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MEMORANDA RESPECTING APPEALS FROM JUDGMENTS OF
THE EXCHEQUER COURT OF CANADA -

A. To the Judicial Committee of the Privy Council:

1. Philip T. Dodge Str. v. Dominion Bridge Co. Ltd. et al. (1934) Ex.
C.R. 181. Appeal allowed.

2. Waterous, David June v. Minister of National Revenue (1931) Ex.
CR. 108. Appeal to Supreme Court of Canada dismissed. Leave to
appeal to the Privy Council refused.

B. To the Supreme Court of Canada:

1. Cords, William H. et al. v. Steelcraft Piston Ring Co. of Canada et al.
(1935) Ex. C.R. 38. Appeal dismissed.

2. Crosley Radio Corporation v. Canadian General Electric Co. Litd.
(1935) Ex. C.R. 190. Appeal pending.

3. Dubois et al. v. The King (1934) Ex. CR. 195. Appeal allowed.

4. King, The v. Exchange Printing Co. (1935) Ex. C.R. 237. Appeal
dismissed.

5. King, The v. Monireal Stock Exchange (1935) Ex. C.R. 237. Appeal
dismissed.

6. King, The v. Southern Canada Power Co. Ltd. (1934) Ex. CR. 142.
Judgment varied by reducing amount of damages.

7. Mathys v. The King (1934) Ex. CR. 218. Appeal abandoned.
8. Moscovitz et al. v. The King (1934) Ex. CR. 188. Appeal allowed.

9. Peggy Sage Inc. et al. v. Siegel Kahn Co. of Canada Ltd. (15240).
(1935) Ex. C.R. 70. Appeal allowed.

10. Schweyer Electric & Mfg. Co. v. New York Central Railroad Co.
" (1934) Ex. C.R. 31. Appeal dismissed.
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CASES

DETERMINED BY THE
EXCHEQUER COURT OF CANADA
AT FIRST INSTANCE

AND
IN THE EXERCISE OF ITS APPELLATE
JURISDICTION

BETWEEN: 1934
SIEGEL KAHN COMPANY OF| _ === Ma
CANADA LTD................... f " e,
AND -

PEGGY SAGE INC................ RESPONDENT.

Trade-Mark—Expunging—Calculated to deceive—Licensing of irade-
: mark.

The respondent, a United States corporation, in July, 1932, registered
the trade-mark “Peggy Sage” in the United States, and in June,
1933, registered the same mark in Canada. The N.W. Corporation,
s United States company, owns all the ecapital stock of the re-
spondent as well as that of N.W. Limited, a Canadian corporation.
In October, 1932, an agreement was entered into between N.W.
Limited, the Canadian company, and the respondent, whereby the
respondent appointed the company its exclusive manufacturer and
selling agent for the manufacture and sale in Canada and New-
foundland of certain named products under the Peggy Sage name
and trade-mark, for 20 years from November 1, 1932. The company -
by the agreement recognized that the respondent owned the trade-
marks and good-will of the business associated with those marks
and agreed not to claim any ownership of such trade-marks. The
petitioner claims that by entering into the agreement, the respondent
parted with its right to its trade-mark and the same thus became
vitiated and that it bad no longer the right to use or register the
mark in Canada. The petitioner also claimed that the company
manufactured and sold the goods in Canada for its own account and
that they were not the goods of the respondent, thus misleading
dealers and users. The petitioner asked that the trade-mark be
expunged. ‘

The Court found that Peggy Sage products are manufactured and sold
in Canada by the company as the manufacturing and selling agent
of the respondent, and not as the goods of the company; that the
registered trade-mark is used on such goods to indicate they are
the goods of the respondent and not those of the company; that the
public is not deceived by the conduct of the respondent or of the
company; that no retailer or user of the respondent’s products is led
to believe the goods marketed are those of any person or concern
other than the respondent.

Held: That there is no confusion or deception in the use by the com-
pany of the trade-mark Peggy Sage.

90129—1a
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2. That there was no licensing, by the respondent, of the registered
trade-mark in gross, in fact or in law, to the Canadian company.
Bowden Wire Ltd. v. Bowden Brake Company Ltd., 30 RP.C. 45,
580 and 81 R.P.C. 385, distinguished.

MOTION to have the trade-mark of the respondent
expunged.

The motion was heard before the Honourable Mr. Jus-
tice Maclean, President of the Court, at Ottawa.

R. 8. Smart, K.C., and A. W. Langmuir, K.C., for the
petitioner.

W. L. Scott, K.C., for the respondent.

The facts and questions of law raised are stated in the
reasons for judgment.

THEE PRESIDENT now, (June 29, 1934) delivered the
following judgment:

There is pending in this Court an action between Peggy
Sage Inec. and Northam-Warren Ltd. as plaintiffs, and
Siegel, Kahn Company of Canada Ltd. as defendant, in
which the plaintiffs seek to expunge from the registry the
trade-mark “ Peggy Royal” registered by the defendant,
on the ground that it infringes the trade-mark ““Peggy
Sage,” registered by the first named plaintiff. In that
action certain officers of the plaintiff corporations were
examined on discovery, when a certain agreement entered
into between the two said plaintiffs was produced, and
which agreement will be referred to with greater particu-
larity, presently. The proceeding now to be considered
is an originating notice of motion, supported by a peti-
tion intituled as above, in which the petitioner, Siegel,
Kahn Company of Canada Ltd. asks for an order expung-
ing the trade-mark “Peggy Sage,” registered in Canada
by Peggy Sage Inec. the respondent in this motion, and
the grounds for the motion are based largely upon the
terms of the agreement mentioned. The point for de-
cision is an important one.

The petitioner, a body corporate duly incorporated under
the laws of the Dominion of Canada, with its head office
at the city of Toronto, Ontario, registered in June, 1932,
in Canada, the trade-mark “ Peggy Royal,” to be applied
to the sale of toilet articles and preparations. The re-
spondent, Peggy Sage Ine. is a body corporate incorporated
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under the laws of the State of New York, with its head 1984
office at the City of New York, U.S.A. In 1917, one Peggy  Smone
Sage established in New York City the business of manu- FAZN Co- o
facturing and selling certain toilet articles, preparations for .
the treatment of the hair, and various manicure prepara- PEG%;?_‘“’E
tions, and this business she carried on until 1930, adopting _ ~—
her own name as a specific trade-mark to be applied to Ma_ch_an']'
such goods, when the respondent company, Peggy Sage

Inc., was incorporated to acquire that business together

with the trade-mark “Peggy Sage,” and “the right to

use the name ‘Peggy Sage’ throughout the world, and

the goodwill appertaining thereto and to said business.”

The trade-mark “Peggy Sage” was registered in the

United States by the respondent, in July, 1932, and in

Canada in June, 1933.

It is disclosed in the material before me, that a United
States corporation, known as Northam-Warren Corpora-
tion, with its head office in the City of New York, is the
owner of all of the capital stock of Peggy Sage Inc., and
that it promoted the incorporation of Peggy Sage Inc. for
the purpose of acquiring the business of Peggy Sage and
in order to preserve as far as possible the name of Peggy
Sage in connection with the manufacture and sale of what
is called Peggy Sage products; Northam-Warren Corpora-
tion, as a holding company, is similarly interested in vari-
ous other business concerns. Northam-Warren Corpora-
tion is also the owner of all the capital stock of Northam-
Warren Ltd., a Canadian corporation, one of the plaintiffs
in the action already mentioned, and this corporation was
created at the instance of Northam-Warren Corporation
for the purpose, it is alleged, of handling the Canadian
business of Peggy Sage Inc. In the result, the business
of Peggy Sage Inc., and Northam-Warren Ltd., is con-
trolled by Northam-Warren Corporation. We may now
refer to the agreement which I have already mentioned
and which is the foundation of the present motion.

In October, 1932, an agreement was entered into be-

tween Northam-Warren Ltd., the Canadian company, and
" Peggy Sage Inc. The agreement recites that Northam-
Warren Ltd., referred to as Warren, is engaged in Canada
in the manufacture of manicure and toilet preparations
and the sale thereof throughout Canada; that Peggy Sage

9012913
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Inc., referred to as Sage, is the owner of certain trade-
marks and formulae for Peggy Sage products; as well as
being the owner of the goodwill of the business connected
with such products; and that Peggy Sage Inc. desires the
continued manufacture and sale of Peggy Sage products
of a standard conforming to its present formulae and to .
arrange for the manufacture and sale of said Peggy Sage
products in Canada. The agreement provides:

1. SAGE hereby appoints Warren its exclusive manufacturer and sell-
ing agent for the manufacture and sale in the Dominion of Canada only,
of certain products which are named, under the PEGGY SAGE name and
trade-mark for a period of twenty (20) years from November 1, 1932.
(Then follows a list of the names of the Peggy Sage products).

2. Sage agrees to communicate its formulae.

3. Warren agrees to maintain the quality of the Peggy Sage products.

4. It is understood that this agreement shall cover the Dominion
of Canada and Newfoundland only, and in this territory Warren is given
the exclusive right for the manufacture and sale of SAGE products.

5. WARREN hereby recognizes that SAGE is the owner of all
PEGGY SAGE trade-marks, trade-mark rights, trade names, brands, and
the goodwill of the business associated with such marks, and WARREN
hereby agrees not to claim any ownership of such trade-marks without
the express written permission of SAGE.

6. This agreement is made in consideration of the payment of One
Hundred ($100) dollars by WARREN TO SAGE and for other valuable
considerations, the receipt of which is hereby acknowledged, but it is
understood that all expenses in connection with the manufacture of
PEGGY SAGE products, including the examination and testing of such
products by SAGE, shall be borne by the party WARREN.,

7. This agreement shall supersede all other agreements between the
parties and shall become effective and operative as of November 1, 1932.

For the purpose of convenience and clarity it will be
convenient hereafter to refer to the parties to this agree-
ment as Warren and Sage respectively, as in the agreement
itself, and to Northam-Warren Corporation as the Ameri-
can Corporation.

Now, the gravamen of the contention put forward on
behalf of the petitioner is that under the agreement, Sage
has licensed Warren exclusively to manufacture and sell,
Peggy Sage products, for Warren’s account, and in that
connection to use its trade-mark “Peggy Sage,” while still
being the registered owner thereof, and that in so doing it
parted with its right to such trade-mark and the same thus
became vitiated, and further, that Sage disqualified itself
for applying for the registration in Canada of the trade-
mark “Peggy Sage ”—which application was subsequent
to the date of the agreement—on the ground that affer
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the agreement was entered into it had no longer the right 193¢
to use or register this mark in Canada because it had Smam
parted with any right in the same, for a time at least. It St Co.or
was also urged that while Sage remained the registered .

owner of the trade-mark in question, the goods to which FP6fTSsom
~ in fact the mark was applied in Canada, were manufac-
tured and sold by and for Warren’s account, and were not
the goods of Sage, thus leading dealers and users to believe
that the goods made and sold by Warren were the goods
of Sage. All this, it is claimed, vitiates the registered mark
here in question, and that it should therefore be expunged.

Petitioner’s counsel relies upon the English case of
Bowden Wire Ltd. v. Bowden Brake Co. Ltd. (1) This case
went to the Court of Appeal, and subsequently to the House
of Lords (2). It becomes necessary to examine this case
with some care so as to ascertain precisely what principle
was ultimately therein decided, and as usual, it is of prime
importance first to ascertain the actual facts disclosed in
the case. ~

The facts, of the Bowden case, which are to be gathered
from the reports of the several judgments rendered there-
in, are substantially as follows. Bowden Wire Ltd., the
plaintiff company, were the proprietors of certain patents
of invention for what was known as the “Bowden Wire”
used in connection with the transmission of power for
cycle and motor cycle brakes, and it carried on a manu-
facturing business, and also granted licences to numerous
other persons or companies to manufacture on royalties.
In 1901 it promoted the defendant company, the Brake
Company, and by agreement between the two companies
the plaintiff company agreed to sell, and the defendant
company agreed to purchase, that portion of the plaintiff
company’s business which consisted of Bowden Cycle
Brakes, with the goodwill thereof, and all trade-marks (if
any) connected therewith. In August, 1901, the Wire
Company licensed the Brake Company exclusively, except
as to outstanding licences, to make and vend the said in-
ventions but only as applied to cycle brakes. The agree-
ment was that the Wire Company alone were to supply
to the Brake Company the Bowden Wire, and the Brake

Mag;n J.

(1) (1913) 30 R.P.C. 45. (2) (1913) 30 R.P.C. 580.
(1914) 31 RP.C. 385.
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Company were not to manufacture it, or obtain it from
any other source. The Brake Company were to make
other parts of the brake—to wit, the shoes, levers and fit-
tings. The complete article was to be sold by the Brake
Company only during the continuance of the patents.
“Cycle” by a supplementary agreement made in April,
1903, was defined to mean cycles of any sort propelled
wholly by the rider’s own physical power, and was not to
include motor cycles or other vehicles propelled partially
by the rider’s own physical force. The Wire Company
accordingly, from this date, had the sole right during the
licence, to supply patented brakes for motor cycles, whether
or not these cycles were propelled partially by the rider,
and the division was complete between motor cycle brakes
supplied by the Wire Company, and pedal cycle brakes
supplied by the Brake Company. Under the licence men-
tioned the Brake Company admittedly made and sold pedal
cycle brakes from 1901 up to the date of the commence-
ment of the litigation, which I think was 1912. In Sep-
tember, 1903, the Wire Company applied to register a
trade-mark in Class 13 for brakes for velocipedes consist-
ing of a picture of a coil of wire with the word “Bowden”
enclosed therein, and the application was granted in Janu-
ary, 1904. In February the Wire Company granted a
licence to the Brake Company, limited to the continuance
of the letters patent, to use this trade-mark in connec-
tion with brakes for pedal cycles manufactured and sold
by it in virtue of the licence to use the patents. It was
conceded that, at least ever since that date, the pedal
cycle brakes sold by the Brake Company had been stamped
with the said trade-mark. Thus the Wire Company dis-
posed of their Bowden pedal cycle brake business and the
goodwill thereof, to the Brake Company, and licensed the
latter to use the former’s own trade-mark during the exist-
ence of the licence. In January, 1904, the Wire Company
made application for a registration of the very same mark
in respect of a further description of the goods, also within
Class 13. These goods are described as component parts,
attachments, and accessories (other than brakes) of veloci-
pedes, motor cycles, automobiles, and other road vehicles.
* * * g0ld as separate articles. This application was
granted on the 6th of May, 1904, Both companies con-
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tinued to carry on business harmoniously for some years, 19
the Wire Company’s business being confined to brakes and  Smaer
other accessories for motor ¢yeles, in respect of which they gjﬁ; ACI?TI())F
used the same mark. The directors of the two companies .
were, I think, the same until 1907 when the Brake Com- F25T Sacm
pany acquired the business of another concern and a _ —
director of that concern then took his seat at the Board Mocleand.
of the Brake Company. Subsequent to this date it would

appear that attempts were made by the Brake Company

to extend their user of the trade-mark beyond the terms -~

of the licence of 1904. In March, 1912, the patents, and
the licence to make pedal cyele brakes—whose term of
duration synchronized with the duration of the patents—
having by this time expired, the Brake Company, in ad-
vertising matter, clearly disclosed that they proposed to
use the same mark which hitherto they had used only on
pedal cycle brakes, on all sorts of accessories and fitments
to motor cycles, and after the expiration of the letters
patent, it would seem the Brake Company continued to
use the mark not only on brakes for pedal cycles but also
in respect of brakes for motor cycles which they then
began to manufacture. Upon this the Wire Company
raised an action to restrain the Brake Company from so
using the mark. This was met by an application by the
Brake Company to expunge both the first and the second
registrations, on the ground that they were not distinetive
and were calculated to deceive, and the two proceedings
were conjoined. The learned trial Judge, on the motion to
expunge, did not expunge, but altered the first registration
by limiting it to brakes for road vehicles other than veloci-
‘pedes, or cycles wholly propelled by the physical force of
the rider, and he left the second registration as it stood.
He held that the Brake Company had no general right
to continue to use the trade-mark after the term of the
licence had expired and no right to prevent the Wire
Company from using the mark as they had used it since
the registration; that the trade-mark was distinetive and
not deceptive but on the ground of non-user, the entry of
the first mark should be varied by restricting it to road
vehicles other than pedal cycles. In the action he granted
an injunction against the Brake Company using the mark,
except in connection with pedal cycle brakes. On
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appeal, the Court of Appeal was of the opinion that both
trade-marks should be removed from the register as not
being distinctive and as being caleulated to deceive. On
appeal therefrom to the House of Lords, the appeal was
dismissed, but as to the second trade-mark, on grounds
not altogether those on which the Court of Appeal rested
their judgment, namely, the similarity of the goods for
which the marks were registered, but on the ground that
the Wire Company obtained the second registration in the
acknowledged capacity of exclusive owners of the mark
under the firgt registration and which was merely an exten-
sion of their rights under the first, and the first mark being
expunged it was held the second mark should also be
expunged.

