Grenke had acquired, to the extent
necessary, all theright title and interest in the Patent from Torfs' employer who had the lega

interest in the Patent and from Torfs' estate to the extent that the estate might have had aclam. The
naming of Torfs on the Patent as a co-inventor after he had died would have been a nice gesture of
recognition but would have had no relevance to the vaidity of the Patent, its ownership or any rights

of inventorship.

[338] Tothe extent that Grenke signed an affidavit which contained an untrue statement, the
appropriate recourse is not to void the Patent and alow the Defendants' infringement to continue. If
the matter is as serious as aleged, the proper recourse isto refer the matter to the Attorney Genera
of Canadaand/or the Commissioner of Patents for such action as they may deem appropriate. Since
the patent agent was involved with the offending affidavit, and he was unable to testify, it would be

improper to find that he was knowingly involved in advancing material untruths.

[339] Therefore, the Patent is not void by reason of Grenke's misstatement in respect to the
amendment to the petition for the '937 Patent. The other patents referred to by the Defendants are

not relevant to thislitigation.
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Other Alleged Mi srepresentations

[340] Thisissueisan dternative pleabased on the assumption that Torfs was not a co-inventor

and therefore the origina petition contained a mideading statement.

[341] For reasons dready given, Torfs was a co-inventor and therefore thisissueisirrelevant.

Further, if Torfs was not a co-inventor, his misstatement was corrected before the Patent issued.

Abandonment

[342] The Defendants, although not pleading s. 73(1)(a) of the Act, rely upon it to challenge the
validity of the Patent, on facts raised either under * obviousness’ (prior disclosure) or under “s. 53"

(misstatements).

[343] Section 73(1)(a) reads:

73. (1) An application for a 73. (1) Lademande de

patent in Canada shall be brevet est considérée comme
deemed to be abandoned if the  abandonnée si le demandeur
applicant does not omet, selonlecas:

(a) reply in good faith to any a) de répondre de bonne foi,

requisition made by an dans le cadre d’ un examen, a
examiner in connection with toute demande de

an examination, within six I” examinateur, dans les six
months after the requisitionis  mois suivant cette demande ou
made or within any shorter dansle délai plus court

period established by the déterminé par le commissaire;

Commissioner;
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[344] The Defendants arguethat s. 73(1)(a) gives them aright to challenge the validity of the
Patent on the basis of this subsection asif it isa supplement to s. 53. However, at paragraph 61 of
G.D. Searle & Co. v. Novopharm Ltd. (2007), 56 C.P.R. (4™ 1, the Court held that thereis no right
inathird party to invalidate a patent for fraud or lack of good faith during the prosecution of the
application. It would be stretching the meaning of s. 73 to read in aright to strike down a patent
after it isissued on the basis of deemed abandonment during its prosecution unless all the

constituent elements of s. 73 are met.

[345] Section 73 read asawholeisnot directed primarily at the vaidity of a patent once issued.
The provision isdirected at controlling the prosecution of the patent process. The term

“abandonment” itself gives an indication that the provision is not directed to post-issuance validity.

[346] Section 73(3) which allows for reinstatement of the patent prosecution upon rectification of
the various steps of “ deemed abandonment” also shows that the provision is not directed at validity
challenges but at prosecution stages.

73. (3) An application 73. (3) Elle peut étre

deemed to be abandoned under rétablie si le demandeur :
this section shall be reinstated

if the applicant

(a) makes arequest for a) présente au commissaire,
reinstatement to the dansle délai réglementaire,
Commissioner within the une requéte a cet effet;
prescribed period,;

(b) takes the action that should  b) prend les mesures qui
have been taken in order to S imposaient pour éviter
avoid the abandonment; and I” abandon;
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(c) paysthe prescribed fee C) paie lestaxes réglementaires
before the expiration of the avant |’ expiration de la période
prescribed period. réglementaire.

[347] Thereisno doubt aduty to act in good faith in dealing with the Patent Office, as recognized
by Justice Hughesin G.D. Searle, above, but that duty must be read in the context of other
provisions such as s. 28.3 (obviousness) and s. 53(1) (material misstatement). Unless an examiner
issued arequisition, amatter which did not fall within either of these provisions would not giverise

to any duty under s. 73.

