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and

CANADIAN LIFE AND HEALTH INSURANCE ASSOCIATION INC.
and THE CANADIAN BANKERS ASSOCIATION

Interveners

JUDGMENT

1. The appeal is allowed and the judgment of the Federal Court is set aside.

2. The appeal of Amazon.com, inc. of the decision of the Commissioner of Patents is allowed.

3. No costs are awarded in this Court.
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4. Amazon.com, Inc. is entitted to its costs in the Federal Court, determined on a party and

party basis in the usual manper.

5. Canadian Patent Application No. 2,246,933 |s referred back to the Commissioner of Patents
for an expedited re-examination in accordance with the reasons of this Court issued concurrently

with this Judgmen.

"K. Sharlow"
LA
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REASONS FOR JUDGMENT
SHARLOW J.A.

{1] The Commissioner of Patents refused to grant z patent to the respondent Amazon.com, Inc.
for 1ts one~click method of internet shopping because the claimed invention is not an “art” or a

“process” within the meaning of those words as used in the definition of ““invention™ in section 2 of
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the Parernt Act, R.S.C. 1985, ¢. P-4. Amazon appealed the Commissioner's decision to the Federal
Court pursuant to secuon 4] of the Patenr Act. Justice Phelan allowed Amazon's appeal, quashed
the Commissioner’s decision, and ordered “an expedited re-examination with the direction that the
claims constitute patentable subject matter to be assessed in @ manner congistent with the Reasons
for Judgment.” Given Justice Phelan's construction of the patent claims, his directions amount to an
order to the Commissioner to grant the patent, Justice Phelan's reasons are reported as Amazon.com,

Inc. v. Canada (Afiorney Ceneral), 2010 FC 1011, {2010] 4 F.C.R. 541.

[2]  The Commissioner did not grant the patent and has appealed the judgment of the Federal
Court. Leave to intervene was granied 1o Canadian Life and Health Insurance Association Inc. and
The Canadian Bankers Association, who made submissions supporting the position of the Attomey

Genera) of Canada.

[3]  For the following reasons, I canclude that the appeal should be allowed but only to amend
the direction so that it requires the Commissioner to re-examine the paterit on an expedited basis in a

manner consistent with these reasons.

Background

(4]  On September 11, 1998, Amazon applied for a patent for an invention entitled “Method and
System For Placing A Purctiase Order Via A Communication Network™ ((Canadian Pateni

Applicatien No. 2,246,933). The named inventors are Shel Kaphan, Joel Spiegel, Jeffrey P. Bezos

NOU-24-2811 16:30 P.PE/38
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and Peri Harman. Priority is claimed from two United States patent applications (08/928,951 filed

on September 12, 1997 and 009/046,503 filed March 23, 1598).

[S]  The phrase “commupication network” in the title of the patent application means (or at lcasl
includes) the internet. The internet connects computers located anywhere in the world, permitting

them to share information in electronic form,

{6)  Shopping on the intemet is commonplace now, but in 1998 ir was relatively new. The
background information in the patent application says that internet shopping in 1998 presented
problems because of the number of interactions required between the customer's computer and the

merchant's computer,

[7] Consider, for example, the case of i person who makes an online purchase from a merchant
and wishes t0 make another. For the second purchase, the customer would have to duplicate a
number of steps taken for the first purchase. That could include keying into the customer’s
computer the same personal information provided for the first purchase (generally, the customer's
name, address and credit card information) and sending it a second time to the merchant’s computer.
The time taken to duplicate those steps could frustrate and discourage the customer, and could also

increase the risk of the unauthorized interception of the customer’s personal Information.

(8] Amazon’s solution to this problem is “one-click™ internet shopping. During a customer’s

first online contact with a merchant. the customer supplies the necessary personal information,
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which is stored in the merchant's computer. The merchant’s computer assigos that information a
unique identifier (a cookie) and sends the identifier to the customer’s computer, where it is stored. If
the same customer makes a subsequent online visit to the same merchant, the merchant's computer
identifies the customer by means of the cookie stored in the customer’s computer. If the customer
selects an itemn or items for purchase, the customer is prormpted 0 take a single acton, typically a
mouse click on a burton displayed on the customer’s computer screen as provided by thc merchant’s

computer, to complete the purchase transaction.