Turning now to the decision of the House of Lords, The
Lord Chancellor, Earl Loreburn, agreeing with the opinion
about to be expressed by Lord Dunedin, expressed his views
in brief terms and as follows:

The appellants (Wire Company) have misconceived or at all events
misused, the protection which the law gives to a trade-mark. The object
of the law is to preserve for a trader the reputation he has made for
himself, not to help him in disposing of that reputation as of itself a
marketable commodity independent of his goodwill to some other trader.
If that were allowed, the public would be misled, because they might
buy something in the belief that it was the make of a man whose
reputation they knew, whereas it was the make of someone else.

In this case the appellants parcelled out the right to use their trade-
mark as if they had been dedling with a patent. The particulars of the
distribution are not important. It is enough that they enabled or
allowed people who were not registered for it, to use the trade mark
on a substantial scale for their make of a description of goods dealt
with habitually in the same class of business.

Lord Dunedin held that the Wire Company in licensing
the Brake Company to use the first mark on all pedal
cycle brakes made by it and which were stamped with such
mark, was an attempt to assign a trade-mark in gross, a
thing that could not be done, and this vitiated the Wire
Company’s trade-mark as registered. He stated that by
registration the Wire Company affected to tell the public
that goods in the class, and of the description specified,
marked with the first registered mark, were their goods,
that is to say, manufactured or at least put on the market
by them, while in fact they were manufactured and put
on the market by the Brake Company. His Lordship
then proceeded to discuss the second registration upon the
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hypothesis that the first was expunged, and he seems to 193¢
have been of the opinion that the Wire Company got the  Smam
second registration in the capacity of exclusive owners of g*‘fgf%"
the mark under the first registration, an assumption swept v,
away by the fact that the first registration had become PEG%S.ME
vitiated, but he did not decide that the seecond mark might = -—

. . .. ,. MacleanJ.
not again be registered. I quote from Lord Dunedin’s =~ —
speech :—

The view I take is that put before your Lordships by the Attorney-
General, as representing the Registrar, and is really a corollary to what
I have already said as to the matter of correcting the first registration.
The Wire Company have got the second registration in the acknowledged
capacity of exclusive owners of the mark under the first registration. It
was the ordinary case of the proprietor of a mark extending the branches
of his business. See per Lord Justice Cotton in Edwards’ Trade-Mark
(L.R. 30 C.D. at p. 475). But this is now known to be a false assumption.
Therefore here again the Registrar ought to be in a position to recon-
sider the situation. The action of the Court of Appeal does not in any
way preclude the Wire Company from applying de novo for a registra-
tion in terms of the second registration, and if in the whole circumstances
of the case such a registration is in his judgment not calculated to mis-
lead the public, and if the Brake Company do not successfully show
that they have been in the field with articles falling within the desecrip-
tion of goods in the second registration, and used in connection with the
mark—a point as to which I think it much best to say nothing—then they
will get the registration they wish. I say nothing as to the point on
the evidence. :

Lord Shaw observed that the entire law of trade-marks
might be expressed in the one compendious phrase, that is
to say, that a trade-mark is simply an intimation upon
goods that they are the goods of the owner of the mark,
and he dissented from the argument of counsel that the
application for the second trade-mark put upon accessories
as apart from the brakes themselves, was an application for
a second trade-mark; it was, he said, an application for the
same trade-mark which had already been convicted of
confusing the public mind and applying it so as to extend -~
the ambit and area of that confusion; and it was upon
the ground of confusion that he held the second registra-
tion was invalid. He stated that while trade-marks may
be split. up and distinguishable in the skilled mind of one
witness, yet the Registrar had to look to broader considera-
tions and the interests of the public at large. Confusions
and difficulties appeared to him to be especially probable
if the splitting up—the different significations of ownership
—were permitted in the same class of goods, made by the
same class of makers, and disposed in the same class of
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1984 warehouses and shops. He concluded his speech by say-

SmoeL  INg:i—
Kaun Co. oF That this mark, confusing, troublesome, assigned contrary to law for
Caxapa L. a period of years, should stand on the Register I have no manner of
PEG(’;Y Gagg doubt should not be allowed. It must go. That it should be preserved
Inc. in existence for accessories, with regard to that—agreeing with the Regis-
—_— trar—I have also no doubt. A thing so confusing, productive of difficulty,
MacleanJ. znd for years inconsistent with law, ought not to be allowed to siand
— upon the Register of Trade-Marks at least for any part of that class of
goods.

The principle deducible from the decision of the House
of Lords, applicable to the controversy here, is, in my
- opinion, that a licensing of a trade-mark in gross, as the
phrase goes, and the use of that mark by an unregistered
licensee, on goods manufactured and marketed by such
licensee as his goods, and not those of the registered owner
of the mark, vitiates the registered mark, in the Bowden
cage, the first registered mark. The pedal cycle brakes
there were made and sold to the public by the Brake Com-
pany as its own goods. Further, that the use of the mark
on pedal cycle brakes by the Brake Company, and the use
of the same mark on related goods made and sold by the
Wire Company, was calculated to confuse the public. The
first mark registered in the name of the Wire Company
was obviously bad, because either it of right should have
been assigned to the Brake Company, under the agree-
ment of sale of 1901, or, because it was licensed to be
used by the Wire Company on goods made and sold by
the Brake Company, and not on goods made or sold by
the Wire Company, the registered owner of the mark. I
have quoted from the speeches of their Lordships and from
that will appear their respective reasons for holding the
second mark invalid, and in effect they differ slightly.
The second mark was ordered to be expunged but in reality
that is not of importance here.

It will be appropriate now to enquire into the facts
concerning the conduct and practice of Warren and Sage,
in connection with the manufacture and distribution of
Pegey Sage goods, in Canada. The date of the agreement
between Warren and Sage, it will be remembered, was -
October, 1932. In September, 1933, Sage, under the Extra
Provincial Licence Act of the Provinece of Quebec, was
licensed to carry on its business in that province, and for
a time at least it had an office in that province. The trade-
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mark in question had been used by Sage on Peggy Sage
products sold in Canada from the year 1920 down to the
date of the incorporation of Warren, and since then, it is
claimed, both in the United States and Canada. The sales
manager and secretary of Warren, one Markley, gave evi-
dence on discovery, and he stated that Warren acts as
distributors for Peggy Sage products in Canada which
would seem accurate as far as it goes, but it is presently
also the manufacturer of such products. He stated that
Warren has been putting on the market, in Canada, Peggy
Sage products since 1930, but prior to that date Canadian
requirements were supplied by Warren through importa-
tions from Sage in New York. From the evidence on dis-
" covery it would appear that, in January, 1931, Warren
commenced the manufacture of Peggy Sage products, Sage
shipping the raw material from New York to Warren, but
now, since 1931 I should say, though it is not clear, most
of the raw material is purchased in Canada. The cost
accounting in connection with the production of Peggy
Sage products in Canada is apparently carried on in New
York by Sage; items of cost of labour, and invoices of raw
material, are, in practice, forwarded by Warren to Sage
or the American Corporation, in New York, and apparent-
ly paid for by either of them, although that is not quite
clear. The cartons and bottles used in packing Peggy
Sage goods are imported from New York from Sage, but
it does not appear whether Warren or Sage pays for the
same. In the case of shipments of goods from Warren to
Canadian customers, the original invoice, which is in the
-name of Sage apparently, goes to the customer and a copy
to Sage in New York. All remittances for goods sold by
Warren to customers in -Canada, are made payable to
Sage—which is significant—and deposited to the credit of
the account of Warren, or the American Corporation, it is
not clear which, but I think the latter. Samples of all
goods manufactured by Warren are forwarded to Sage, for
inspection I assume. It would appear that a special allow-
ance is made to Warren by Sage for advertising Peggy Sage
products in Canada, that is, for co-operative advertising
with particular customers who would themselves be adver-
tising those goods. It seems that orders for Peggy Sage
products are solicited by mail, by Sage, from New York.
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1934 Further facts relating to the distribution, in Canada, of
Smam  Peggy Sage products by Warren should be mentioned.

‘éﬁgg‘?ﬁg Upon the motion there was produced the affidavit of R. F.

. Merkley, manager for both Warren and Sage, in Canada,
e, " and produced as an exhibit thereto was a printed inspec-

Moo 3 tion slip which is placed in each container of Peggy Sage
—— " products sold in Canada, since October, 1933. That in-

spection slip may usefully be reproduced:

Form 47 P.S. Printed in Canada
INSPECTION SLIP

Packed by

Inspected by

No.

Every step in the making of my
Pecay Sace
Salon Manicure Preparations
is carefully supervised to maintain the high
standard of excellence for which my Salon and
Preparations are known.
In case of complaint, kindly return this slip to
me for attention.
Pecay Sace
Incorporated
980 St. Antoine Street
Montreal, Canada.

It appears that, in one instance at least, in the pack-
ing of Peggy Sage products by Warren, another printed
inspection slip was used, produced as an exhibit in support
of the petitioner’s motion, and at the bottom of this in-
spection slip appears the printed words ‘“Nortbam-Warren
Limited, Montreal, P.Q., Canada.” This inspection slip
used in the packing of goods manufactured by Warren
other than Peggy Sage goods, showing the name of Warren,
ete., found in a container of Peggy Sage products purchased
in the open market by the petitioner, is said to have been
due to inadvertence and that by inadvertence the name
of Warren was not cut off, as for a time was apparently
the practice. That the inclusion of the name Warren on
this inspection slip was due to inadvertence, seems to be
satisfactorily established, in fact it was not contested, and
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it may be accepted that this form of inspection slip was
never used in the packing of Peggy Sage goods by Warren,
in Canada, except by mistake. Therefore, in the packing
of Peggy Sage goods in Canada by Warren, the inspection
slip in full above set out, is always used, being placed with-
in the container containing any particular Peggy Sage
product. Then, any advertising leaflets, price lists, which
are ordinarily placed in each container, bear the name
of Peggy Sage Inc., and the name of Warren does not
appear at all thereon. Exhibit F, being a bottle of liquid,
has printed on the label attached thereto the following
words: “Manicure Liquid Polish, Ex. Pale (below), Peggy
Sage Inc. New York,” and the carton containing the bottle
has the words “ Peggy Sage, New York,” printed thereon.

Now, what conclusions are to be drawn from the facts
~ which I have narrated in respect of the manufacture and
sale of Peggy Sage products, and the use of the mark in
question, in Canada, and also from the terms of the agree-
ment? It seems to me that the facts establish that Peggy
Sage products are manufactured and sold in Canada by
Warren as the manufacturing and selling agent of Sage,
and not as the goods of Warren; that the registered trade-

mark is used on such goods to indicate the goods of Sage

and not the goods of Warren; that there is no evidence
of any confusion or deception on the part of the public
flowing from the conduct of Warren or Sage; and that
there is no evidence of any retailer or user of Peggy Sage
products being led to believe that the goods marketed are
those of any person or concern other than Sage. The
manner of placing the Peggy Sage products on the market,
as exemplified by the printed matter on the cartons, bot-
tles, inspection slips, price lists, invoices and advertising
matter, all negative the suggestion that the goods are

. marketed as the goods of Warren, or that there is any,

intent to represent the same to the public as the goods
of any one else but that of Sage, or that the public regard
them as anything but the goods of Sage. The fact that
the petitioner herein only discovered upon the production
of the agreement the suggestion that the Peggy Sage goods
were those of Warren, though it was in much the same
class of business, is rather a demonstration that, in fact,
to retailers and users, and the public generally, the Peggy
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193¢ Sage goods, accompanied by the mark in question, are
Smeer  regarded as the goods of Sage, and that there is no ground
Banw Co.or for confusion or deception on the part of anybody. Then

CANADA LD, . .
v. coming to the agreement itself. The agreement merely
PE({;‘:EAGE designates Warren as “its (Sage) exclusive manufacturer

Modong and .se.lling agent for the manufacture and sale in the

—— " Dominion of Canada” of certain named products. That
would seem plain. There is no assignment of the good-
will in Sage’s business in Peggy Sage products; and in
fact the agreement stipulates that there is not any such
transfer, or of the mark associated with such goods. I
think the agreement means that Sage contracted that
Warren was to manufacture and distribute Peggy Sage .
products in Canada, for and on the account of Sage, and
as its agent. And there cannot be any objection to this
being done. The provisions of the agreement as to in-
spection, standard of goods, the examination and testing
of such goods, by Sage, all seem consistent with that view.
The clause in the agreement in reference to the expense
of manufacturing Peggy Sage products being borne by
Warren does not indicate to me that this was intended
to mean that the goods so manufactured and sold by
Warren, were to be considered the goods of Warren. The
full facts as to the terms of manufacturing, and just how
Warren was to be recompensed, are not, I think, fully
disclosed, in fact there was no reason why in the ecircum-
stances they should be disclosed, if both parties saw fit not -
to do so. The consideration stated in the agreement is
obviously nominal, and does not indicate the sale of the
goodwill of the business of Sage to Warren, and what was
meant by “ other valuable considerations ”’ is not disclosed.
I think the true construction of the agreement is that War-

ren was to manufacture and distribute for Sage, the goods
of Sage, and that the trade-mark of Sage was to be applied
thereto to indicate the goods of Sage. In practice, that is
what was done, and except in a very technical sense there
would seem to be no reason for thinking otherwise. The
whole agreement expresses a business arrangement for the
conduct of Sage’s business in Canada, by an agent, with-
out transferring its registered mark or the goodwill in the
business with which the mark was associated.
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Nothing more, I think, ean be usefully said, unless it be
to refer briefly again to the Bowden case. The facts in
the Bowden case, and in this, are quite dissimilar. I do
not think any confusion or deception in the use of the
trade-mark here arises. The mark is being used by one
party only, and that, I think, is Sage, which was not the
fact apparently in the Bowden case. In respect of the
first registered mark in the Bowden case there was an
assignment of the goodwill of the business with which the
mark was associated, together with permission to thus use
the mark; here there was no transfer or assignment of the
goodwill of the business, or the mark; both were, I think,
expressly retained by Sage, and in my view of the matter
there was no licensing of the registered mark in gross, in
fact or in law, to Warren. There can be no doubt, I think,
that Sage had a goodwill in the Canadian business in
Peggy Sage products. Any doubt as to the effect of the
decision of the House of Lords in respect of the second
registered mark in the Bowden case is not of importance
here, and in fact here may be wholly disregarded. In the
case under consideration the registered. trade-mark applied
to Peggy Sage goods was an intimation that the same were
those of the registered owner of the mark, as I think in
fact they were, whereas in the Bowden case, in respect
of the first mark, the goods were clearly not those of the
registered owner of the mark. The facts, and the arrange-
ment reached between the parties in the Bowden case,
differ altogether from the facts, and the manufacturing
and selling arrangements, made between Warren and Sage.

The subject matter of this motion might probably have
been more satisfactorily disposed of upon the trial of the
action mentioned to expunge the trade-mark “ Peggy
Royal,” and in that action the issue here is, at least for
practical purposes, raised. However, the petitioner has
seen fit to launch this motion in advance and independent
of the trial of that action, and probably there is no serious
objection to that. The motion fails, and the respondent
is entitled to its costs of the same.

Judgment accordingly.
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BETWEEN:

CANADIAN GENERAL ELECTRIC }
PLAINTIFF;

CO. LTD. oo
AND
TORONTO ELECTRIC SUPPLY CO.
LTD. oo DEFENDANT.

Contempt of Court—Attachmeni—Limited Company—Fenalty—Jurisdic-
tion.

Held: That although the Court cannot order the issue of a writ of at-

. tachment against a limited company for contempt of court, it can,

where it is satisfied that a contempt has been committed, inflict the
appropriate punishment, namely, order the company to pay a fine.

APPLICATION for an order directing the issue of a writ
of attachment against the defendant company for contempt
in disobeying the terms of a judgment of this Court.

The motion was heard before the Honourable Mr. Justice
Maclean, President of the Court, at Ottawa.

E. G. Gowling and H. K. Thompson for the plaintiff.

0. M. Biggar, K.C. and M. B. Gordon for the defendant.

The facts and questions of law raised are stated in the
reasons for judgment.