[348] Evenif the Defendants had aright to challenge the validity of the '937 Patent on the basis of
s. 73(1), there is no evidence that an examiner in the Patent Office made any “requisition” asto
prior art (which includes the sales to Amoco/Pan Canadian) nor as to inventorship or anything else

germane to thisissue.

[349] Whiles. 73(1)(a) was enacted in 1989 (subsequently repealed and substituted by S.C. 1993,
c. 15, s. 52 which came into force on October 1, 1996) and cases prior to that date concerning the
duty of candor must be read with some degree of caution, the Federa Court of Appeal in
Bourgeault Industries Ltd. v. Flexi-Cail Ltd. (1999), 86 C.P.R. (3d) 221 at paragraphs 26-31 has
rejected the notion that a patent can be held to be invalid for alleged breach of the duty of candor,
which goes beyond compliance with the provisions of the Act.

29  With respect to the alleged duty of general disclosure of prior

art, thetrial judge properly found that the disclosure required under

Patent Rule 21 and Form 24 does not extend to a description of prior
art. Furthermore, and contrary to what the trial judge found, no
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request for prior art in aforeign country was made by the examiner
under Patent Rule 40.

30 At thehearing, counsel for Flexi-Cail relied heavily on the
most recent decision of the Supreme Court of Canadain Cadbury
Schweppes Inc. v. FBI Foods Ltd to suggest a higher duty of
disclosure than that already required by law or by the jurisprudence.
Hereferred in particular to the following passage from Mr. Justice
Binni€'s reasons, at paragraph 46:

| do not think that the respondents reliance on
intellectual property law is of much assistance here. It
ignores "the bargain” that lies at the heart of patent
protection. A patent is a statutory monopoly which is
given in exchange for afull and complete disclosure
by the patentee of hisor her invention. The disclosure
isthe essence of the bargain between the patentee,
who obtains a 17-year monopoly on exploiting the
invention, and the public, which obtains open access
to all of the information necessary to practise the
invention. Accordingly, at least one of the policy
objectives underlying the statutory remedies available
to a patent owner isto make disclosure more
attractive, and thus hasten the availability of useful
knowledge in the public spherein the public interest

[]

31 Counse reads more into this passage than is permissible. The
issue before the Court related to breach of confidence and trade
secrets. The "full and complete disclosure by the patentee of his or
her invention" to which Binnie J. refers can only be, in my view, that
which the statute, the rules and the jurisprudence already require.
Furthermore, even if the duty of disclosure had been extended as
suggested by counsel, the impact of the extension would be felt not at
the level of the validity of the patent but at the level of the remedies
where equitable considerations might come into play.

[350] Inresponding to the Patent Office through his patent agent, Grenke was entitled to do so as
an owner and ultimately the owner. Therefore there was nothing improper in the agent responding

on behalf of one or more of the owners.
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[351] Theissue of the provision of Grenke' s affidavit claiming sole inventorship has already been
held not to be a material misstatement nor awillful misleading as contemplated in s. 53(1). Further,

there was no requisition from an examiner at issue in thislitigation.

[352] With respect to prior art, the examiner never requisitioned the production of “al” prior art.

The key prior art non-disclosure is the disclosure to Amoco and Pan Canadian, matters already dealt

with under “Obviousness’.

[353] Consequently, the '937 Patent is not invalid or deemed abandoned by reason of s. 73(1) as

alleged by the Defendants.

Ambiguous Terms

[354] The Defendants have not provided any cogent evidence that the terms complained of in the
'937 Patent are obscure or ambiguous. Further, this point was not addressed in substance (if at all)

during thetrial.

[355] On thefacts said to congtitute “deemed abandonment”, @) the prior art said not to be
disclosed isthe sale of rotating stuffing boxes to Amoco and Pan Canadian in 1991 and 1992,

b) providing the affidavit that Grenke was the sole inventor, and c) responding to all requisitions as
if Grenke was the sole inventor and/or sole owner. These have been dealt with earlier in these

Reasons.
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XV. E RECTIFICATION OF THE PATENT OFFICE

[356] Issues 16-18 address the manner in which the Court should deal with the ownership of the

Patent by National Oilwell Canada. It assumes that Art Britton isthe inventor or co-inventor.

[357] AsthisCourt hasfound that Art Britton was neither an inventor nor co-inventor and had no

right, title or interest in the Patent, I ssues 16-18 are irrelevant and need not be answered.