[9]  The merchant’s computer system is programmed to respond to that single click by taking a
number of steps automatically. Using the custorner’s cookie, the merchant’s compuler associates the
customer’s order with the custorner’s personal information stored in the merchant’s computer,
generates the order, processes the payment by credit card, and generales shipping instructions.
According to the disclosure in the patent application, the result of this autoratic process of
retrieving data and generating sale and delivery instructions i$ that the customer is spared the (ime

and increased risk involved in resending personal information to the merchant's computer.

10} The Amazon patent application asserts 75 ¢laims. Claims 1 t0 43 and 51 to 75 are drafied as
“method” claims, and claims 44 to 50 are drafted as “system" claims. The parties have agreed that
the disposition of this appeal should be based on Claim 1, typifying the method claims, and Claim
44, lypifying the system claims. The claims are similar in that they describe the steps in the previous
paragraph, as wefl as the steps a customer would take to change the personal information stored in

the merchant’s computer. Claims 1 and 44 read as follows:



NOU-24-2811 16:31 P.B9,38

Page: 5

Claim 1
A method in 2 client system for ordering an item, the method comprising:
receiving from a server system a client identifier of the client sysiem;
persistently storing the client identifier at the client system;
when an item is to be ordered,

displaying information identifying the item and displaying an indication of a
single action that is to be performed to order the identified item; and

in response (o the siagle action being performed, sending to the server
system a request to order the identified item along with the client identifier,
the client identifier identifying account information previousty supplied by a
user of the client system wherein the user does not need to Jog in to the
server system when ordering the item; and

when account information is to be changed,
coordinating the log in of the user to the server system;
recerving updated account information; and
sending the updated account information to the server system

whereby the user does not need to log in to the server system when ordering the
item, but needs to log in to the server system when changing previously supplied
account information.

Claim 44
A client system for ordering an item, comprising:

a component that receives from a server system a cliem identifier of the client
system and that stores the client identifier persistently;

a component that orders an item by displaying information identifying the item
along with an indication of a single action that is to be performed (o order the
identified item and by sending [0 the server system a request (0 order the
identified item along with the client identifier, the client identifier identifying
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account information previously supplied by 2 user wherein the user does not
need 10 log in (o the server system when ordering the jtem; and

A component that updates account information by coordinating the log in of the
user [o the server system, receiving updated account information from the user,
and sending the updated account information to the server system.

[113  The phrase “clieat system” as used in these claims refers to the customer’s compater, the
phrase “server system"” refers to the merchant’s computer, and the phrase “client identifier” refers to
the unique identifier, or cookie, that functions as the merchant’s key to the customer’s personal

jinformation stored on the merchant’s computer.

[12) A patent examnimer issued a “Final Action” on June 1, 2004 rejecting ali 75 claims on two
grounds, obviousness and what I will refer to as “no patentable subject matter”, which is 2
shorthand expression for the conclusion that the application discloses no “invention” as defined in

section 2 of the Pateni Act. That defmition reads as follows:

2. In this Act, except as otherwise 2, Sauf disposition confraire, les
provided, définitions qui suivent s’appliquent 2 la
présente lol.

“inventon” means any new and useful  « invention » Toute réalisation, toui
art, process, machine, mannfacture or  procédé, (oute machine, fabrication ou
composition of malter, or any new and ~ compaosilion de matiéres, ains) que rout
useful improvement in any art, process,  perfectionnement de 'un d'cux,
machirie, manufaclure or composition  présentant le caractére de la nouveauté
of marter. et de I'utilite.

(13]  Amazon challenged the examiner’s decision, resulting in a hearing before the Patent Appeal

Board on November 16, 2005. Two members of the Board assigned to that hearing retired from the
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public service before a recommendation was finalized. A rehearing was scheduled before a new

panei of the Board on Sepiember 18, 2008.

(14]  The newly constituted Board recommended that the Commuissioner reverse the examiner's
objection on the ground of obviousness, uphold the exarminer’s objection on the ground of no
patentable subject matter, and reject the application solely on the ground of no patentable subject
matter. On March 3, 2009, the Commussioner made a ruling concurring with the findings and
recommendations of the Board, and refusing to grant the patent. The Board's reasons and the
Commussioner’s ruling are reported as Re Kaphan Pareni Applicaiion Np. 2,246,933, 2009

LNCPAT 2 (QL), 75 C.P.R. (4th) 85.