The PresipENT, now (November 15, 1934) delivered the
following judgment:

This is a motion for an order that a writ of attachment
be issued against the defendant company, its officers,
directors or agents, for its contempt in disobeying the
terms of a judgment of this Court rendered on the 30th
day of September, 1932, restraining the defendant com-
pany, its officers, workmen, servants and agents, from in-
fringing letters patent owned by the plaintiff, numbered
209,751 and 223,518, and which relate to Tipless Incan-
descent Lamps. This motion relates only to the last men-
tioned patent.

It would seem that any distinction that once prevailed
between committal for contempt and attachment for con-
tempt, is now abolished. Rule 193, of the Exchequer Court
Rules, provides that a judgment requiring any person to
abstain from doing anything, may be enforced either by
writ of attachment or by commital.
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In the case of a corporation, breach of an injunction can-
not be done by the corporation itself, as the corporation
can only act by its officers, agents or servants, but if the act
is in fact done, it is no answer to say that, done, as it must
be, by an officer or servant of the corporation, the cor-
poration is not liable for it, even though it may have been
done by the servant through carelessness, neglect, or even
in dereliction of duty. See Stancomb v. Trowbridge Urban
Council (1): Halsbury (Hailsham Edition) Vol. 7 p. 31.
If an injunction is granted against a corporation which
afterwards does or permits an act in breach of the injunc-
tion, in or upon its usual place of business, the onus rests,
I think, upon the corporation to show any facts which
would relieve it of the act of disobedience to the order of
the Court, and particularly where such facts are or should
be peculiarly within the knowledge of the officers or ser-
vants of the corporation. In such cases the burden of ad-
ducing evidence is shifted from the party on whom it would
naturally fall, and where the truth of a party’s allegation
lies peculiarly within the knowledge of his opponent the
burden of disproving it lies upon the latter. If the plain-
tiff here shows that there has been sold, in or upon the

_defendant’s business premises, a patented article prohibited

by an injunction, it makes out a prima facie case of breach
of the injunction and throws the onus on the defendant
to show that it was the licensee of the plaintiff, or that it
bought the article from a person who was authorized by
the plaintiff to manufacture the same.

It is correct, I think, to say that upon the hearing of an
application of this nature, no new evidence can be received
to vary the construction already given to the patent In
question, nor can the defendant attack the validity of the
injunction nor the correctness of its interpretation by the
Court. The only point at issue, is the performance by the
defendant of the alleged acts of breach of injunction.

With that brief statement of what I conceive to be the
law I shall now state the facts of the case. In an unde-
fended action between the parties hereto, the plaintiff re-
covered judgment against the defendant for infringement
of letters patent no. 223,518, and as already stated, the de-
fendant, its officers, servants and agents were restrained

(1) (1910) 2 Ch. D. 190.
£3239—1a
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by an order of this Court from infringing the said letters
patent. The defendant is engaged in the retail business
of selling electric lamps, and electrical fixtures, on the
ground floor of the building numbered 342-44 Queen
Street West, in the City of Toronto. On September 4th,
1934, one Horner purchased in the ordinary way at the
defendant’s place of business, from one presumably in the
employ of the defendant company, three 200 watt 120 volt
incandescent electric lamps, contalned in wrappers bear-
ing the name “ Supreme Incandescent Lamps,” and at a
cost of fifty cents each. The person actually selling those
lamps to Horner is not identified. Two of the lamps so
purchased were examined on behalf of the plaintiff by two
persons experienced in such matters and in their several
affidavits produced on the motion they swear that the
lamps were made in accordance with the disclosures con-
tained in patent no. 223,518; and I may here say that with
that I agree. On the hearing of the motion the affidavit
of one Bloodsworth was produced on behalf of the defend-
ant, and therein the affiant is described as Office Manager
of the Defendant company; the important paragraphs
of that affidavit are the following:

3. That I have read the affidavit of Cyril F. Horner and T have made a
careful seanch of the records and bocks of the Defendant Company and T

can find no record that the Defendant Company ever purchased or sold
lamps bearing the name of Supreme Incandescent Lamps. '

4. In my capacity as Office Manager I have charge of the purchases made
by the Defendant Company and of the stock on hand and the only lamps
ever purchased by the Company so far as the books and records show and
as far as I myself am aware of are licensed lamps known as Mazda, Solax
and Sunbeam. These lamps are purchased from such firms as Superior
Electric Company Limited, Regent Electric Company Limited and Com-
munity Electric which companies, I verily believe, are licensees or have the
right to sell the said lamps. I am satisfied that no lamps have been kept -
in stock by the Company, except lamps so purchased from the said com-
panies as aforesaid, and in particular I say the Defendant Company has
never bought from any person any lamps marked “Supreme Incandescent
Lamps” and hag never had any lamps so marked in stock.

5. If the said Horner bought lamps bearing the name Supreme Incan-
descent Lamps on the premises of the Defendant Company, such purchase
was not made from the Company, but must have been made from a person
who had no authority from the Company and such lamps did not belong to
the Company. If the said Horner had called the attention of the Company
to such purchase at the time it was made, I could have caused investiga~
tions to be made and any misunderstanding cleared up, but under the cir-
cumstances I have not been able to ascertain anything concerning the said
purchase and I have not been able to discover what employee, if any, made
the alleged sale.
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The material in.this affidavit appearing to me to be eva-
sive and generally unsatisfactory I directed that Bloods-
worth be produced for cross-examination upon his affi-
davit, and the motion was adjourned to a subsequent date.

On the resumption of the hearing of the motion Bloods-
worth was cross-examined by Mr. Gowling for the
plaintiff, and the following facts were disclosed. -Bloods-
. worth is but a part-time employee of the defendant, devot-
ing only about one-third of a day on the average to the
affairs of the defendant, and his duties relate only to book-
keeping and accounting; he had nothing to do with the
purchase or sale of the articles dealt in by the defendant.
The defendant company seems to be a family corporation,
or a so-called one man company. One Paul Kamin is
‘president of the defendant company; a son and a daughter
are employed about the business, the latter assisting
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Bloodsworth; two others, including Bloodsworth, are there

employed. The building in which the defendant’s busi-
ness is conducted is apparently owned by the wife of the
president of the defendant company, and the whole of the
building is rented by her to that company. The three
~ floors of the rented building are occupied more or less in
the conduct of the defendant’s business, but it is alleged
that on the second floor there is space, three rooms, rented
from the defendant by a coneern known as the Premium
Lamp Company, and the case now set up on behalf of the
defendant is that it is this concern, and not the defendant
company, that sells Supreme Incandescent Lamps in this
building, and this lamp is apparently the only article sold
by the Premium Lamp Company. One Edwards is said
to be the manager of this concern. It is to be inferred
from Bloodsworth’s evidence that he had seen Edwards
make sales of lamps, the offending lamps I assume, to cus-
tomers, in the defendant’s shop, presumably just as would
any regular employee of the defendant company, but, he
would suggest, they were not the lamps of the defendant;
that the defendant’s employees would sometimes assist
in handling the goods of the Premium Lamp Company
but just in what way is not quite clear; and Bloodsworth
would not deny that the lamps in question were purchased
in the shop of the defendant, in fact he would seem to con-

cede this. And it would appear from Bloodsworth’s evi-
. 93259—1%a
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dence that Edwards spent most of his time in the defend-
ant’s shop. The evidence of Bloodsworth was of a nega-
tive character and I was left with the impression that he
knew more than he disclosed concerning the matter in issue
here. In order to reach the space said to be occupied by
the Premium Lamp Company on the second floor it is
necessary to pass through the shop of the defendant on the
ground floor. An inconspicuous cardboard sign bearing the
name of the “Premium Lamp Company ” is affixed to one
of two doors in the defendant’s shop and fronting on the
street, and this sign, as I understand it, does not indicate
that the Premium Lamp Company’s place of business is
to be found on the second floor. The suggestion now is
that in some way, Edwards of the Premium Lamp Com-
pany, must have sold the lamps in question to Horner on
the first floor of the defendant’s shop, but, it is said, they
were the lamps of the Premium Lamp Company. No
evidence of any kind was forthcoming from the president
of the defendant company, or from any of its other officers .
or employees other than Bloodsworth its part-time em-
ployee, nor from any one representative of the Premium
Lamp Company. It should not have been difficult for the
defendant to have obtained from its sub-tenant, the
Premium Lamp Company, or some of its employees, evi-
dence if any were available, as to how the lamps in ques-
tion came to be sold from its business premises, in order
to lift the suspicion which at once occurs to anybody that
the business of the Premium Lamp Company is only a
cloak under cover of which the infringements were com-
mitted by the defendant. I should have mentioned the
fact that the plaintiff caused to be paid to Paul Kamin,
president of the defendant company, conduct money to
attend upon the motion at Ottawa, but he did not attend;
Kamin was not however served with a subpoena.

I think the plaintiff has made out that part of its case
which deals with the breach of the injunction. The de-
fendant has, in my opinion, failed to discharge the onus
resting upon it to show that the lamps in question were not
sold by its authorized servants. I do not think it would
have been difficult for the defendant to exculpate itself of
the charge of contempt, if it were genuinely possible to.
do so. The evidence of Bloodsworth alone, does not, in my
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opinion, constitute an answer to the charge of a breach of
the order of the Court, by the defendant. One cannot
avoid the conviction that the introduction of the Premium
Lamp Company into the picture is merely a cloak intended
to hide contemplated infringements of the patent in ques-
tion, by the defendant. But, in any event, the sale of the
‘lamps in question from the defendant’s shop, in the ordin-
ary course of its retail business, and apparently by some
one authorized to make such a sale, none of whom were
heard from, has not been explained. If in the facts and
circumstances disclosed here the plaintiff’s motion would
fail it is difficult to see just how the plaintiff could protect
itself against infringements of its patent rights, or prevent
continuing breaches of the outstanding injunction. Be-
lieving therefore that the Supreme Incandescent Lamps
in question were sold by the defendant company, it fol-
lows that a breach of the injunction was committed by the
defendant, and the plaintiff’s motion must succeed.

The plaintiff’s counsel asks that a money penalty be im-
posed against the defendant for breach of the injunction.
The Court cannot order a writ of attachment to issue

~against the defendant company and commit it to prison,
for a reason which is obvious. A limited company cannot
be committed for contempt of Court because it has no cor-
poreal existence. See Re Hooley (1). But that does not
prevent the Court from availing itself of the remedy which
it possesses, as was held in Rex v. J. G. Hammond & Co.
Ltd. (2). In that case it was held by Darling J., con-
curred in by Avory and Rowlett JJ., that the fact that a
rule nisi called upon a limited company to shew cause why
it should not be attached, did not prevent the Court from
inflicting the appropriate punishment, namely, ordering
the company to pay a fine and the costs of that applica-
tion; this, I assume, on the principle that the greater in-
cludes the less. That is precisely this case. My conclu-
sion is that there has been a breach of the order of the
Court, which constitutes a contempt of Court, and that the
Court has inherent jurisdiction to impose a fine against the
defendant company therefor, and I do order that defend-

ant company pay a fine of $100—which in the ecircum-
(1) (1899) 79 L.T. 706. (2) (1914) 2 KB, 866.
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stances here T think is sufficient—and the costs of this
motion, the fine and costs to be levied on the goods of the
defendant company.

In a case of this kind I think costs ought to be
given as between solicitor and client and I so direct. As-:
was stated in the case of Stancomb v. Trowbridge Urban
Council, already referred to, this is a case where the plain-
tiff should receive a complete indemnity so far as solicitor
and client costs will give him one against the expenses of
this proceeding. .

Judgment accordingly.

BrrwEEN: .
A. C. COSSOR LIMITED............. APPELLANT;
AND
THE COMMISSIONER OF PATENTS RESPONDENT.

Patent Act—Patent Rules—Reference in one claim to a preceding claim
in the same specification.

Held: That the inclusion by reference in one claim, of one or more pre-
ceding claims, in the specification accompanying an application for
Letters Patent for an invention, is permissible under the Patent Act.

APPEAL by A. C. Cossor Limited from the refusal of the
Commissioner of Patents to accept certain claims in the
specification accompanying an application for Letters
Patent for an invention relating to television systems.

The appeal was heard before the Honourable Mr. Justice
Maclean, President of the Court, at Ottawa.

0. M. Biggar, K.C., for the appellant.
E. G. Gowling for the respondent.

The facts and questions of law raised are stated in the
reasong for judgment.

THE PresDENT, now (September 13, 1934) delivered the
following judgment:

Thig is an appeal from the final rejection, by the Com-
missioner of Patents, of claims 8, 9, 11, 12, 13, and 15 to
20 inclusive, in the specification of one Bedford, accom-
panying an application for Letters Patent for an alieged
invention relating to Television Systems; Bedford is the
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assignor of A. C. Cossor Ltd., the appellant herein. The
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reason for rejecting such claims was that they did not meet A.c. Cossor

the Patent Office requirement that a dependent claim refer
only to one preceding claim by number, and which pre-
ceding claim must be complete in itself. The objection to
these claims may be illustrated by saying that claim 8
refers to claim 7 which in turn refers to claim 1, the latter
being a complete claim in itself. Apparently the Patent
Office practice, which is not a statutory rule, requires that
if the applicant, in a dependent claim, desires therein to
refer to, or to incorporate, say two preceding claims, he
must repeat the precise language of the next pieceding
claim and not refer to it by number, but he may refer to
the first of such two preceding claims by its number, pro-
viding it is complete in itself. For example, in this par-
ticular case the contention is that claim 7 should have been
incorporated textually into claim 8 because it was not
complete in itself, but claim 1, which was complete in
itself, might be referred to by number.

The sole question involved in the appeal is whether the
rejection of the claims in question, upon the ground men-

tioned, was authorized by the Patent Act, or the Patent-

‘Rules. No question arises here as to whether the claims
might be rejected on other grounds, such as redundancy,
insufficiency, ambiguity, want of subject matter, and objec-
tions of that character. The specification filed here, I
might say, is in precisely the same form as that filed by
the same patentee in the British Patent Office, and which
latter specification was there allowed; apparently the prac-
tice in the British Patent Office is to permit, by numeral
reference, the incorporation in one claim of alleged subject

matter described and claimed in one or more preceding

claims,

The provision of the Patent Act referable to the content
of the claims of a specification is see. 14 (¢) which states:
“The specification shall end with a claim or claims stating
distinctly the things or combinations which the applicant
regards as new and in which he claims an exclusive prop-
erty and privilege.” There is no specific Patent Rule bear-
ing directly upon the subject matter of this controversy.

It was urged on behalf of the appellant that the rejected
claims were in complete compliance with the Patent Act.
The claims here number twenty-six, and it was urged by
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Maclean J.
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Mr. Biggar that the claims in question describe and claim
as inventions, particular subordinate features or elements
combined with the main invention, or, subordinate integers,
and that it does not contravene the provisions of the Patent
Act or any Patent Rules to incorporate in one claim one or
more preceding claims by reference, as in this specification.

I do not think there was any authority for rejecting the .
claims in question upon the grounds taken by the Patent
Office; I think these claims fully complied with the re-
quirements of the statute. These claims were rejected not
because they were improper or invalid on legal grounds, but
because that in respect of form only, as explained, they
were contrary to a practice prevailing in the Patent Office.
I do not think the statute empowers the Patent Commis-
sioner, or his Examiners, to reject a claim or claims upon
the grounds stated. The practice of the Patent Office
would seem to encourage prolixity in stating claims, which
should always be discouraged, whereas the inclusion by
reference in one claim, of one or more preceding claims,
would, or should, tend toward brevity and clarity in stating
the things or combinations in which an applicant claims an
exclusive property or privilege; the latter practice would
appear reasonable and logical, and if it have disadvantages
they presently do not occur to me and there is no authority
against such a practice; at any rate. if an applicant for a
patent chose to state his claims in this manner, and to
take the risk of so doing, I think he should be permitted

 to do so. It is my opinion therefore that the grounds

stated for the rejection of the claims in question were not
proper or valid grounds, and in my opinion the claims
in question should be allowed. I am not deciding that
these claims are valid, or that they may not be refused
upon other grounds, for with that I am not presently
concerned. The appeal is allowed.

Judgment accordingly.
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BETWEEN:

FEDERAL DISTRICT COMMISSION,
on the Informdtion of the Attorney- PLAINTIFF;
General of Canada..................
. AND
HENRI DAGENAIS ............... ... DEFENDANT.

Ezpropriation—Ezpropriation Act—C ompensation money—Cost of plans
and other expenditures included in award.

Plaintiff expropriated certain land in Ottaws, the property of defendant.
Defendant claimed that the amount of compensation money o
which he was entitled should include the cost of plans prepared for
the erection of a building on the property, and other incidental ex-
penditures made by him.

Held: That the owner of land compulsorily taken from him is entitled

to receive as compensation the value of the land to him, not to the’

expropriating party.