XVI. E. INFRINGEMENT BY THE PLAINTIFFS

[358] Issues 19-24 are subsumed under this heading and dedl with the Plaintiffs alleged

infringement of the “Defendants ” '937 Patent and the remedies which flow therefrom.

[359] Again, asthe Court has found that the Defendants have no interest in the '937 Patent and that

they have been infringing the Plaintiffs’ Patent, the issues are irrelevant and need not be answered.

XVII. G. LICENCE AGREEMENTS

[360] The Defendants have challenged the vaidity of the licence and sub-licence between the
Plaintiffsand, if valid, alleged that they are not effective in respect of the Weatherford Plaintiffs
during the time that the Grenke Plaintiffs and Weatherford Plaintiffs were disputing the existence

and terms of the sub-licence.
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[361] Grenke exclusively licensed the '937 Patent to GrenCo Industries Limited in December
1992. At the time of the grant of the '937 Patent, December 22, 1998, when the licensed rights
became enforceable, Grenke was listed as and has been found by this Court, to be the sole owner of

the '937 Patent.

[362] The Defendants basisfor the challenge to the licence between Grenke and GrenCo is that
Britton is the inventor/true owner of the ‘937 Patent or Britton and/or Engelen and Mrs. Torfsare
co-owners. Since the Defendants' factual underpinning is not supported, the challenge to the licence

fals.

[363] The Defendantsraised afew technical points asto the form of the licence suggesting that
these flaws render the licence void. The complete answer to these so-called flawsiswell set out in
Apotex Inc. v. Wellcome Foundation Ltd. (2000), 10 C.P.R. 4" 65 at para. 99 (F.C.A.):

It isdifficult to conceive of what moreis necessary to prove the

existence of alicence than to have the licensor and licensee both
attesting to the validity of the licence.

[364] That isthe situation aswell in this present case— GrenCo isvaidly licensed.

[365] Thefirst sub-licence was from GrenCo to Weatherford PC Pump effective February 11,

2000. Wes Grenke admitted that “Weatherford” had always been licensed since February 11, 2000.
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[366] Asaresult of corporate reorganization within the Weatherford Group and the creation of
Weatherford Canada Partnership, in January-February 2001, a new sub-licence was requested for

the new entity.

[367] Therethen followed a protracted period of negotiation, dispute, termination and counter-
termination while the parties settled out the terms of the new sub-licence. As part of this

negotiation-dispute, Weatherford paid royalties owed to GrenCo in trust.

[368] Finadly, in August 2004, GrenCo and Weatherford Canada parties signed a new sub-licence
agreement effective February 1, 2001 and the accumul ated royalties with interest were paid from

trust to GrenCo.

[369] Againg this background, the Defendants challenge the right of the Weatherford Plaintiffsto
bring this action, claim the 2004 sub-licence void because GrenCo had no rights to sub-licence and
in any event the Weatherford Plaintiffs are not entitled to damages because (i) the sub-licence was
backdated or (ii) for a period of time, royalties were not paid or (iii) for aperiod of time GrenCo

took the position that the sub-licence was terminated.

[370] The Weatherford Plaintiffs standing to bring this action stems from its position as a person
claiming under the '937 Patent because it had the right to use the '937 Patent. The rights of GrenCo

as alicensee have been confirmed in thisjudgment. The right to claim under a patent has been
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confirmed in Sgnalisation de Montréal Inc. v. Services de Béton Universels Ltée (1992), 46 C.P.R.

(3d) 199 (F.C.A)).

[371] The Defendants assertion that the 2004 sub-licenceis void because GrenCo did not have a
valid licence has no substance in view of the Court’ sfinding as to the validity of the Grenke-

GrenCo licence.

[372] The Defendants reliance on Union Carbide Canada Ltd. v. Trans-Canadian Feeds Ltd.,
[1966] Ex. C.R. 884 is misplaced. The case is distinguishable on its facts both as to the right to

assign “chosesin action” and the specificity of the grant.

[373] Inthecaseat bar, the sub-licence was simply the right to use the patent; it was clear asto
those rights. The Wesatherford Plaintiffs rightsin this action arise not from an assignment of a

chose-in-action but from itsright to use—its “claiming under” the patent.