[15)  The principal issue in the Federal Coust was whether the Commissioner erred in law in
refusing (o grant the patent for want of patentable subject matter. As mentioned above, Justice
Phelan allowed the appeal and referred the patent application back to the Commissioner for
reconsideration, effectively directing that the patent be issued. The Commissioner has appealed 10

this Court.

Patent experience in other jurisdictions

[16]  Amazon has applied for patents in other jurisdictions for its one-click method of internet
shopping, asserting claims that are apparently similar to those asserted in this case. It succeeded in
obtaining patents in the United States, Australia and New Zealand, but not in Europe. [n my view, it

would not be helpful in the disposition of this appeal to attempt to explain the results of Amazon’s
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patent applications in other jurisdictions. It is enough to say that every jurisdiction has its own
patent laws and administradve pracuces, and they are inconsistent with one another in important
respects. The fact that a patent is granted for a particular invention in one or more other jurisdictions

cannot determine whether it constitutes patentable subject matter in Canada.

Standard of review

[17]  The question before the Commissioner was whether the claimed invention is within the
scope of the definition of “invention” in section 2 of the Patens Act. The answer (6 that question
required the Commissioner (0 interpret the definition of “invention”, and in particular the words
“art” and “‘process™ in that definition. Those are questons of law. The parties agree, as do I, that the
Commissioner’s conclusions on those questions are reviewable on the standard of correctmess:
Harvard College v. Canada (Commissioner of Patents), 2002, SCC 76, [2002] 4 S.C.R. 45, per
Justice Bastarache writing for the majority at paragraphs 148-149. T note that Justice Binnie, who
wrote the dissenting reasons in Harvard College, did not comment on the standard of review but

seems 10 have applied the correctness standard (see paragraph 5).

(18)  The Commissioner's defermination also requires a construction of the patent claims. Patent
consmuction is i question of law, reviewable on the standard of correctness. However, any facrual
determinations made by the Commissioner in conaection with the construction of the patent should
be reviewed on the standard of reasonableness (see Harvard College, per Justice Bastarache at

paragraph 151).
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(19)  Justice Phelan dealt with the standard of review a1 paragraphs 28 to 30 of his reasons. As |
read those paragraphs, he also agreed thar in this case, questions of law are 1o be reviewed on the
standard of correctness, and questions of fact are to be reviewed on the standard of reasonableness.

It is not alleged that Justice Phelan emred in his determination of the standards of review.

Issues on appeal

[20)  The partics have proposed different characterizations of the issues under appeal. The
Attorney General of Canada, the appellant in this case, says that the issue at the root of the appeal is
whether Justice Phelan erred in concluding that the claimed inveption is patentable subject matier as
defined in section 2 of the Patent Act. The Anomey General of Canada argues that the
determination of that issue requires this Court to answer two questions: (1) What, within the scope
of the claims, have Lhe inventors actually inveated? (2) Does that invention fall within the stamtory

definition of “‘invention™?

[2]1]  Amazon argues that the appeal raises two issues: () whether Justice Phelan erred in finding
and applying the law of purposive construction when construing the claims for the purpose of
determining whether those claims are directed to patentable subject matter, and (2) whether Justice
Phelan erred in finding and applying the test for patentable “ant” as set out in Shell 0il Co. of
Canada v. Canada (Commissioner of Patenss), [1982] 2 S.C.R. 536, and Frogressive Games, Inc. v.
Canada (Commissioner of Patents) (1999), 177 F.T.R. 241, 3 CP.R. (4th) 517 (F.C. T.D.), affirmed

(2000). 5 C.P.R. (41h) 479 (F.C.A.).
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(22)  The parties’ formulations of the issues under appea) disclose 2 fundamental disagregment as
to the analytical framework to be applied in determining whether a patent application should be
granted on the ground of no patentable subject mater (or, in other words, whether there is an

“invention” as defined in section 2 of the Parent Act).

[23] The Attorney General of Canada takes the position thal the Commissioner must in every
cage determine whether the claimed invention falls within the statutory definition of “invention”.
which necessarily requires the Commussioner to identify, independently of the construction of the
patent claims, what the inventor has claimed 10 have invented - the “actual invention” - and 10
determine whether the actual invention falls within one of the categornies enumerated in the statutory

definition of “tnvention".