2. That the price for which the land would sell in the open market is
not mecessarily the proper test.

3. That the Court must consider all the circumstances and ascertain
what sum of money will place the party dispossessed in a position
as nearly similar as possible to that which he was in before the land
was expropriated, since the measure of compensation should be the
loss which the owner has sustained in consequence of his land
being taken from him.

4. That compensation money in s. 23 of the Expropriation Act, RS.C.
1927, ¢. 64 should include any loss or damage suffered by the owner,
and which was incidental to, or flowed from, the taking of land.

5. That the cost of the plans, and the other expenditures claimed, either
made the lands that much more valuable to the defendant, or, they
constitute a loss or damage arising directly from the taking of the
land and for which compensation should be allowed.

INFORMATION by the Crown to have certain property
expropriated, valued by the Court.

The action was tried before the Honourable Mr. Justice
Maclean, President of the Court, at Ottawa.

H. P. Hill, K.C. for plaintiff.
T. A. Beament, K.C. and G. E. Beament for defendant.

The facts and questions of law raised are stated in the
reasons for judgment.

The PresipENT, now (January 22, 1935) delivered the
following judgment:

This information relates to a parcel of vacant land ex-
propriated, in May, 1934, by the Attorney-General of Can-
ada, on behalf of the plaintiff, the Federal District Com-
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1985 mission—hereafter to be referred to as the “ Commission ”
Fmmra. —under the provisions of the Federal District Commission
CaSTRICT Act, 1927, and amendments thereto. The Commission,
. inter alia, is empowered to acquire by purchase, or by ex-

Daguxass. ropriation, lands in the City of Ottawa, for the purpose
Macleand. of public parks or squares, avenues, drives, etc., and
" the Expropriation Act, Chap. 64 R.S.C. 1927, is made ap-
plicable in the case «of expropriation proceedings insti-
tuted by or on behalf of the Commission. The defendant
is a building contractor, and, I understand, sometimes

erects buildings on his own account.

The lands in question here are located in what is known
as the New Edinburgh section of the City of Ottawa, on
the north side of the Rideau river; they lie between the
south side of Stanley avenue and the Rideau river, hav-

» ing a frontage of 61} feet on Stanley avenue, and a depth
back towards the Rideau river of 98 feet on one side, and
114 feet on the other side; on either side are relatively
small parcels of land owned by the Commission, unim-
proved public park lands, and which, T understand, form
part of a public improvement scheme not yet fully de-
veloped. The lands are therefore bounded on the front
by Stanley avenue, on the rear by the Rideau river, and
on either side by public park lands. The lands contain
altogether 6,619 square feet.

By some error, the full width of the defendant’s prop-
erty between Stanley avenue and the Rideau river was
not expropriated, there being left a fringe of land, nine
inches wide, on either side of the expropriated lands;
those fringes of land would of course be utterly valueless
and useless to the defendant, and in his statement of de-
fence he so pleads and claims damages on that account.
Tt was, however, agreed between counsel that in determin-
ing the compensation payable to the defendant I should -
take into consideration the whole of the defendant’s
property, just as if it had been entirely included in the
expropriation; so therefore whatever compensation I de-
cide to allow the defendant, it will be understood as com-
prising the value of the unexpropriated fringes of land,
and the defendant must convey to the Commission those
remnants of his property. That would seem to be a sen-
sible and satisfactory method of disposing of an other-
wise awkward situation.



Ex. CR.] EXCHEQUER COURT OF CANADA

I am satisfied, as was claimed, that the defendant pur-
chased the lands in question for the purpose, and with
the intention of erecting thereon, sometime, a small apart-
ment house; and he did not actually take over the lands
until he had applied for and obtained a permit from the
City of Ottawa authorities to erect thereon such a struc-
ture, and his application was accompanied by plans of
the proposed structure; these plans were later discarded.
Shortly before the expropriation, in May, 1934, the de-
fendant had definitely decided to proceed with the con-
struction of his proposed apartment house, which was to
cost about $40,000; earlier, in March, his architect, Morin,
prepared the plans for such a building, at a cost to the
defendant of $1,000, this fee being two and one-half
per cent of $40,000. The defendant’s construction
plans had so far advanced that he had a building
survey made of the land, and he had staked the bounds
for the excavation of the foundation of the pro-
posed building, and this at a cost of $43; he had
even approached one officer of the Commission to
ascertain if it desired to purchase the excavated material,
“which, I understand, it frequently did; he had moved on
the property a working office, and a lot of material, in-
cluding a cement mixer, was made ready to move on the
property, all preliminary to the commencement of con-
struction, and in this connection he had spent about $100.
There can be no doubt, I think, but that the defendant,
in good faith, had prepared the plans of his proposed
apartment building, and had taken the other steps which
I have mentioned, with the intention of proceeding ac-
tively to construction, when the lands were taken from
him. He now claims that he should be compensated
for the cost of the Morin plans, and for the two other
items of expenditure which I have just mentioned, in ad-
dition to the value of the lands. It was contended on
behalf of the Commission that the plans could be utilized
in the construction of some similar building, somewhere,
some time, and I may at once dispose of that point. There
is no substance whatever, in my opinion, in such a con-
tention. It cannot be reasonably contended that it was
incumbent upon the defendant to proceed to construction
elsewhere so that he might utilize his building plans and
thus save or minimize his loss, or that he should go
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searching for a site that would suit these plans. Building
plans are usually prepared for a selected site; the plans
are made for the site and not the site for the plans, and
the site itself is usually selected for business reasons. If
sometime in the future it should transpire that the plans
can be utilized, that would be a stroke of good fortune
for the defendant, but with that we are not presently
concerned. Whether the cost of the plans is recoverable
as compensation is one of the questions to be determined,
and it is not entirely free of difficulty.

Before proceeding to a consideration of the evidence
regarding the value of the lands taken, it might be con-
venient here to state that some evidence was given re-
garding the defendant’s proposed apartment house, to
show, as I understood Mr. Beament, that the project was
a sound one financially. It was not contended that the
estimated profits of the project should be capitalized, or
that damages for loss of estimated profits should be given,
or anything of that sort, but it was contended that this
was an element for consideration in calculating the value
of the land to the defendant, and this would be in con-
formity with the decision of the Privy Council in the case
of Pastoral Finance Association v. The Minister, (1).
I might add that the defendant’s building was to contain
thirteen small apartments, and the total cost of the lands
and building together with other necessary expenses, was
estimated at $51,000. The revenue from rentals was esti-
mated at $9,120 annually, and the annual expenses at
$3,010, leaving a net annual revenue of $5,210, which,
it was alleged, would yield a net return of over ten per
cent on the investment of $51,000. It will not be neces-
sary or profitable to pursue further this phase of the case.

There is another matter which perhaps I should mention
briefly. The defendant purchased the property in ques-
tion from one Margaret Grant for the sum of $3,000, in
April, 1932; and it was contended that the vendor was
obliged to sell the land below its real market value be-
cause, at the time, her husband was in financial straits,
and to assist him it was necessary to realize upon these
lands. It is quite true that the circumstances of the ven-
dor’s husband were then such that he urgently required

(1) (1914) AC. 1083.
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financial assistance, and it is probably true that the sale of
this property was accelerated by this fact. However, the
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cost of lands does not determine their value, but may be CDISTRI"T

a relevant consideration in the assessment of compensa-
tion; and so, too, may be money bona fide spent in im-
provements by the owner. Streathem and General Estates
Co. Ltd. v. Public Works Commissioners (1). I might also
here add that an option of purchase was given by the
owner of these lands, in 1931, for $6,000, but the option
was never exercised. ]

Coming now to a consideration of the value of the lands
taken, and quite apart from any question concerning the
building plans. The defendant claims the lands taken
had a special value to him because of their special suit-
ability as a site for an apartment house; it was claimed
that this would be the best and most profitable use to
which these lands could be put. Mr. Ross, an experienced
real estate broker, gave evidence on behalf of the defend-
ant; in his direct examination he arbitrarily valued the
lands at $4,900, being about $80 per foot frontage on
Stanley avenue, or 75 cents per square foot; later in his
evidence he placed the value of the lands for private resi-
dential purposes at anywhere from $3,250 to $3,750, and
he gave an additional value to the lands, rang-
ing from twenty-five to thirty-five per cent, on ac-
count of their special suitability as a site for an
apartment house. Another expert witness called on
behalf of the defendant concurred generally in Mr.
Ross’s opinion as to the value of the lands. The Com-
mission tendered $3,690 as being sufficient compensation.
The amount of this tender was reached on the advice of
Mr. Fitzsimmons, another experienced real estate broker,
called as a witness on behalf of the Commission, by treat-
ing the lands as private residential property and valuing

the same at $40 per foot frontage on Stanley avenue,

amounting to $2,460, to which he added fifty per cent on
account of the special suitability of the lands as a site
for an apartment house, making a total of $3,690, or about
bb cents per square foot. So the expert witnesses on both
sides appear to agree that on account of the suitability of
the lands as an apartment house site, the same had some
enhanced value to the defendant, over and above its mar-

(1) (1888) 52 J.P. 615.

OMMISSION
V.
DageNats.

Maclean J.
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ket value for ordinary residential purposes. Mr. Fitz-
simmons thought the property had advantages and disad-
vantages as an apartment house site, the latter being its
exposure to winds, lack of shade, and generally the sur-
roundings, the advantages being the uninterrupted light
and air, and its future freedom from encroachment by
other building construction. Mr. Ross thought the site a
unique one for an apartment house, on account of its lo-
cation beside the Rideau river, because it afforded an ex-
cellent outlook in every direction and which could never
be obstructed by other buildings, and because of its prox-
imity to two Dominion Government office buildings from
which might be drawn tenants for the proposed apart-
ment house.

Both Mr. Ross and Mr. Fitzsimmons left me with the
impression that they found some difficulty in attaching
positive values to the lands in question, though that per-
haps might not appear from a reading of their evidence.
In point of fact there was little in the way of prior sales
in this vicinity to serve as a reliable guide to the value of
the lands taken, particularly for the use to which the de-
fendant was about to put it. The sale to Blackburn of a
lot of land almost immediately across from the defendant’s
lands, on Stanley avenue, in 1931, for $8,000, should be
a fairly reliable indication of the trend of land values in
that section of Ottawa. This property, a corner property,
with an old wooden building upon it, but which did not
enter into the selling price, had a frontage of 138 feet on
Stanley avenue, and 115 feet on Charles street, comprising
altogether 15,870 square feet. The price paid for this
property would amount to $58 per foot frontage on Stan-
ley avenue or about 50 cents per square foot. The defendant
paid for his lands at the rate of $50 per foot frontage on
Stanley avenue. Mr. Ross was of the opinion that the de-
fendant’s property was worth fifty per cent more, per
square foot, than the same area in the Blackburn lot.
Then the sale of certain vacant land to the Commission
in 1930, by Craig et al, was mentioned. This land, lo-
cated on Lorne avenue, about 800 feet east of the de-
fendant’s lands, had a total street frontage of 300 feet,
and a depth of 99 feet, and the selling price was at the
rate of $25 per foot frontage. As I understand it, Com-
mission park lands are on two sides of this property, a
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spur line of the Canadian Pacific Railway on another Ei935
side, and on the remaining side a row of unattractive Dmsrricr
buildings, which Mr. Ross described as “cheap.” Mr. Commssion
Ross was of the opinion that the defendant’s lands were Dagenas.
worth three times more than the Craig lands; other sales pgaclean .
were referred to, but they are not helpful at all, and none —
could be more helpful than the two I have mentioned.

We may now direct our attention to a brief discussion
of the principles to be applied in ascertaining the com-
pensation to be paid owners who have been dispossessed
of their properties. It is a well settled principle that the
owner of land compulsorily taken is entitled to receive
as compensation the value of the land to him, not to the
expropriating party, and the price for which it would sell
in the open market is not necessarily the proper test. It
might be well to refer briefly to a few of the well known
authorities on this point. In Stebbing v. The Metropoli-
tan Board of Works, (1) Cockburn C.J. said:—

When Parliament gives these compulsory powers, and provides that
compensation shall be paid to a person from whom property is taken,
for the loss which he sustains by reason of his property being taken,
the sense of the matter is that he.shall be compensated to the extent
of his loss, and that his loss shall be tested by what was the value of the
thing to him, not by what will be the value when the Board acquires
it.

In Eagle v. The Charing Cross Railway Company, (2),
Bovil C.J. said:

If cannot be said, to my mind, consistently with justice, that a
man’s damage is to be ascertained with reference to what he could sell
his property for. He may say, ‘I do not desire to part with it.’

In the well known case of Pastoral Finance Association
Ltd. v. The Mimster (3), Lord Moulton, who delivered
the judgment of the Judicial Committee of the Privy
Counecil, said:

The appellants were clearly entitled to receive compensation based
on the value of the land to them. This proposition could not be con-
tested. The land was their property and, on being dispossessed of it, the
appellants were entitled to receive as compensation the value of the land
to them, whatever that might be.

In the case of Bailey v. Isle of Thanet Light Rallways (4),
Channel J.,, in giving judgment stated:

I think our judgment must be for the claimants. The intention of
the parties to use the land for a particular purpose may properly be
taken into account. Compensation must always be assessed on the basis

(1) (1870) 40 LJQB. 1, 5. (3) (1914) AC. p. 1087.
(2) (1867) 36 LICP. 297, 303.  (4) (1900) 1 Q.B. 722.



32

1935

——
FepEran
Districr

EXCHEQUER COURT OF CANADA [1935
of value of the premises to the particular claimant. The matter may
be tested in this way. Suppose the land taken consisted of trade premises
to which a goodwill was attached. The question for the tribunal which

Commissron had to assess the compensation would be, not what was the market value

V.
Dagrnats.

Maclean J.

oi:li;he premises, but what was their value to the trader, including the good-
Wilt.

The same principle has been affirmed in Canadian courts,
on many occasions. That principle is therefore to be ap-
plied in this case, and it is the value of the lands to the
defendant that must be considered, not its value to the
Commission, nor necessarily the amount it would fetch in
the market if the owner were desirous of selling it. In all
such cases, if compensation is to be a reality, the Court
must take into consideration all the circumstances and as-
certain what sum of money will place the dispossessed
man in a position as nearly similar as possible to that which
he was in before. He should not be made poorer by the
forcible taking of his property.

I come now to consider the matter of the cost of the
building plans, and the other two small items of expen-
diture incurred by the defendant and which I have al-
ready mentioned and the question is whether the same
should be considered in estimating the value of the lands
taken, to the defendant, and whether they should enter
into the amount of compensation to be allowed. It was
contended by Mr. Hill that no compensation should be
allowed on this account because such expenditures did not
represent an estate or interest in the lands taken. In
effect he urged that the only two things which are within
the ambit and contemplation of the statute are the value
of the lands taken, and such damages as may arise from
other lands being injuriously affected by the construction
of any public work. The point is an important one and
requires consideration. If the provisions of the Expropria-
tion Act are to be construed in the sense suggested by Mr.
Hill, then I fear some of our courts in this country have
been astray in their method of arriving at the amount of
compensation payable in such cases, and the same would
be true of other jurisdictions where the legislative authori-
zation for the compulsory taking of lands are expressed in
somewhat the same terms as here. Compensation has
been allowed for loss of trade, loss of goodwill, disturbance
of business, removal expenses, deterioration of movable
personal property, the value of machinery in use upon ex-
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propriated premises but rendered unsuitable for use else- }_9:15.
where, expenses incurred in seeking a new location for Fepmsan
business, storage of furniture, and the cost of machinery C?ﬁgﬁm
purchased for a going concern upon lands taken but not v.
yet installed; many other such claims have been allowed Dacmits.
as compensation, but those mentioned will be sufficiently Maclean].
illustrative. The principle seemed to be followed in such
case was that the displaced owner should be left as nearly
as was possible in the same position financially as he was
prior to the taking, provided that the damage, loss or ex-
pense, for which compensation was claimed, was directly
attributable to the taking of the lands. This would seem
to be founded on common sense and reason. The measure
of compensation should, in justice, be the loss which the
owner has sustained in consequence of his lands being
taken, because it could never have been contemplated that
the community should benefit at the expense of a few of
its members. Compensation should be proportionate to
the loss which the owner has sustained, an equivalent of
what is taken from him or that which he has given up.
The Expropriation Act, section 23, speaks of “the com-
pensation money . . . adjudged for any land or
property acquired or taken ”; the “compensation money”
does not appear to be limited by the statute to the “value”
of the lands taken, in fact, I think, the word “value” is
not once mentioned in the Act. The ‘compensation
money,” it seems to me, is to be the equivalent of the loss
which the owner has suffered for any land “taken,” and
is not to be ascertained only by considering the “value”
of the land. I think, it must have been within the con-
templation of the Act, that “ compensation money ”’ should
include any loss or damage suffered by the owner, and
which was incidental to, or flowed from, the taking of
lands. The word “land ” is defined in the Act as includ-
ing “. . . easements, servitudes and damages, and all
other things done in pursuance of this Act for which com-
pensation is to be paid by His Majesty under this Act.”
The true construction of the word “ damages” in this in-
terpretation clause is perhaps difficult to determine, and in
the absence of argument by counsel upon the point, I
hesitate to express any opinion as to its intended meaning.