[374] Asconfirmed by the Court of Appeal in Eli Lilly & Co. v. Novopharm Ltd. (2000), 10
C.P.R. (4™ 10, retroactive amendments to licensing arrangements are valid. There is no reason why
the retroactivity of the sub-licensing between GrenCo and Weatherford Partnership should be an
impediment to a claim for damages or in some manner alleviate the Defendants' liability for

infringement.
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[375] Likewise, thefact that royaltieswere paid in trust pending finalization of the sub-licensing
terms and were ultimately paid out congtitutes consideration for the sub-license. It does not lie to the
Defendants to complain about the arrangement and seek to diminish itsliability or quantum of
damages arising from infringement. There was in fact payment of royalties and therefore theratio in
Bayer Aktiengesdllschaft v. Apotex Inc. (1998), 82 C.P.R. (3d) 526 (Ont. C.A.) where there were no

payments has no application here.

[376] With respect to the period of time that GrenCo claimed the sub-licence was terminated, the
Defendants are not in any position to seek shelter under thislegal posturing. There was neither
acceptance nor a determination that the purported termination occurred. Indeed the Weatherford
Plaintiffs continued to sell product and make royalty payments. In any event, GrenCo accepted the
moneys paid in trust and owed over the period of alleged termination and accepted the retroactive

sub-licence and payment.

[377] Therefore, the Defendants remain liable to the Weatherford Plaintiffs during all periods

covered by the sub-licence agreements.

XVIII. CONCLUSION

[378] For al these reasons, the Plaintiffs are entitled to judgment and the Defendants’ Defence

and its Counterclaim are dismissed.



Page: 114

[379] ThePaintiffsare entitled to:

@

(b)

adeclaration that Canadian Patent No. 2,095,937 and in particular claims 1, 6, 9, 11

and 14-17 are valid and have been infringed by the Defendants jointly and severally.

a permanent injunction restraining the Defendants and anyone claiming under them,

thelr officers, directors, employees, agents, servants, successors and assigns and any

entity exercising control under them from:

0] infringing the said Patent;

(i) making, selling or inducing the sale in Canada of a sealing assembly or a
rotary oilwell pump drive system containing a sealing assembly in
infringement of any one of clams 1, 6, 9, 11 and 14-17 of the Patent; the
specifics of the injunction to be more fully set out in the Judgment Order;

(@it)  an Order for “delivering up” as set out in the Judgment Order;

(iv)  damagesto be assessed by the Court at alater date including al clamsfor
exemplary or punitive damages, pre and post-judgment interest as of the date
hereof; and

(V) their respective costs in this matter to be determined by the Court.
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[380] A more preciseformal order will issue. The matter of quantum of damageswill be dealt

with in a separate proceeding.

“Michadl L. Phelan”
Judge

Ottawa, Ontario
June 3, 2010
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ANNEX A

For use with arotary pump for oil wellsin which an elongate rod supports and rotates the
rotor of adown-hole pump, an assembly for restraining oil leakage, comprising:

-- adtationary first member defining athrough-bore for the rod and further defining a
substantially cylindrical recess coaxial with said bore, the cylindrical recess being
defined by acylindrical wall, the first member having an external wall,

-- arotary second member aso defining a through-bore, the rod extending through the
through-bore of the second member and rotating therewith, the second member
having a substantially cylindrical portion received coaxialy in said recess, the
cylindrical portion being defined by an outer cylindrical surface which hasasmaller
diameter than the recess so as to leave an annular space between them, the annular
space having an upstream end where oil under pressure seeks to enter the space, and
a downstream end opposite the upstream end,

-- aplurdlity of annular seal cartridges stacked within said annular space, each
cartridge having, in axial section:

a) adynamic sed didably contacting said cylindrical portion,

b) afirst open space downstream of the dynamic seal and adjacent the
cylindrical portion, and a second open space adjacent the cylindrical wall,
and

C) passageway means through which the two spaces are in communication,

-- for each sedl cartridge aleak passage through the first member, the leak passage
communicating the respective open spaces with said external wall, and

-- plug meansfor closing at least one of the passages.

The assembly claimed in claim 1, in which each sedl cartridge further has:
d) an inwardly open groove downstream of the first open space and
e) aresilient ring in said groove, the resilient ring being adapted to be
compressed by the freezing and expansion of any water within the open

spaces and

passageway means of the seal cartridge.
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3. The assembly claimed in claim 2, in which each sedl cartridge further has:

f) asupport surface substantially parallel with said outer cylindrical surface,
located downstream of said groove, and

0) an O-ring seal element which is U-shaped in radial section, including two
arms of which oneis adapted to lie against said outer cylindrical surface, and
of which the other is adapted to lie against said support surface, such that the
interior of the U-shape is open toward said first open space, the O-ring seal
element further having an outwardly projecting integra flangelying ina
flange recessin the respective sedl cartridge, such that the flangeis
compressed and gripped between the respective cartridge and the next
adjacent cartridge.