(24) Amazon argues that the first step in the Commissioner's analysis must be to construe the
patent claims, and that any attempt to idenufy the “actual invention” as an independent question is
wrong in principle because it “requires a court to approach construction in multiple steps, and to
reach different constructons, applying different principles, depending upon the issue to be decided.™
T understand Amazon's argument on this point to challenge paragraph 125 of the Commissioner's

reasons, which reads as follows:

125 To summarize the above, for a claim to be patentable, the form of the claim
(the claim: on its face) must relate o one of the five patentable categories of
invention (art. process. machine, manufacture or composition of matter). Also, the
form of Lhe claim must be neither excluded subject matter nor non-technological
subject mauer. Similarly, the substance of the claimed invention, or "what has
been added (o human knowledge”, must fit under one of the five patentable
categories of invention, and what has besn added 10 human knowledge by the
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claim must not be directed towards either excluded subject matter or non-
technological subject matter.

(25) Isummarize Amazon's argument as follows. The Supreme Court of Canada has held that
purposive patent construction is an antecedent to the determination of the validity or infringement of
a patent: Free World Trust v. Electro-Santé Inc., 2000 SCC 66, (20001 2 S.C.R. 1024. Whirlpoo!
Corp. v. Camco Inc., 2000 SCC 67, [2000] 2 S.C.R. 1067. The Comumissioner’s decision is
inconsistent with those principles because it is based on a determination of the “actual invenrion™
that {s not based on a purposive construction of the claims. Further, the Commissioner's emphasis
on the “form” of the claim and the “substance of the claimed invention” represents an impermissible
anempt o revive the analytical framework, discredited in Free World Trust, of construing a patent
claim in lwo steps by determining the literal meaning of the claims first, and then the substance of

the invention.

(26] Inthe discussion below, 1 deal first with the question of the analytical framework, and then

with some subsidiary Issues in dispute between the parties.

Discussion

(1) Analytical framework

(27] It is fundamental that “patent protection rests on the concept of a bargain between the
inventor and the public” (per Justice Binme at paragraph 13 of Fre¢ World Trusr). The inventor is
granted, for a limited time, the exclusive right 10 exploit his or her invention. In return, the inventor

must disclose the iovention (o the public so that when the term of the patent expires, the invention
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may be exploited by anyone. The object of the Cornmissioner’s examination of a patent application,

understood in its broadest possible sense, 1s 10 determine whether the terms of the bargamn are mel.

That determination requires the Commissioner io interpret and apply the Patent Act.

[28]

Pursuant to subsection 27(1) of the Parent Act, the Commissioner must grant a patent for an

invention if the patent application meets the statutory conditions. Subsection 27(1) reads as follows:

27. (1) The Commissioner shall grant a
patent for an invention to the inventor
or the inventor’s legal representative if
an application for the patent in Canada
is filed in accordance with this Act aod
all other requirements for the issuance
of a paent under this Act are met.

[29]

27. (1) Le commissaire accorde un
brevet d'invention 4 I’inventeur ou 4
son représentant légal si la demande de
brevet est déposée conformément a la
présente loi et si les antres conditions de
celle-ci sont remplies.

Clearly, since a patent can be granted only “for an invention", an applicant tor 2 patct must

claim something that comes within the scope of the definition of “invention” in section 2 of the

Patenr Act. Thus, the claimed invention must be;

... any new and useful art, process,
machine, manufacture or composition
of matter, or any new and useful
improvemen( In any ar, process,
machine, manufacture or coroposition
of matter.

(30)

[...] Toute réalisation, tout procédé,
toute machine, fabrication ou
composition de matidres, ainsi que tout
perfectionnement de I'un d’eux,
présentant le caraciere de la nouveauté
et de ["utilité,

If the Commissioner is satisfied that an applicant for a patent is not by law entitled to be

granted a patent. then section 40 of the Patenr Act requires the Commissioner to refuse the

application. Section 40 reads as follows:



NOU-24-2811 16:33 P.17-/38

Page: 13

40. Whenever the Corarissioner is 40. Chague fois que le commissaire
safisfied that an applicant is not by law  s'est assuré que le demandeur n'est pas
entitled to be granted a patent, he shall  fondé en droit & obtenir la concession
refuse the application and, by registered  d'un brevet, il rejette la derande et, par
letter addressed to the applicant or his cowrier recomrpandé adressé au
registered agent, notify the applicant of ~ demandeur ou & son agent cnregisaé,
the refusal and of the ground orregson  nodfie & ce demandeur le rejet de la
therefor. demande, ainsi que les motifs ou
raisons du rejeL

[31)  The decision of the Commissioncr 1o grant or refuse a patent application is not a matier of
discretion. By virtue of subsection 27(1) and section 40, the Commissioner must grant the
application if the slamitory conditions are met, and must not grant the application if the statutory
conditions are not met (see Harvard College: Justice Bastarache for the majority at paragraph 144;
Justice Binnie for the minority at paragraph L 1). If the application s refused, the applicant is entirtled

10 an explanation.