I cannot see why any expenditure incurred by the de-
fendant, in good faith, in preparing building plans, or in

93259—2a
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£3£ connection with any other step relating to the construetion
Fmera  Of his proposed building, should not be considered in as-
Cg;';‘;‘:;fm certa.ining the compensation to be awarded him. T1'1e ex-
D s penditures made here were lost because of the taking of
— . the lands. I do not think it is going too far to say that
MacleanJ. the defendant has in effect, given up to the Commission
compulsorily his building plans, just as much as he has
given up his lands. By the taking of the defendant’s
lands, his plans have been rendered valueless, otherwise
their cost would have entered into the capital structure
of the land and the apartment house as a going concern
and would have been gradually liquidated by the net
rentals earned by the apartment house as a going business
concern. The preparation of the plans was the first step
in the construction of the proposed building, after the
purchase of the lands. The cost of the plans, and the
other small expenditures, either made the lands that much
more valuable to the defendant, or, they constitute a loss
or damage arising directly from the taking of the lands
and for which compensation should be allowed. If the
proposed building had been about one-third completed, I
cannot think it would be contended that the defendant
should be denied compensation for the cost of the plans,
for the cost of any work done, and probably a reasonable
profit in addition. The degree of the completion of the
structure should not affect the principle if a commence-
ment has been made; the preparation of the building
plans, and the doing of the other things I have mentioned
was the commencement of the construction here: I perhaps
should add that as the defendant was to be his own builder
there was no necessity for a building contract being entered

into.
There is a New South Wales case, which, for more than
one reason, is of some interest here. The case is Scottish
Hqlls Ltd. v. The Minister (1). In this case, land was
taken on which the plaintiff was about to erect a building,
after plans had been prepared and: a tender accepted.
Before soliciting tenders, a quantity surveyor was em-
ployed for estimating the quantities of materials required
for the building, which would serve as a guide to those
wishing to tender for the erection of the building. The

(1) (1915) 15 New South Wales State Reports 81.
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custom there was that a building or quantity surveyor was 1985 ~
employed by the architect, and paid by the successful tend- Frpgeas
erer, the builder, .ou.t of tl'le first moneys paid him by the C(ﬁﬁggﬁm
owner. The plaintiff claimed, inter aliia, as compensa- .
tion, losses and expenses in respect of the demolition of the Dacanas.
old building, architeet’s fees, surveyor’s fees, and lega] MacleanJ.
expenses, all of which it was conceded the plaintiff was
entitled to receive, except the one item of £284, being
the fees of the quantity surveyor. That the fees of the ~
architect who prepared the plans of the proposed build-
ing was a proper claim for compensation was not ap-
parently contested. It was held by the Supreme Court
of New South Wales, an appellate Court of three, in
an action for compensation, that the plaintiff was liable
to the quantity surveyor for his fee and entitled to re-
cover it from the defendant, notwithstanding that the
expropriation rendered the customary method of pay-
ment impossible. The claim of the quantity surveyor
was allowed in the first instance by a jury, from which
there was an appeal.
I have examined the Public Works Act of New South
Wales and I find nothing in it which, for our purposes
here, distinguishes it from our own Expropriation Act;
the former Act employs the words “ the value of the land
to be purchased or taken.” It is to be kept in mind that it
was contended that because the quantity surveyor was em-
ployed by the owner’s architect; there was no liability on
the part of the owner; that point did not arise in the case
of the architect’s fees because he was employed by the
owner. With this explanation of the facts of the case I may
now quote from the judgment of the Court because it ex-
presses a view I have already stated, that is, that the lands
of the defendant in the case under discussion were more
valuable in his hands by reason of the fact that he had made
certain expenditures and incurred certain liabilities in con-
nection with the construction of the building. The Chief
Justice, who delivered the judgment of the court, said:

But the question for us is whether on the evidence in this case it was
not open to the jury to find that as the building surveyor had been
employed by the plaintifi’s agent to do certain work, and had done
that work before the stoppage of the building occurred, there was an
implied condition in the bargain between them that the work done
should be paid for whether the particular method of payment they had
contemplated came about or not. I think it was so open, and therefore,

93259—23a
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1935 if any of these items were recoverable by the plaintiffs in the present

FED- " action that item was rightly included. There was no contest about the
DISﬁIAgT recoverability of the other items, and this was apparently on the prin-

Commigsion ¢iple that an owner who has entered info contracts and incurred ex-
v, pense for the purpose of building on his land has made it more valuable
DAGENATS. in his hands than it would otherwise have been. If, for instance, & cer-
Macz;n J tain amount of work has been done by the preparation of founda.tion.s,
" or the commencement of the building, the land is more valuable in his
hands than if it were a mere vacant site, and other necessary expenses
incurred in regard to his building contract have the same effect. That
seems a very reasonable view, and as that was the principle on which
the jury were invited to consider these items in general exception only
being taken in Dunwoodie’s case on the ground that no liability for his'
payment rested upon the plaintifis, I think the verdict ought not to be

disturbed on that ground.

1 approach now the question of the amount of compen-
sation which should be awarded the defendant. It is al-
ways difficult to ascertain the precise equivalent in money
for land; it is a matter of bargaining. It has been truly
said that land is usually cheap or dear, according to whe-
ther the seller is more anxious to sell or the buyer to pur-
chase. In this case, I think it is probable that the lands in
question were acquired by the defendant at a price below
their normal market value for ordinary residential pur-
poses, and I cannot but think that Mr. Fitzsimmons de-
‘ pressed unduly this value, that is, if I am to have regard-
1 to the evidence regarding the sale to Blackburn; due re-
‘ ‘ gard must be paid to the Blackburn transaction in approxi-
i mating the normal value of vacant land in that vieinity. I
]ﬂ am inclined to agree somewhat with the statement of Mr.
il Fitzsimmons that the lands had, as an apartment house site,
| advantages and disadvantages, but he gave them an added
value of fifty per cent for such a use, over their value for
other uses. I am not disposed to think the lands possessed
all the superior advantages, that Mr. Ross attributed to
them, as an apartment house site, still, for such a purpose,
they doubtless possessed some attractive features; neither
can I agree with the opinion of Mr. Ross that the lands
taken, were so much more valuable—fifty per cent—than
the Blackburn lot, as an apartment house site. But it is
conceded that, as an apartment house site, the lands taken
were more valuable, by anywhere from twenty-five to fifty
per cent, than for purely residential purposes. Then the ad-
mitted suitability of the lands in question for the business
to which they were to be devoted affected the value of the
lands to the defendant, that is to say, the defendant is en-
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titled to have that taken into consideration as far as it may
fairly be said to have increased the value of the lands to
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him. That was one of the principles laid down in Pastoral C&I;ngfou

Finance Association v. The Minister, supra; in the practical
application of that principle much of course depends upon
the facts and circumstances of the case.

Taking into consideration all the facts disclosed in the
evidence, all the elements of damage that ought to be taken
" into consideration including the forcible taking, and the
principles of law to be applied in the case, I have concluded
that a sum of $5,850 will represent a just and sufficient com-
pensation to the defendant. I perhaps should make it
clear that I have included in this amount the sum of
$1,143, the amount of the three items of expenditure al-
ready mentioned, because, either the lands were that much
more valuable in the hands of the defendant by reason of
the expenditures made and liabilities incurred by him, in
connection with the commencement of the construction
of his apartment house, or, he would be entitled to be
compensated in this amount as a loss or damage directly
caused by the taking of his lands; I do not think it mat-
ters how this amount enters into the calculation of the
compensation allowed. Tt perhaps should be mentioned
that the defendant incurred some legal expenses in obtain-
ing one of the two building permits, as I understand it,
from the City of Ottawa. I have not been able to see my
way clear to allow this item; I think it must be treated as
an expense which the defendant himself must bear.

There will therefore be the judgment usual in expro-
priation cases. The defendant will be entitled to interest
on the amount of compensation fixed from the date of the
expropriation, together with his costs. I reserve until the
settlement of the minutes the precise form the judgment
should take in reference to the unexpropriated portions
of the defendant’s lands.

Judgment accordingly.

v.
DaceNars.

Maclean J.
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Patents—Subject matter—Anticipation—Proof—Prior wuser—Invention.

depending upon the recollection of witnesses over a number of years,
and implying fine distinctions or close diversities between two things,
should be considered with great caution and should be disregarded
unless established beyond a reasonable doubt, before it is accepted
to defeat a patent under which a patented article is made, and par-
ticularly when it has gone into substantial use by the public.

2. That in order to establish that a patent has been anticipated, any in-
formation as to the alleged invention given by any prior publication
must, for the purpose of practical utility, be equal to that given .
by the subsequent patent. The latter invention must be deseribed
in the earlier publication that is held to anticipate it, in order to
sustain the defence of anticipation.

8. That where the question is solely one of prior publication it is not
enough to prove that an apparatus described in an earlier specifica-
tion, could have been used to produce this or that result. It must
also be shown that the specifications contain clear and unmistakable.
directions so to use it. Tt must be shown that the public have been
so presented with the invention, that it is out of the power of any
subsequent person to claim the invention as his own. Canadian
General Blectric Co. Ltd. v. Fada Radio Ltd (No. 7026) (1927) Ex.
CR. 134 followed.

' Held: That evidence of prior user in support of a plea of anticipation,

ACTION by plaintiffs to restrain defendants from infring-
ing a certain patent granted the plaintiff, William H.
Cords, the plaintiff Cords Piston Ring Co. of Canada,
Ltd. being the exclusive licensee in Canada under this
patent. The patent in suit related to piston rings adapted
particularly, though not exclusively, to motor car engines.
‘ The Court found that the patent in suit was not to be
found in the prior art, was not anticipated and disclosed
" ‘ invention.

The action was tried before the Honourable Mr. Justice
Maclean, President of the Court, at Ottawa.
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O. M. Biggar, K.C. and R. 8. Smart, K.C. for plaintiffs. 1984

H. Gerin Lajoie, K.C. and Louis Diner, K.C. for de- W'EHT-%“’RDS

fendants. v.

. STEELCRAFT

The facts and questions of law raised are stated in the Co. =r ar.
reasons for judgment.

The PresipeENT, now (December 15, 1934), delivered the
following judgment:

This is an action for infringement of Canadian patent
no. 340,505 granted to the plaintiff William H. Cords, of
San Diego, California, U.S.A. Tt issued in April, 1934,
upon an application made in March, 1933. The plaintiff,
Cords Piston Ring Company of Canada Ltd., is the ex-
clusive licensee in Canada under this patent. The alleged
invention relates to packing rings and to methods of mak-
ing them and applying them to reciprocating plungers and
the like for sealing purposes. Cords piston rings are par-
ticularly, though not exclusively, adapted to motor car
engines, and it is in connection with such engines that
the use of his piston rings has developed.

The defendants carry on business at Montreal, and,
inter alia, they sell and distribute piston rings which are
manufactured in Detroit, U.S.A., by a concern known as
Steelcraft Piston Rings Sales Company Inec., hereafter to
be referred to as Steelceraft; these piston rings are imported
into Canada, I think, only by the first named defendant,
Steeleraft Piston Ring Company of Canada Ltd., and it
is these rings that are said to infringe the piston rings
described in the patent to Cords. The president of Steel-
craft is one Carroll, who, prior to the organization of Steel-
craft, was the selling agent for Cords rings, in Detroit.

The piston of an internal combustion engine moves in a
cylinder and therefore the contact between the sides of the
piston and the walls of the cylinder is necessarily a sliding
one. Various methods have been adopted for closing any
possible interval between the walls of the cylinder and the
sides of the piston. The conventional practice was to con-
struct the pistons with three grooves—there might be
more, or less—around the exterior of the piston and into
these grooves would be placed rings intended to have the
effect of closing the interval between the sides of the pis-
ton and the eylinder walls, and such rings are called pisten
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rings. The early piston rings were made of cast iron, later

W. H. Coros 0Of steel, and were slipped over the head of the piston into

ET AL
V.
STEELCRAFT
Co. ET AL.

Maclean J.

the grooves; the rings would be split at some point. The
top ring was usually referred to as the firing ring because
it was the ring in an internal combustion engine that was
exposed to the heat of the explosive material, and it was
usually made of cast iron and of the full width of the
groove. Next below the firing ring was what is known as a
sealing or compression ring and differed from the firing ring
generally in diameter, and sometimes in other respects; I
understand it was usually slightly resilient, and would be
susceptible of compression when in contact with the walls
of the cylinder. The third and lowest ring, also slightly re-
silient, was called the oil ring, the same in construction as
the second ring, except, as I understand it, there would be
incorporated therein channels or means for the control or
distribution of oil. The conventional practice, in the case
of motor car engines, was to fill each groove with one
ring, but in the case of other engines, it was frequently the
practice, I understand, to assemble in each groove except
the top one, more than one ring, according to the width of
the groove. These piston rings would naturally suffer a
great deal of wear themselves, and they would also wear
the cylinder walls, and gradually the cylinder would ac-
quire what is called a “taper,” which would mean an ex-
tension of the diameter of the cylinder particularly at the
bottom, and the correction of this condition required a re-
boring of the eylinder so as to make the diameter the same
throughout, and re-boring the cylinder, with the desired
accuracy, was a difficult and expensive operation. The
consequence of the tapering of the eylinder was that the
oil would get past the piston into the firing chamber, re-
sulting in a waste of oil or gas, the accumulation of car-
bon, and a loss of efficiency in the working of the engine.
In 1929, there came into this particular art, for the first
time it is said, the alleged invention in question, the piston
ring of Cords, who, it is said by Mr. Biggar, proposed a
revolutionary change in piston rings, particularly in their
application to motor car engines. Cords proposed that in-
stead of using cast iron rings, or practically flat steel rings,
that groups of thin steel rings of dish shape be used in the
grooves, two, four, six, or more, according to the width of
the groove, which would snugly but not solidly fill the
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grooves; and these rings, it is claimed, possess such dis- 193
tinguishing characteristics, and disclosed such a new and W.H. Coros
useful improvement in the art, as to constitute invention. ** **
The rings are constructed by bending thin ribbon steel Srem.cearr
bands, and during the bending operation the band as- %7 **
sumes a dished form, that is, the plane of the outer peri- Macleand.
phery of the rim is laterally offset from the plane of the
inner circle of the ring; the dish is quite perceptible to

the naked eye, in both the patented and infringing rings.

One method of assembling the rings in a groove, and the
specification of Cords so states, is by alternate pairs, so
arranged that the dished sides of the rings of each are

faced in opposite directions. In assembling the rings in

the piston grooves in this fashion, V-shaped channels or
intervals are formed between opposed pair of rings,
throughout the outer circumference of the ring, and towards

the wall of the cylinder; there would be formed a similar
V-shaped channel of interval between each ring making

up a pair, but on the inside. These channels or intervals

are, I think, undoubtedly due to the dish formation of the

rings, and their arrangement in the grooves, and the patent

states they perform useful functions. These rings being
susceptible of pressure downwards would therefore expand
independently of one another, thus affording, it was said,

packing rings much more satisfactory and efficient than
anything that had been earlier known. The so-called “dish”

in the Cords piston rings, and in the defendants’ rings, was

very frequently referred to at the trial as “cup.” I think

it preferable to continue the use of the word “dish” because

the patentee, as will soon appear, uses that term, and it

would seem to me the more correct term, having in mind

the exact formation of the piston rings in question.

I think it is desirable to quote from the specification of
Cords, so that the objects of the alleged invention, its
construction, and its method of functioning, may appear
in the language of the patentee. The objects of the in-
vention are set forth as follows:

This invention aims to seal the joint, between a reciprocating plunger
and the walls of the cylinder in which it moves, by the use of metallic
geal rings that are extremely thin and highly flexible, and that are
mounted in grooves in the plunger in such a way that each of the thin
rings employed exerts a relatively light pressure against the walls of the
cylinder substantially independently of other rings that may be disposed
in the same groove in the plunger.
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1934 A further object of the invention is to provide a packing ring that

W — is normally dished in the process of its manufacture, and which may
ET (jg}ms be substantially contracted in diameter in applying it to a piston so as
. to increase the dished effect of the ring, thus providing a line contact
STEELCRAFT Or contacts between the edge of the ring and the walls of the cylinder
Co. Er AL. in which the piston moves, and at the same time produce a ring which
will automatically adapt itself to the walls of the cylinder in which it is
placed with great aeccuracy and a high degree of resilience.

