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MONSANTO CO.

The centuries-old common

law rule against unreasonable
restraints on alienation of property
discourages limitations on the free
exchange or transfer of property as
a brake on the efficient allocation
of resources. This principle
underlies the common law rule
against perpetuities, providing
that interests must vest within 21
years of a life in being at the time
of interest creation.

In the context of patent law, these
principles are evident in the patent
exhaustion doctrine. This doctrine
provides that the first authorized
sale of patented subject matter,
such as a product, completely
exhausts the patentee’s rights to
control that subject matter, such
as by influencing a subsequent

use or sale. Recently, these well-
settled principles of the common
law have run smack into modern
technology in the ongoing patent
infringement battles being waged
by Monsanto Co. against farmers
and grain elevator operators
concerning genetically modified
organisms (GMOs) in agriculture,
such as Roundup Ready crops.
One of these patent disputes,
Bowman v. Monsanto Co., has now
reached the Supreme Court, with

oral arguments scheduled for Feb.
19.'The bulk of amicus briefs filed

in the matter are by non-profit
and public interest groups favoring
Bowman; the U.S. Solicitor
General has filed the only amicus
brief favoring the respondent.

Monsanto’s GMO plants resist
herbicide

'The technology at issue in
Bowman is herbicide-resistant
crop plants. In Bowman, the crop
is soybeans, but the technology
has been successfully applied to
various crop plants, including
alfalfa, canola, corn, cotton

and sugar beets. The herbicide
involved is N-phosphonomethyl
glycine, commonly known as
glyphosate, which is a widely
used organophosphorus broad-
spectrum herbicide. Glyphosate
was developed by Monsanto in
the 1970s and has grown to play
a significant role in the herbicide
market. Glyphosate’s growth is
due, in part, to its function as

an inhibitor of a biosynthetic
pathway unique to plants. As

a consequence, glyphosate

was thought to be safe for use
around animals. The herbicide
would hardly be popular if it
went beyond killing weeds to
killing crop plants, however. To
avoid such deleterious effects,
crop plants were engineered by
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IP: The Supreme Court levels its eye at
agricultural GMOs

THE HIGH COURT WILL LOOK AT THE PATENT EXHAUSTION DOCTRINE IN BOWMAN V.

Monsanto to resist glyphosate.
The herbicide is the active
ingredient in Roundup herbicide,
and resistant plants are Roundup
Ready (RR) plants. Roundup
Ready plants have been genetically
engineered to express a mutant
version of the gene targeted by
glyphosate, and to express that
mutant gene at an elevated level.
'Thus, the genetic engineering
undertaken by Monsanto Co.
was not straightforward or trivial,
and the company seeks a return
on its substantial research and
development investment.

GMO plants self-replicate

Monsanto Co., as provider of
the herbicide Roundup as well as
the RR crop plants compatible
with that herbicide, would appear
to be well-positioned to profit
from the need to control weeds
in agriculture, but there is a
problem. RR crop plants, like

all living things, are capable of
reproduction. If Monsanto sells
its patented seeds to a farmer,
the patent exhaustion doctrine
would suggest that Monsanto’s
interests were completely
exhausted upon the sale of seeds.
A farmer planting the purchased
seeds could obtain seeds for
subsequent crops from the
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plants being grown rather than
returning to Monsanto. Moreover,
the farmer could sell seeds from
his crops, thereby competing
with Monsanto. Realizing the
potential predicament, Monsanto
avoided the potentially crippling
application of the patent
exhaustion doctrine by alienating
seed by license rather than
unconditional sale.

Mr. Bowman bought RR crop
seed from Monsanto, grew it

and sold the seeds of the grown
plants to a grain elevator, a sale
that was authorized by the license
if the sold seeds were used as
commodities and not planted

to grow more plants. Bowman
also bought seed from the grain
elevator to grow second crops late
in the growing season. Monsanto
discovered the planting of grain
elevator seed and sued.

In the district court, Monsanto
prevailed on summary judgment.
‘The district court held that
Bowman infringed the Monsanto
patents by his unauthorized
planting of the grain elevator
seed because the license-limited
alienation of RR seeds by
Monsanto did not exhaust its
patent rights. The Federal Circuit,
which hears all patent appeals,
affirmed the district court’s
judgment.

Patent rights aren’t (currently)
exhausted by first sale of self-
replicating technology

In the appellate proceeding,
Bowman argued that the
Monsanto license authorized the
sale of seed to grain elevators and
that authorized sale exhausted
Monsanto’s patent rights under
the Supreme Court’s analysis

in Quanta Computer, Inc. v. LG
Electronics, Inc. Bowman also
argued that the purchased seeds
substantially embodied each

subsequent generation of seeds,
like Russian nesting dolls, and
that if this were not the case, the
exhaustion doctrine was useless in
this context.

Monsanto countered that Quanta
was not controlling because
Monsanto’s sale of seeds was
restricted, unlike the unrestricted
sale at issue in Quanta. Thus,
authorized sales of Monsanto’s
seeds were limited by the license
and did not exhaust Monsanto’s
rights relating to unauthorized
uses. Monsanto then argued that
each generation of plants, or seeds,
is a newly created infringing
article. In affirming the district
court judgment, the appellate
court held that the authorized, but
restricted, sale of RR seeds did not
exhaust Monsanto’s patent rights.
Further, because the grain elevator
seeds were not limited to planting
as the only reasonable and
intended use, the sold seeds could
not be regarded as embodying
future generations of seeds.

Undaunted, Bowman petitioned
the Supreme Court for review.
Some were surprised when, on
Oct. 5,2012, the court granted
the petition. The questions to be
addressed before the Supreme
Court are whether the appellate
court erred in not finding patent
exhaustion upon the sale of RR
soybean seeds and whether an
exception to the patent exhaustion
doctrine should be created for
self-replicating technologies.

Many in the biotechnology

and agricultural fields felt that
Monsanto limited its alienation
of RR seeds by license, thereby
avoiding patent exhaustion, and
the district and appellate courts
confirmed that view. The Supreme
Court’s willingness to review,
and the questions presented,
have unsettled the industries.
At this point, it is unclear what,
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if anything, the Supreme Court
will do to the patent exhaustion
doctrine, but the consequences
could be enormous for industries
reliant on self-replicating
technologies. The Court’s recent
bold decisions in the field of
biotechnology, such as Mayo
Collab. Serv. v. Prometheus Labs.,
Inc., have done nothing to bank
fears that a Bowman decision
could dramatically alter the
commercial prospects for these
self-replicating technologies.

DISCLAIMER: The information
contained in this article is for
informational purposes only and

is not legal advice or a substitute
for obtaining legal advice from

an attorney. Views expressed are
those of the author and are not fo
be attributed to Marshall, Gerstein
&F Borun LLP or any of its former,
present or fuz‘ure clients.
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