6. The assembly claimed in claim 1, in which the annular space defined between said
cylindrical wall and said cylindrical surfaceis closed by an annular wall at its upstream end,
each sed cartridge further having an outer peripheral recess adjacent the cylindrical wall of
the first member, and an O-ring seal compressed within said periphera recess.

7. The assembly claimed in claim 3, in which the annular space defined between said
cylindrical wall and said cylindrical surface is closed by an annular wall at its upstream end,
each sedl cartridge further having an outer peripheral recess adjacent the cylindrical wall of
the first member, and an O-ring seal compressed within said peripheral recess, and lock
means urging said annular seal cartridges against said annular wall.

8. The assembly claimed in claim 7, in which the lock meansincludes at |east one annular
member |ocated downstream of the annular sedl cartridges, and, immediately downstream of
the annular member, acirclip lodged in agroovein the cylindrica wall.

9. The assembly claimed in claim 1, in which the rotary second member includes a packing
portion defining an annular cavity surrounding the rod and closed at both ends, and a
plurality of packing elements compressed within said annular cavity.

10.  Theassembly claimed in claim 3, in which the rotary second member includes a packing
portion defining an annular cavity surrounding the rod and closed at both ends, and a
plurality of packing e ements compressed within said annular cavity.
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The assembly claimed in claim 6, in which the rotary second member includes a packing
portion defining an annular cavity surrounding the rod and closed at both ends, and a
plurality of packing elements compressed within said annular cavity.

The assembly claimed in claim 7, in which the rotary second member includes a packing
portion defining an annular cavity surrounding the rod and closed at both ends, and a
plurdity of packing elements compressed within said annular cavity.

The assembly claimed in claim 9, in which the packing portion is threadably connected to
said cylindrical portion of the second member.

The assembly claimed in claim 1, in which the said assembly further includes a stationary
framework to which said first member is secured, the framework including thrust and radial
bearing means supporting the second member for rotation.

The assembly claimed in claim 1, to which the assembly further includes drive means
connected to the second member for receiving drive torque, and connection means allowing
the rod to be both supported and rotated by said second member.

The assembly claimed in claim 9, in which the said assembly further includes a stationary
framework to which said first member is secured, the framework including thrust and radial
bearing means supporting the second member for rotation, drive means connected to the
second member for receiving drive torque, and connection means alowing the rod to be
both supported and rotated by said second member.

A method for restraining oil leakage in apump for oil wellsin which an elongate rod
supports and rotates the rotor of adown-hole pump, utilizing an assembly including a
stationary first member defining a through bore for the rod and further defining a
substantially cylindrical recess coaxia with said bore, the cylindrical recess being defined
by acylindrical wall, the first member having an external wall, arotary second member also
defining a through-bore, the rod extending through the through-bore of the second member
and rotating therewith, the second member having a substantially cylindrical portion
received coaxially in said recess, the cylindrical portion being defined by an outer
cylindrical surface with asmaller diameter than the recess so as to leave an annular space
between them, the annular space having an upstream end where oil under pressure seeks to
enter the space, and a downstream end opposite the upstream end; said method comprising
the steps:
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providing aplurality of stacked annular seal cartridges within said annular
space, each cartridge having, in axial section: adynamic seal in diding
contact with said cylindrical portion, afirst open space downstream of said
dynamic seal and adjacent the cylindrical portion, a second open space
adjacent the cylindrical wall, and passageway means through which the two
Spaces are in communication,

providing, for each sedl cartridge, aleak passage through the first member,
each leak passage communicating the respective open spaces with said
external wall,

injecting alubricant through the leak passage of the furthest upstream sedl
cartridge and then plugging that |eak passage, while leaving open the leak
passage of asedl cartridge downstream of the furthest upstream cartridge,
monitoring the left-open leak passage for leaking oil, and

when such leaking oil is detected, shutting down the pump and replacing at
least those seal cartridges past which oil has |eaked.
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