Another object is to devise a method of bending a relatively wide
strip of material edgewise in such manner as to distort said strip laterally
and give it a greater over-all thickness than that of the material from
which it is made.

A still further object of the invention is to provide a sealing ar-
rangement for the piston, intended for reciprocatory motion in a cylin-
der, in which the grooves provided in said piston for the sealing rings
are substantially filled with independent, or separate, thin metallic
rings of dished form, the dishing of certain of said rings being disposed
oppositely from that of other rings, whereby the normal reciprocation
of the piston in the cylinder will have a tendency to flatten the dished
rings and thus cause them to expand into firm sealing contact with the
walls of the cylinder irrespective of minor variations from a regular
contour in the walls of the cylinder.

Another object of the invention is to provide a novel packing ring
having a width many times its thickness, and further having unusual
flexibity and contractual yieldability, due to its formation from light
and resilient steel ribbon or the like.

A further object is to provide a plunger packing in which a hy-
draulic oil seal will be maintained during operation. It is also an object
to devise a packing which will have a peripheral oil channel provided at
one or both of the edges of its sealing surface.

The specification then in part proceeds:

The packing rings of the present invention are formed of thin re-
gilient metal having a width many times the thickness of the metal
utilized in forming the rings. Preferably, the rings are constructed from
oil-tempered ribbon steel bands having, for the average multi-cylinder
engine piston, a width of about s%-# of an inch and a thickness of ap-
proximately -020 inches. These flat bands may be obtained from elon-
gated straight stock or from spools of steel ribbon. The rings are con-
structed by bending the bands into either approximately circular or
exactly circular form from straight strips of metal of the character just
stated out to the necessary length. Preferably the diameter of the
bent ring before it is contracted in positioning it in the cylinder, exceeds
by #% the diameter of the cylinder in which it is meant to be com-
pressed and operated.

The ring is bent, while cold on lines transverse to the width of the
band of metal from which the ring is formed, and use is made of the
fact that the portions of the metal to the outside of the neutral axis are
stretched or put under tension during the bending operation, while the
portions of the metal to the inside of the neutral axis are compressed,
to give to the completed ring the characteristic of conforming readily
to the contour of the walls of the cylinder in which it is caused to oper-
ate. It will be found that if a thin band of metal having a width many
times the thickness of the band is bent on lines normal to the width of
the band, that it will have a tendency during the bending operation to
assume a dished form—i.e., a form wherein the plane of the outer peri-

Maclean J.
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phery of the ring is laterally offset from the plane of the inner circle 1934

of the ring. By this invention, it is proposed to permit the rings to as- W EEORDS
sume such form to a limited or slight degree during the bending opera- =" "pp o
tion. This tendency arises by virtue of the stretching of the portions v.

of the metal beyond the neutral axis and the compression of the portions STEELCRAFT
of the metal to the inside of the neutral axis just referred to. A strip Co. BT AL
may be bent in this way to form a piston ring that is capable of being M;cEm I
readily contracted, when positioning it in the cylinder in which it is to
operate, to a very substantial degree without setting up in the ring very
substantial forces tending to expand it when in operation, which forces
would manifest themselves by an excessive wear of the cylinder walls.
On the other hand, due to the fact that the rings of the present inven-
tion may be contracted substantially in placing them in the cylinder, said
rings have a distinet tendency to follow and conform accurately to the
walls of the cylinder. Nevertheless the ring is highly flexible and does
not apply a great degree of pressure against the walls of the cylinder

with the result that wear is minimized, though an effective seal is pro-
vided.

* %k % 3k %k k¥ k *k

Preferably, the multiplicity of rings in the grooves 21 and 22 are so
assembled that approximately half of the rings in each groove have their
dished or concave faces turned in one direction, while approximately
the other half of the rings in that groove have their concavities facing
in the opposite direction. Three convenient ways, of thus arranging the
multiplicity of rings 10 in the groove 21 of the piston 16, are illustrated
in Figures 4, 5, and 6 of the drawings. In Figure 4, alternate pairs of
rings 10 are arranged with the dished sides of the rings of each pair fac-
ing in opposite directions, all of said rings bearing against the walls 28
of the cylinder to provide spaced circular contact lines for sealing pur-

poses.
* ok kx % k * % %

As previously stated, the rings of this invention are designed to sub-
stantially completely fill a groove, leaving a lateral clearance of only
about 0-005 inch. This ensures good sealing contacts between the rings
themselves and between the rings and the groove walls. When recipro-
cation of the piston or fluid pressure acting laterally upon the packing,
or both, causes compression of the ring assembly, the dished rings of
the latter are flattened somewhat and their diameters slightly inereased
with the result that the ring peripheries are forced into correspondingly
better sealing engagement with the eylinder bore. The improved rings
thus provide not only an efficient oil seal but also a good compression
packing. With reference to Figure 13 and 14, it should be observed
that endless channels 34 are formed between the groove sides and the
ring assembly. These channels serve to scrape and receive oil and thus
prevent it escaping past the rings, and also serve to transmit working
pressures against large lateral areas of the packing to compress the latter.
Another endless channel 35, which is formed between the two opposed
groups of each set of rings, provides an effective hydraulic seal for pre-
venting the escape of fluid past the bottom of the groove. Channels
of the nature of chanrels 34 and 35 are also present in the assemblies
illustrated in figures 4, 5, 6, 8 and 9.

In addition to the advantages already pointed out, the ring assem-
blies of this invention have the further desirable characteristics of pre-
venting earbon accumulation, due to the constant relative sliding and
squeezing action of the laminations or convolutions; and of being able,
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due to the extreme flexibility of the individual convelutions and their
ability to rapidly assume various distorted circular forms, to adapt them-

8 selves within reasonable limits for full uniform sealing contact at all

times with a bore that is non-circular and of non-uniform cross-sec-

StesLcraFT tional shape.

Co. BT AL.

Maclean J.

The utility of Cords is not seriously attacked, if at all.
Whether or not there is invention in Cords, it is not dis-
puted that following the placing of Cords on the market
the same quickly came into very wide use in Canada and
the United States. The defendants’ chief expert witness,
Mr. Bell, testified that Cords represented an improvement
of five hundred per cent over any thing of the kind that
had preceded it. The real attack made on the patent is
that of anticipation, by prior user and by prior publica- °
tions, the particulars of which will be later discussed. The
evidence given on behalf of the plaintiffs as to utility and
novelty has, I think, some bearing upon the weight to be
attributed to the evidence given on behalf of the defend-
ants as to prior user, and prior publication, and it perhaps
is desirable to review briefly portions of this evidence, al-

‘though as to utility it would seem to be unnecessary.

I will refer first to the evidence of Mr. Porter, presi-
dent of the plaintiff company, and for eighteen years en-
gaged in the repair of motor cars. He testified that he
had been selling Cords piston rings since August, 1932,
either by himself or through the plaintiff company, and
between that date and August, 1934, his total sales, calcu-
lated upon the retail prices to consumers, amounted to
over $250,000 throughout Canada, and this notwithstand-
ing the fact that his selling organization had not been
fully developed. The cost of fitting the pistons of the
average car with piston rings is, I think, about six or
seven dollars. Porter stated that prior to the time he
first came to know of Cords rings, 1932, he had experi-
enced great difficulty, in the repairing of motor cars, in
preventing oil finding its way past the piston rings and
being burned; it was his experience that the rings then
used in pistons, whether of cast iron or steel, gradually
tapered the cylinder; that re-boring the cylinder was an
expensive job, and that it was difficult to ensure a work-
able degree of taper; he stated that with the use of Cords
in motor car engines, he would be able,; in any re-boring
of the cylinder resulting in a diameter variation up to
15/1000ths of an inch, to guarantee satisfaction to his cus-
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tomers. He stated that with the old type of piston ring, E?f
in say a six cylinder car, the consumption of oil would be W. H. Coros
around three to six quarts per thousand miles under or- ™= *
inary driving conditions, whereas with the use of Cords SreErcnaen
only a quart to a quart and a half would be used; this was Co. =r 4.
in substance affirmed by other witnesses and was not de- MacleanJ.
nied by any. Again, he testified that with the use of the )
conventional piston rings, a car with 6/1000ths of an inch

cylinder taper would give satisfaction for five thousand

miles, while with Cords, thirty to thirty-five thousand

miles would be obtainable, and this statement does not

seem to have been questioned. Porter also testified that

cast iron piston rings, apart from the wearing and tapering

of the eylinder, would themselves become worn and loose

in the grooves, and the oil would get past the compression

rings, whereas by the use of Cords this would be avoided

by reason of their compression or spring action, and this

would also leave them tight and snug in the grooves. It

is a fair inference from Porter’s evidence that he had never

before seen or heard of piston rings similar to Cords.

The plaintiff patentee, Cords, was a salesman of auto-
mobiles between 1917 and 1925, and later he worked as a
mechanic with a marine engine construction company, at
San Diego, and during such employments he became in-
terested in the designing of engine piston rings. In 1927
he began experimental work on the dished type of piston
rings, and in that year made a set from sheet tin but those
he found short lived and unsatisfactory; he continued
his experimental work, using more durable material. In
the fall of 1929 he made his first satisfactory rings, a set
of which he gave to a construction company operating a
fleet of 250 motor trucks at San Diego, with the result
that this concern equipped their entire fleet of motor trucks
with Cords piston rings, and others in that city soon began
the use of these piston rings with satisfactory results. Cords
commenced selling his rings commereially early in, 1930, and
quickly there came a demand beyond his capacity to pro-
duce because he was unable to obtain raw material in suffi-
cient quantities. When able to obtain raw material in the
desired quantities he entered into contracts for the sale
and delivery of rings, appointed distributors or selling
agents in different sections of the United States, and pres-
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1934 ently, he stated, there was hardly a city of any size in that
W. H. Comos country in which he had not a selling agent. His sales
A% of rings grew rapidly, and apparently he has established
Smeencearr 8 large and profitable business in the manufacture and
Co. mr 4L gale of piston rings, which, he states, are used by millions
MacleanJ. of cars, in the United States; he stated however that the
growth of his business has been impeded by numerous
infringers, many of whom were at one time his selling
agents. These rings are easily and cheaply manufactured
once the idea or principle of construction is known, and

little capital is required in the manufacture.

A witness named Jensen, presently in the automobile
business in Washington, D.C. and a distributor there of
Cords rings, testified that he first used Cords rings in
California in 1930, and found them more satisfactory than
any other type then known to him. These rings, he stated,
will avoid the accumulation of carbon, cause less wear on
the cylinder walls, and the rings themselves will last for
thirty-five or forty thousand miles, whereas the conven-
tional type of ring would last only about ten thousand
miles. In Washington, he services a fleet of taxi-cabs and
his experience in that connection is that with the taxi-cab
fitted with the conventional piston ring there is a consump-
tion of from two to five quarts of oil per twenty-four hours,
whereas with those fitted with Cords rings the maximum
consumption is about one quart every two days. This wit-
ness, I would infer, had never seen or heard of piston rings
similar to Cords, prior to 1930. The witness Flaherty, a dis-
tributor of Cords rings in New York City came to know
Cords rings through Jensen, in California, in 1930, and had
not before then seen rings of that type, and he agrees with
Jensen as to the comparative merits of Cords rings over
the conventional type, particularly when used in motor
cars.

In support of the defence of anticipation, the defend-
ants rely upon five instances of alleged prior user, three
of which go back to the period between 1913 and 1917,
the remaining two relate to the years 1921 and 1931 re-
spectively. It will be convenient now to mention these
alleged prior users; the alleged anticipations by prior
publication will be mentioned later. The first of the al-
leged prior users is the following: In 1914 the defendants’
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witness Bell, who is now connected with Steeleraft, pur- - 1934 Y
chased from the Speedwell Motor Company of Dayton, W. H. Coros i
Ohio, then in bankruptey, a Speedwell motor car for $75. ™ &

Later, in overhauling the car, he states that he dismantled SrmeLcrarr

the motor and discovered that the piston rings were of a Co. Br ax.
strange design, made of low carbon steel, and were dished MacleanJ.

. even more than Cords rings, or the rings made by Steel-

craft. He states also that he found that the rings had to

be arranged, in the grooves, opposed to one another in

order to furnish sufficient lateral tension to entirely close !
the grooves. The next instance of prior user is the fol- I
lowing: In 1917, the Davis Ship Building Company of :
Levis, Quebee, built a number of submarine chasers for i
the British Government, the engines for which were built ;
by the Standard Motor Construction Co. of New Jersey, i?
U.S.A. There was produced in evidence, as exhibit E, one
of the pistons of the motor engines installed in these sub- !
chasers, with the piston rings still in the grooves, and, i
as exhibit G, one single ring from another such piston. ‘1
And it is contended by the defendants that these piston i
rings are dished, as in Cords. Lamonde, the master me-
chanic of the Davis Shipbuilding Company plant at the
time, stated in evidence that such piston rings are dished, i
and were assembled in pairs in the piston grooves with the i
dish opposed, and if they were not assembled in this man- |
ner, in the grooves, they would be loose. Then there was i
produced as exhibit B, an air pump taken from a Cadillac |'
car, purchased in Montreal in 1930, by one Shefler, such
car being a 1929 model. The rings in the grooves of the ¥
piston forming part of the air pump were stated by Mr. i
Bell, for the defendants, to be dished, and he gave the i
measurement of the dish. Mr. Corbett, a trained me- il
chanic, testified that he purchased, in 1931, a Cadillac car ]
from the estate of one Dr. Garceau, and the piston of the
air pump of this car, with the rings, was produced in evi-
dence as exhibit C. Corbett stated that shortly before d
the trial he examined the piston of this air pump and ‘
found that it had but one groove with four steel rings, K
which rings he found, after measurement by a micrometer, i
to be “slightly cup shape,” and he also stated that the
rings had been assembled in the groove in pairs with the
dish opposed. Corbett also stated that in 1921 he had re-
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194 paired another Cadillac car, 1921 model, belonging to one
W.H. Comos Dr. Garrow. This car met with an accident and Corbett,
BT AL with an assistant, had to examine the piston of the tire

T pump and for the first time in his life he noticed that pis-

Co.mr AL ¢on rings were made of steel. He and his assistant found
MacleanJ. the piston rings were dish shaped, and seemed to be loose;
"~ after measuring the rings, they found they had to be placed
in the groove in pairs opposed to each other, in order to fill
up the groove, and they obtained the proper fitting by
putting them in the grooves in this way; I would infer from
this witness that it was his opinion that the rings had
been improperly assembled in the grooves in the first in-
stance. This piston was not produced in evidence, but
Corbett states that it was the same as exhibit C. No evi-
dence was given by any one representing the manufac-
turers of Cadillac cars. The next alleged user related to
piston rings made by the firm of White and Middleton,
of Baltimore. Mr. Middleton, of this firm, gave evidence
at the trial. He stated that this concern started the manu-
facture of flat steel piston rings in 1911. They shortly
discovered that the piston rings were being slightly dished
in the bending, which in fact they wished to avoid; later,
they discovered that the dished piston ring possessed ad-
vantages and they proceeded thereafter to manufacture
and sell them in this shape, and it was stated that they
were assembled in piston grooves in pairs with the dish
opposed. This would be in 1913. He gave the names of
some of the purchasers of such rings, such as the Standard
Motor Construction Company, ‘the manufacturers of
Cadillac, Buick, and Packard cars. There was produced
by Middleton, as exhibit H, a length of bent ribbon steel,
in spiral form, manufactured by the Baltimore concern,
and from which the dished rings sold by them would be
cut, and this he took from the factory to his home before
he left this firm in 1915, and it has since been in his pos-
session. This piston ring material, as found in exhibit
H, is claimed to have a dish. These piston rings, it was
stated, were made and sold by Mr. White after 1915, when
Middleton left the firm, and down to 1919 when the
former sold out his business, but there is no evidence as
to whether or not the successors of White continued the
manufacture and sale of such rings. Mr. Middleton stated,



Ex. CR.] EXCHEQUER COURT OF CANADA 49

that while he was associated with the manufacture of these 1;93:15
‘rings, he did not use the term “dished” or “cupped” in de- W.H.Coros
scribing them, and that the words “cup” or “cupped,” used ™ **

so much during the trial by mostly all the witnesses, only g?ﬁ;:ﬂﬁhﬂ
came into his vocabulary since the commencement of the ~__

trial; his former business concern called them “steel rings.” MacleanJ.

Before proceeding to discuss the effect of the evidence
as to anticipation by prior user, I should pause to con-
sider briefly a point pressed strongly upon me by Mr.
Smart. He urged that the evidence of Bell concerning
the piston rings of the Speedwell car, the evidence of
Middleton concerning the piston rings made in Bal-
timore, and the evidence of Corbett regarding the
piston rings of the Garceau car, should be disre-
garded, and that the recollection of these witnesses
regarding the formation of piston rings seen thir-
teen and twenty years ago should not be relied upon. Mr.
Smart’s submission was that any evidence of this char-
acter should be established beyond a reasonable doubt; I
have no comment to make concerning that submission.
When it is sought to strike down a patent by the recollec-
tion of witnesses as to things seen either thirteen or twenty
years ago, and which the party being attacked has little
or no opportunity of investigating or answering, I agree,
that such evidence should be established beyond a reason-
able doubt before it is accepted to defeat a patent under
which a patented article is made, and particularly where
it has gone into substantial use by the public. But that,
I think, is altogether a matter of the appreciation of evi-
dence, and I do not think any definite rule can be laid
down concerning it; each case must, I think, be consid-
ered upon the particular facts and circumstances involved.
Mr. Smart referred me to several American authorities,
but in each case the Court declined to accept certain evi-
dence intended to establish anticipation by prior user be-
cause the Court was of the opinion that a witness must
have had something else in mind other than the particular
thing mentioned, or because a witness must have been
. confounding one thing with another, or because it would
be hazardous to rely upon the recollection of a witness who
testified that he saw a machine similar to the one being
attacked, twenty years ago. In all these cases, it was the

05120—1a
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particular facts and circumstances pertaining to each that

W.H. Coros influenced the Courts to reject certain evidence directed

ET AL

V.
STEELCRAFT
Co. Er AL.

Maclean J.

against the validity of a patent. The recollection of wit-
nesses as to the details of a particular thing seen twenty
years ago, particularly when it relates to the plea of an-
ticipation of a patent by prior user, which, as so fre-
gently happens, implies fine distinctions or close diversi-
ties, between two things, must of course be considered
and weighed with very great caution, and should, I think,
be disregarded unless established beyond a reasonable
doubt; but much depends upon the nature of the subject
matter in controversy, and all the facts and circumstances
surrounding the case.

Coming now to a -consideration of the evidence directed
to the issue of anticipation by prior user. I will first refer
to the evidence regarding the piston rings in the Speed-
well car. It is strange, first, that Bell’s recollection of the
rings in the Speedwell car, twenty years ago, is so precise
as to describe exactly the alleged invention of Cords; it
is strange that he then should have made so close an ex-
amination of the Speedwell rings, as to find them indi-
vidually dished and arranged in pairs with the dish op-
posed, and that the only way he could satisfactorily re-
fill the grooves again with those rings was, by a similar
assembly of them, in the grooves. He does not appear
ever to have communicated the “queer design” of those
rings, to any person, before this litigation started; he
does not say whether they functioned more satisfactorily
than the conventional rings; and, I think, it is probably
correct to say that the Speedwell rings produced no par-
ticular impression on his mind at the time, as to construc-
tion or efficiency, else he would hardly say, twenty years
after, that Cords were better than anything that had pre-
ceded it in the form of piston rings, by five hundred per
cent. It appears strange that, for twenty years, apparently
all knowledge of the strange Speedwell piston rings was for-
gotten, and only revived in this litigation. I do not think
that the recollection of Bell as to the formation of those
rings, which he saw twenty years ago, can be accepted as
proof of the anticipation of the patent in suit, and I think
his recollection is in error. The same may be said con-
cerning the piston rings in the tire pump of the Garrow
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car, which Corbett examined in 1921. Corbett states that

they were only slightly dished; the difference between a w.H.Coros

perfectly flat ring and one slightly dished, would be but
of the order of a few thousandths of an inch, so that Cor-
bett’s recollection of an examination of those rings, back
thirteen years, should hardly be relied upon to establish
the fact that they were dished and assembled in the sense
described in Cords patent. In my opinion it is improb-
able that they were.

Then turning to the evidence in reference to the other
alleged instances of prior user, and which are in a some-
what different position from those just above mentioned,
because here the piston rings referred to were produced
in evidence, or, as in the case of the Baltimore rings, a
sample of the bent steel from which they were cut, was
put in evidence. I will refer, first, to the rings used in the
pistons of the engines that were installed in the submarine
chasers. The rings in the piston taken from the submar-
ine chaser, exhibit E, I could see and examine but par-
tially, but the same ring, exhibit G, I have examined many
times, and I should say they were all flat, though pos-
sibly they may have a very slight taper from edge to edge,
one way or the other, only demonstrable by very precise
measurements; I do not think such rings were ever manu-
factured or installed as dished rings in the sense under-
stood and taught by Cords. There was a book of instrue-
tion furnished by, the Standard Motor Construetion Co.
to the shipbuilding company at Levis, in connection with
the installation of their engines in the submarine chasers.
In this book, exhibit ¥, the piston is referred to in para-
graph 3, page 85, and it states that the upper piston ring
is of cast iron, all other grooves having four split steel
rings in each, and there is no mention of their being dished.
I cannot but think that these rings were made, practically
speaking, as flat steel rings and were not intended to be
anything else. The same thing may be said of the piston
rings in the two air pumps, exhibits B and C, and the
piece of spiral wire made in Baltimore by White and
Middleton, exhibit G. They all appear to me to look flat,
but there may possibly be found in them a very slight
taper, or wedge shape formation, between the edges, a
structural incident, but I doubt if they were designedly
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made with the dish that Cords speaks of in his specifica~

W.H.Coros tion. The dish in Cords and Steeleraft is obvious to the

ET AL,
.
Co. Br
Maclean J.

naked eye, and their contrast in this respect with the other

SrerrcraFr Tings in evidence is so evident, that one eannot but re-
AL,

gard the latter as being practically flat rings. Mr. Maec-
key, called by the plaintiffs, gave evidence concerning the
formation of the piston rings in evidence. Mackey spent
a great part of his life in making scientific instruments
of precision, and for many years was doing that work for
the Dominion Observatory at Ottawa. He was cross-ex-
amined at length and with great care by Mr. Lajoie, and
the impression left on me was that Mackey was very com-
petent to express an opinion on the points for which he
was called, capable of accurately making the tests and
measurements which he did make, and, further, his evi-
dence did not have any semblance of advoecacy. And I
feel I may be safely guided by his evidence. Mackey,
after examining the rings said to anticipate Cords, and
having measured them with the appropriate instruments,
expressed the opinion, that the rings disclosed no dish, at
least in a serious sense. As already stated, the rings in
the piston from the submarine chaser, exhibit E, and the
single ring of similar origin, exhibit G, were said by some
of the defendants’ witnesses to be dished and placed in
opposed relation in pairs, in the grooves. Mr. Mackey,
for the plaintiff, examined in Court, the rings in place
in the piston exhibit {E, particularly the bottom filled
groove, with the aid of a “{feeler,” and he found their
faces quite parallel and without any dish. With a miero-
meter he measured the rings in exhibits B and C in pairs
with their alleged dish opposing each other, and in the
reverse way, and he found them to measure the same, which
would exclude the idea of any dish in the rings. With a
measure or instrument known as “The Last Word Dial
Indicator,” handed him by Mr. Lajoie, he measured the
rings in exhibits B and C, the pistons of the motor car air
pumps, and the ring exhibit ‘G, and he found no dish in
any of them; this is to be qualified by saying that in one
small section of exhibit C he found what might be called

.4 dish, where there was a difference in the thickness of the
-outside edge and the inside edge, but not elsewhere in that

ring. T accept the evidence of Mackey.
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Two patents are cited by the defence, as anticipating i?i‘l
Cords, and the first to be mentioned is the Canadian w.H.Coros
patent to Vivinis, which issued in October 1917. The piston ™
ring there described, and however feasible, is, I think, %T)EE;TCR:LM
clearly distinguishable from Cords. It appears to me to ~
be a different conception altogether. It is true however MacleanJ.
that Vivinis is described as being substantially of cup- '
shape, and in a sense the complete piston ring has that
formation. It was said by one of the defendants’ expert
witnesses that Vivinis was shaped like a pie plate with
part of the centre and part of the remainder cut out, and
this seems to me to be a quite accurate description of
it. The inner side of the ring is held tightly in the groove
but the ring projects outwardly beyond the groove with
an inclined wall or flange bent up at one side; the flange,
which is without the groove, is intended to wipe the wall
of the cylinder; however arranged, the flanges would
not seem to be subject to compression. I think the con-
struction of Vivinis is altogether different from Cords and
represents a different idea in the construction of piston
rings. The next patent to be considered is that issued to
Kitchen, in June, 1901, in the United States. The in-
dividual rings are said to be dished in the specification,
but they are all assembled in the groove with the dish in
the same direction and one ring will look like the others
in any expansion from the axis of the piston towards the
cylinder wall. Mr. Stevens, a witness for the plaintiff,
stated that the piston rings described by Kitchen are in-
tended to be stamped out; the patentee refers to them as
plates, and this witness thought that the patentee would
not apply the term “plate” to a light wire ring bent into
shape. The rings are wide and are put into the grooves
from the end of the piston which is there reduced in dia-
meter, apparently, because the rings are so constructed
that they would not stand expansion radially to bring the
ring over the end of the piston to the groove. In Cords,
the rings are flexible and may be put into the grooves
without reducing the size of the end of the piston., The
piston rings in Kitchen are locked in place on the end of
the piston by a plate which jams the rings up against an
aluminium boss and have substantially the effect of being
a solid ring. I do not think that Kitchen can be held to be
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an anticipation of Cords. In this connection I might

Co. Ltd. v. Fada Radio Ltd. 1927, Ex. C.R. p. 141. I said:
Any information as to the alleged invention given by any prior pub-

BT AL Jication must be for the purpose of practical utility equal to that given
Maclean J. by the subsequent patent. The latter invention must be described in the

earlier publication that is held to anticipate it, in order to sustain the
defence of anticipation. Where the question is solely one of prior pub-
lication, it is not enough to prove that an apparatus described in an
earlier specification, could have been used to produce this or that result.
It must also be shown that the specifications contain clear and unmis-
takable direction so to use it. It must be shown that the public have
been so presented with the dnvention, that it is out of the power of any
subsequent person fo claim the invention as his own.

Now, is there subject matter, invention, in Cords? I
think there is. It is not perhaps a great invention, it may
be a very narrow one, but yet, I think, it contains suffi-
cient novelty and utility to hold that Cords discloses in-
vention. No question arises as to the utility of Cords.
The defendants’ expert witness Bell conceded that Cords
was superior, by five hundred per cent, to any piston ring
that had preceded it; this witness probably had in mind the
use of piston rings in motor cars, and he must have meant
that the improvement of Cords over other piston rings
was very great or he would not thus have expressed him-
gelf. That of itself goes far to establish novelty. Events
have shown that there was a public demand for improved
piston rings, particularly in connection with motor cars;
Cords was quickly and widely adopted by the public when
it was put upon the market and there is no evidence of
any abatement in its popularity by the interested public;
it would appear to effect a substantial saving in oil and a
material reduction in the wear of cylinder walls; it defers
materially the necessity of re-boring the cylinders, and the
rings themselves have a longer life as compared with the
conventional piston rings. It may possibly possess other
advantages.

It seems to have the merits attributed to it by the
patentee in his specification, and tribute seems to be paid
it by very numerous imitators. If Cords had been pre-
viously made, used, or described in any publication, I do
not think the idea would have perished, or have become
entirely forgotten until 1929, when Cords made public
his invention. I think there is invention in Cords.
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Now as to the question of infringement. It was con- 1934
tended that the piston ring sold by the defendants did w.H. Comos
not infringe Cords by reason of the contrast in construc- =T R
tion. It is said on behalf of the defendants that Cords Swmercrarr
rings have double the dish of Steelcraft rings; that the Co. BT 4L.
latter is fashioned from oval shaped material while the MacleanJ
former is formed from thin flat steel; that due to the for-
mation of Cords from flat material there is a revolving
. motion on the inner edge of the rings, whereas in the rings
of Steelcraft, which are said to be high in the centre, there
is a rocking motion which has the effect of removing any
carbon that may appear there and which is carried off by
the oil flowing in the crevices or channels found in the
arrangement of the rings in the grooves. And it is said
further that the difference between Steelcraft and Cords
represents an improvement of three hundred per cent in the
former over the latter. In my opinion there is no distine-
tion between the two rings. I suspect that if any slight
structural variation is to be found between the rings of
Steeleraft and the rings of Cords, it was designed to meet
the possible charge of infringement, but there is really
no distinction between them, and Steeleraft is the equiva-
lent of Cords.

I am therefore of the opinion that the defendants have
infringed the claims in the patent to Cords which are men-
tioned in the plaintiffs’ particulars of breaches. Costs
will follow the event.

Judgment accordingly.

Nore: In this case the following form of judgment, which is a de-
parture from the previous forms, was approved, and may be followed:

IN THE EXCHEQUER COURT OF CANADA
the day of 19
PRESENT:
The Honourable
Between:
Style of Cause
Preamble .

This Court doth order and adjudge that as between the plaintiffs
and the defendants claims numbers . . . . . . of the letters
patent of the plaintiff, No. bearing date the

day of 19, , in the pleadings mentioned,
are valid and have been infringed by the defendants
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And this Court doth further order and adjudge that the defendants,
their servants, agents and workmen, be and they are hereby severally
restrained during the continuance of the said letters patent from infring-
ing the same and from making, constructing, using and/or vending to
others to be used in Canada the invention described therein.

And this Court doth declare that the plaintiffs are entitled to recover
from the defendants the damages sustained by them by reason of the
infringement of the letters patent aforesaid or the profits which the de-
fendants have made by reason of the said infringement, as the plaintiffs
may elect after the filing of the statements, records and accounts herein-
after referred to.

And this Court doth order that each of the defendants do within
twenty days after the service of this judgment file with the Registrar of
this Court statements duly verified on oath showing the numbers of
articles made in infringement of the said patent, of the mumbers of
such articles sold from time to time by such defendants, of the prices at
which the same were so sold and of the profit made by such defendants
on such sale, together with the records and accounts kept by each of the
defendants in accordance with the order made herein on the
day of 19. , such records and accounts to be duly verified on oath.

And this Court doth further order that, after the plaintiffs. have
elected as aforesaid, inquiry be made by the Registrar of this Court
a8 to the damages sustained by the plaintiffs or the profits made by the
defendants as the case may be.

And this Court doth further order that each of the defendants do
within ten days after the service of this judgment make and file a suffi-
cient affidavit stating what articles were at the dates of this judgment
and of the affidavit respectively in his or its possession or power made in
infringement of the said letters patent and accounting for the said articles.

And this Court doth further order and adjudge that the defendants
do within fourteen days after the filing of the said affidavit deliver up to
the plaintiffs the articles which shall by such affidavit appear to be in his
or its possession or power.

And this Court doth further order and adjudge that the defendants
do pay to the plaintiffs their costs of this action forthwith after taxation
thereof. '

Costs oi"' the reference are reserved.

By the Court,

Registrar.
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BETWEEN : 1;93;1’
A C SPARK PLUG COMPANY ............ PrarNTIvy; Sept-27 & 28
AND Dec. 5

CANADIAN SPARK PLUG SERVICE,
SUPER REFINED MOTOR OILS | DEFENDANTS.
& TIMOTHY WILLIAM BRAZIL.

Trade-marks—Spark plugs manufactured by plaintiff reconditioned and
sold by defendants—Whether plaintiff's trade-mark infringed by de-
fendants—Whether defendants’ conduct an actionable wrong under
Unfair Compelition Act.

The plaintiff is & manufacturer of spark plugs for use in internal com-
bustion. epngines and is the owner of a registered trade-mark con-
sisting of the letters “A C”. The defendants carry on the business
of reconditioning several makes of spark plugs, including those manu-
factured by the plaintiff, and reselling them at reduced prices. The
defendants do mot purport to sell the reconditioned spark plugs as
new ones, but place the various makes of spark plugs, after recon-
ditioning, in individual cartons, and these into larger cartons in
which they are sold. On the outside of all cartons are printed the
words “Spark Plug—Reclaimed By—Canadian Spark Plug Service.”
The plaintiff brought action asking for an injunction restraining the
defendants from reconditioning and reselling spark plugs manufac-
tured by the plaintiff. The Court found that the defendants had
always acted in good faith; that there was not at any time any at-
teropt by defendants to pass off the spark plugs for anything else
than second-hand spark plugs; that defendants never represented
the spark plugs as mew; that the epark plugs as reconditioned and
resold by defendants were not new and could be deseribed only as
repaired spark plugs.

Held: That there is no prohibition on the resale of repaired articles to
which the trade-moark of the original maker is applied, and for which
he has been paid.

2. That there is a distinction between an article repaired and one really
reconstructed, and here the defendants do not produce a new article
but merely repair an old one and there is nothing in law to prevent
them doing so.

3. That the business carried on by the defendants does not contravene
8. 11 of the Unfair Coropetition Act, 1932, 22-23 Geo. V, ¢. 33, nor is
it contrary to honest industrial and commercial usage, since there
has been mo infringement and no passing off.

ACTION by the plaintiff asking for an injunction re-
straining defendants from infringing plaintiff’s trade mark
rights.

The action was tried before the Honourable Mr. Justice
Maclean, President of the Court, at Toronto.

W. J. Beaton, K.C. and J. A. Wright for plaintiff.
R. T. Harding, K.C. and K. Koskey for defendants.
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The facts and questions of law raised are stated in the
reasons for judgment.

The PresipeENT, now (December 5, 1934) delivered the

Prua Smvice following judgment:

ET AL

Maclean J.

The plaintiff is the registered owner of a trade mark
which may be described shortly as consisting of the letters
“A C,” and is used in connection with the sale of spark
plugs and ignition apparatus for internal combustion
engines. It is alleged that the defendants infringe this
mark, and contravene sec. 11 of the Unfair Competi-
tion Act, in the manner I shall shortly describe. No ques-
tion arises as to the validity of the plaintiff’s trade mark,

~and it is not questioned that the plaintiff carries on a very

extensive business in Canada in the manufacture and sale
of spark plugs to which its mark is applied.

Broadly stated the controversy here relates to the mat-
ter of the re-sale of second-hand A C spark plugs, with
the plaintiff’s trade mark still thereon, and which, the de-
fendants claim, have been merely repaired prior to their
re-sale, the plaintiff claiming that they have been so re-
constructed or altered as to become in reality spark plugs
other than A C plugs, and the matter for determination
is whether this constitutes infringement of the plaintiff’s
mark, or such unfair competition as to constitute an ac-
tionable wrong under the Unfair Competition Act. It be-
comes necessary therefore to narrate with some care the
principal facts here disclosed. It will be convenient
usually to refer to the first named defendant as “Over-
holt,” and to the last two named defendants as “Brazil.”

The defendant Brazil, besides dealing in automobile ac-
cessories and oils, buys and sells used spark plugs of dif-
ferent makes which have been discarded by motor car own-
ers, and he buys and sells repaired or reclaimed spark plugs
of different makes, among them the plaintiff's A C spark
plug. The quantity of A C spark plugs so sold by Brazil,
or the proportion it constitutes of his total sales, is not of
importance. Brazil openly engages in the buying of used

-spark plugs from many sources; he has advertised in news-

papers that he was a buyer of A C and other discarded spark
plugs, and he has advertised the sale of A C and other spark
plugs, at 29 cents, sometimes at 39 cents, guaranteed to
function for 10,000 miles, but without stating in such ad-
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-yertisements that they were second-hand spark plugs. 1934
Prior to the commencement of this action Brazil displayed A ¢

.a sign in front of of his business premises at Hamilton, ad- Searx Proa
vertising the sale of A C and other spark plugs, without Caw.Spsx
mentioning in any way that they were second-hand plugs, =7 mVe
but since that date the sign was so altered as to indicate Modoan
that the spark plugs were “reclaimed ” plugs. Brazil does = —

not deal in new spark plugs.

The evidence shows that Brazil buys from several sources
.discarded spark plugs for three cents each, which spark
plugs he sells to Overholt at four cents each; the business
.of the latter seems to be that of buying and reclaiming dis-
carded spark plugs and then selling them to garages and
-dealers. Brazil purchases reclaimed spark plugs, among
‘them A C plugs, from Overholt at fourteen or fifteen
cents, and in turn he sells them to owners. of motor cars,
-at the prices already mentioned, and occasionally to dealers
:and garages in quantities when a discount is allowed. I do
not understand it to be claimed that there is any offence in
the mere buying of discarded spark plugs, by any person.
Overholt and Brazil occupy different portions of the same
‘building in the conduct of their respective businesses, yet
I am satisfied they are not in any way associated together,
but even if they were it would not seem to be of any im-
portance here. I might observe that the class of business
which I have just described as being carried on by Brazil
.and Overholt, in spark plugs, has been quite a common one
‘throughout Canada and the United States, for several years
past. At the inception of the business of selling reclaimed
spark plugs, the plaintiff, in respect of its A ‘C plugs, does
not seem to have made any protest, and it was not till 1929,
that it began efforts to prevent it, just how we need not
delay -to consider.

As already stated, it is the plaintiff’s contention that the
A C spark plugs sold by the defendants are not discarded
plugs merely repaired, but that, it is claimed, they have
been reconstructed, altered in character and diminished in
efficiency, to such an extent, that they are no longer in fact
A C plugs, but another spark plug altogether, and put on the
market with the plaintiff’s trade mark applied thereto.
That is a question of fact, and the case was put to me on
that footing; consequently it is necessary to inquire briefly
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into the original construction of the A C spark plug, and
to ascertain precisely just what is done to the discarded
spark plugs in the way of repairs, or in the process.

Caw.Searx of reclaiming them, and their condition when re-sold.

Prua Service
ET AL.

The first part of a spark plug to be mentioned is the

MadeanJ. Steel shell, or housing as it is sometimes called, and inside

this shell and extending beyond it is a poreelain core in-
sulator which extends from the top to the bottom of the
plug; inside the insulator is an electrode wire, called the
centre electrode, and that extends from the top to the
bottom of the spark plug; on the side of the shell is an-
other wire, called the side or shell electrode, the point of
which at the top bends over about at right angles to the:
centre of the insulator just above the point of the centre
electrode, and so positioned and adjusted that a very slight.
gap separates the points of the two electrodes. If one point
is just above the other it is called an “end gap,” if one point.
is on the side of the other it is called a “side gap.” The spark
plug functions in this way: The electric current comes.
from the top of the plug down the centre electrode, which
is insulated from the shell by the porcelain core, and the
spark is made by the electric current jumping from the
centre electrode across the gap and over to the shell elec-
trode; in that way the fuel charge in the combustiom
chamber is fired and the plug has then performed its fun-
tion. That affords a sufficient outline of the construction
and functioning of a spark plug. The plaintiff has de-
signed a number of spark plugs, which are distinguished
by a letter and a number, such as J-12, each having, it is
claimed, definite heat characteristics, determined at the
time of construction, but I do not think it necessary to
take time to elaborate upon this feature of the A C spark
plugs. The efficient life of a new spark plug is limited
because of the accumulation of carbon, grease and dirt,
and the deterioration of the points of the electrodes; the
normal life of a spark plug is said to be 10,000 miles.

Now, what Overholt does to the plug is this: The plug
is first put into a cleansing bath, and following that it is
mechanically sand blasted. Sand blasting machines de-
signed specially for this purpose, are freely offered for sale
to the public, are easily made, and are very generally in
use for such purposes by garages, and motor car repair
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ghops. Thus the rust, any accumulation of carbon, old oil,
or dirt, are removed from the spark plug and the electrodes.
Then the electrodes are straightened or adjusted, that is,
the normal gap between the points of the electrodes is
restored if through usage they, the points, have been dis-
turbed or distorted; if the electrodes have been seriously
damaged or burned the plug is thrown away, and Over-
holt states that about twenty-five per cent of the discarded
spark plugs he buys are for this reason thrown away. New
electrodes or insulators are never placed in old spark plugs
by Overholt. In the course of cleaning or repairing spark
plugs the position of the shell electrodes may be altered,
for example, from the top to the side of the centre elec-
trode, thus giving what is called a side spark instead of an
end spark; this would be done in the case of an end gap
where the underneath part of the shell electrode had been
burned or damaged, but the normal gap between the elec-
trodes is, of course, preserved. This particular operation is
a very simple one, quickly performed, and an obvious one
if the conditions I have mentioned are found to prevail.
Then the points of the electrodes may be so damaged as to
require a little filing to smooth them, or the extreme
points of the electrodes may have to be clipped off. The
proper gap between the points of the electrodes seems to be
a matter easily determined, by appropriate measuring in-
struments, or by the practised eye of those who undertake
to repair used spark plugs. After the shell of the spark
plug has been lacquered, it is placed in small individual car-
tons, and these into larger cartons, and in such containers
they are sold. On the cartons are printed the words “Spark
Plug—Reclaimed By—Canadian Spark Plug Service.” The
cartons in which A C spark plugs are placed are of a par-
ticular colour to distinguish them from other spark plugs.
And it is these reclaimed spark plugs that Overholt sells to
Brazil, and which Brazil sells to the public. The words
“Reclaimed By,” appearing on the larger cartons, are in
fairly large type and are quite conspicuous. The same
words appearing on the cartons holding the individual spark
plug are proportionately smaller, and are therefore not as
conspicuous as perhaps they should be, but the words are
legible, and I do not think bad faith can be imputed to
Overholt on this account.
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Considerable evidence was given on behalf of the plain--
tiff for the purpose of showing that any shortening of the
insulators or electrodes, any change in the shape of the
lower end of the insulator, any alteration of the position
of the points of the electrodes, or any set-back given the
insulator, prevented a satisfactory or perfect functioning
of the centre electrode, both as an electrical conductor and.
as a heat conductor. It was contended, as I understand
it, that the reclaiming operations which I have described,
diminished the length of the insulators and electrodes to
such a degree that the spark plug was no longer able to
accomplish that degree of efficiency intended by the plain-
tiff’s engineers when designing each particular type of
A C spark plugs. It seems to me-that this point is much
exaggerated and is not entitled here to the weight or im-
portance which the plaintiff attempts to ascribe to it.
Some of the insulators may be very slightly shortened
owing to the removal, in the cleaning operations, of the
accumulated coating thereon, caused by the heat and car-
bon; and the electrodes may be shortened sometimes but
only in a very slight degree. All this goes to a compari-
son of the efficiency of a reclaimed plug and the theoreti-
cal efficiency of a new one. The fact is that used spark
plugs are cleaned or reclaimed, in the manner deseribed,
by scores of persons, and are again used with considerable
satisfaction; the fact that Brazil alone sells about 800 of
repaired spark plugs per week and apparently with gen-
eral satisfaction to his customers, with few replacements
being necessary, is evidence that the cleaning and repair-
ing operations extend very materially the useful life of
such spark plugs. They may not be as efficient, particu-
larly in the circumstances described by Mr. Gray, as new
spark plugs, and I do not understand that this is claimed
for them by the defendants. The plaintiff itself sells sand
blasting machines for the same purpose for which Over-
holt and others use them. In an advertisement appearing
in a journal called Canadian Automotive Trade, a picture
of the plaintiff’s machine appears and bears the caption
“A C Spark Plug Cleaning and Re-Gapping Service,”
and the advertisement states that “cleaning and re-gap-
ping sells more new plugs than any other sales activity.”
The method of cleaning and re-gapping spark plugs which
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Overholt pursues must be practically the same, and prac-
tically as efficient, as the method pursued by Registered

63
1934
AC

Cleaning Stations which the plaintiff so strongly recom- SPAR‘;_P Lva
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must be much the same. I have no difficulty in conclud-
ing that what is called “reclaiming” of spark plugs, as
practised by Overholt, and as exemplified by the spark
plugs sold by the defendants, is merely a work of cleaning
and repairing, and in no sense can it be fairly said that
these spark plugs have been reconstructed; no new ele-
~ ment has been added, none has been taken away, and there
has been no substitution of new elements for old. I do
not think it can be said that those plugs constitute a new
plug, or another plug, or that they can be described as
being anything else than a repaired spark plug.

Another question of fact is in dispute between the par-
ties, and to this I should refer. Evidence was given by
one McGillivray to the effect that he had purchased from
Brazil a set of spark plugs, for the car of one Dr. Eaton,
and that Brazil on that occasion represented to MeGilli-
vray that the insulators and electrodes in the spark plugs,
which the latter examined, were new. MecGillivray stated
that he was aware that the shells of the spark plugs were
old, and had been in use. The plugs so purchased from
Brazil shortly turned out to be unsatisfactory and had to
be replaced. Brazil denies that he made any such repre-
sentation to MeGillivray, and I accept his version of what
occurred on that occasion. It is highly improbable that
Brazil would make such a representation; Overholt never
inserted new insulators or electrodes in the repair of dis-
carded spark plugs, and it is improbable that he was
equipped to do this, or that he would even know how to
do it; and Brazil never dealt in spark plugs other than
those that had been repaired in the manner I have de-
scribed. Upon the evidence before me I cannot find that
any of the defendants, at any time, made representations
to any persons, that the A C spark plugs sold by them,
were new ones, or that they contained new insulators or
electrodes; and I think they were throughout acting in
good faith, and under the belief that what they were doing
was perfectly proper and lawful and not in contravention
of the legal rights of any one. There was not, in my

UG SERVICE
ET AL.

Maclean J.
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opinion, anything such as an attempt to pass off the spark
plugs in question as being anything else than what they
were, second-hand spark plugs; it was notorious that what

Cax.Searx the defendants were doing, was being done openly by

Prua Service

ET AL.

Ma:tEn J.

many others, and the reduced prices at which the spark
plugs in question were being sold, in comparison with new
ones, would justify the inference that customers expected
to receive second-hand spark plugs.

I apprehend it may be asserted safely that any article,
the origin of which is indicated by a trade mark, may be
lawfully sold, by the owner. That being so, I cannot think
that if such article has been repaired that it is in a different
position and cannot be sold without infringing. I do
not think that trade mark legislation contemplates the
prohibition of the re-sale of repaired articles to which the
trade mark of the original maker is applied, and for which
he has received his price. I am at a loss to discover any
principle upon which such a prohibition could securely
rest. It is well known that what is complained of here oe-
curs daily in some form or other, and if it were necessary
numerous illustrations might be mentioned. The plaintiff
itself did not apparently, for a time, regard this practice as
an actionable one, and it was only when the practice be-
came widespread and reached large proportions that it
commenced actions of the nature here. In a case of this
kind, I think, the question always is: Has the article been
repaired or has it been so reconstructed that it is in reason
and in sense a new one?

Turning now to a consideration of the authorities upon
the point under discussion. Practically all the authorities
cited at the trial, or which I have been able to discover,
are discussed by Kerwin J., of the Supreme Court of On-
tario, in an action brought by the plaintiff here, against
one Logan, (1). The facts in that case would appear to
be practically the same as in- this case. Apparently the
authorities, in cases of this nature, lay down the principle,
that if the trade-marked or patented article has been re-
paired only, and has not been materially re-built or re-
constructed, it may be resold by the owner without in-
fringing. What is a repair, is a question of fact, and may
sometimes be difficult to determine. Now this is not a case
of refilling trade-marked packages or containers with

(1) 1934 OL.R. 301.
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goods similar to the goods originally there contained. It
is probably correct to say that the trade mark, in such
cases, should be completely obliterated or removed from
the package or container in order to escape infringement.
We may therefore disregard the authorities referable to
that state of facts. The remark of Lord Halsbury during
the argument in Sirdar Rubber Co. Ltd., v. Wallington,
Weston & Co. (1) was mentioned. This was an action for
infringement of a patent which related to a combination
of rims and tires for vehicle wheels and it appears that the
question raised was whether the defendants infringed by fit-
ting new tires into the plaintiff’s rims. It became unneces-
sary to decide this question because the patent was held in-
valid, but during the argument upon this point Lord Hals-
bury interjected this remark:

The principle is quite clear although its application is sometimes

difficult; you may prolong the life of a licensed article but you must
not make a new one under cover of repair:
In a somewhat similar state of facts, Kekewich J., in Dun-
lop Pneumatic Tire Co. Ltd. v. Holborn Tire Co. Ltd. (2),
said the question there was whether the article was hon-
estly a new article, or whether it was an old article re-
paired. In the case of Dunlop Pneumatic Tire Co. Ltd.,
v. Neal (3), another case of infringement of a patent, the
invention related to rubber tires and metal rims of wheels
for cycles. Mr. Fletcher Moulton, later Lord Justice
Moulton, and who had a very wide experience in patent
cases, argued, for the plaintiff, that what the defendant did
there was not a mere repair but was equivalent to re-
construction because what the defendant did was to put
in everything new except the wires, and he is reported as
saying that the sale of a patented