(32}  The language of subsection 27(1) indicates that the Commissioner, when considering a
patent application, must determine a number of queslions. Some are procedural (for example,
whether the application *is filed in accordance with this Act” ~ no procedural questions are in issue
in this case). Others are questions of law and questions of mixed fact and law, captured by the

phrase “al] other requirements for the issuance of a patent under this Act”.

[33]  Inacertain sense, when the Commissioner is assessing a patent application under subsection
27(1) to determine whether all of the stalutory requirements for a patent are met, the Commissioner

is derermining validity. That is, the Commissioner is essentially determining whether, if the patent
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application is granted for the pasent claims as set out in the patent application, the resulting patent

would be valid.

[34) In the conwext of considering the validity of the parent if granted, the Commissioner must
consider the definition of “invention” in section 2, as well as section 27 and any provisions 0 which
section 27 refers vxpressly or by necessary immplication (including sections 28.2 and 28.3). The key

issues are novelty, utility, obviousness, and patentable subject matter.

(35) The parts of sections 27 that are most relevant to the issues that arise in this ¢casc are

subsecuomns 27(3), (4) and (8), which read as follows:

27. (3) The specification of an invention 27. (3) Lc mémoire descriptif doit :

must

(@) correctly and fully describe the a) décrire d’une fagon exacte et

invention and its operation or use as compléw |'invention ¢t son

contemplated by the laventor; " applicalion ou exploitation, telles
gue les a congues son inventeur,

(b) set out clearly the various steps in b) exposer clairement les diverses

a process, or the method of phases d'un procéde, ou e mode de

constructing, making, compounding construction, de confection, de

or using a machine, manufacture or composition ou d’utilisation d'une

composition of matter, in such full, machine, d'un objet manufachué ou

cleur, concise and exact terms as to d'un composé de matieres, dans des

enable any person skilled in the art termes complets, clairs, concis er

or science to which it pertains, or exacts qui permettent a toute

with which it is most closely personne versée dans |'art cu la

connected, to make, construct, science dont reléve 1’inveation. ou

compound Or use il; dans 1'art ou la science qui s’en
rapproche le plus, de confectionner,
construile, composer ou utiliser
I'invention;

(c) in the case of 2 machine, explain ¢) 9'il s'agit @’une machine, en

the principle of the machine and the expliquer clairement le principe et la

3 P.18/38
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best mode in which the mventor has
contemplated the application of that
prireiple: and

(d) in the case of & process, explam
the necessary sequence, if any, of the
various steps, so as to distnguish the
invention from other inventiuns.

27. (4) The specification must end with
a claim or claims defining distincly and
in explicit terms the subject-matter of
the invention for which an exclusive
privilege or property is claimed.

27. (8) No patent shall be granted for
any merc scientific principle or abstract
theorem.

(36]

Page: 15

meilleure maniere dont son
inventeur en a congu ’application,

d) 8’1 8'agit d’un procédé, expliquer
la suite nécessaire, le cas échéant,
des diverses phases du procédié, de
facon & distinguer I’invention en
cause d'autres inventions.

27. (4) Le mémoire descriptif se
fermige par une ou plusieurs
revendications définissant distinciement
et en des termes explicites 1'objel de
I'invention dont le demandeur
revendique la propnété ou le privilége
exclusif,

N

27. (8) 1l ne peut ére ocrayé de brevet
pour de simples principes scientifiques
ou conceptions théoriques.

Subsections 27(3) and (4) are the statutory embodinient of the two sides of the bargain

underlying the Parenr Act. The information the inventor provides in the patent application pursuant

to subsection 27(3) is the disclosure — the consideration offered by the inventor for the patent Aghts

sought. In the words of paragraph 27(1)(a), the disclosure must (among other things) “fully describe

the invenoon.”

(37]

The information the inveator provides in the patent application pursuant 1o subsection 27(4)

is the claim or claims — the scope of the monopoly claimed by the inventor, [f the application is

granted, the disclosure teaches the public about the invention, and the claims inform the public what

would constitute infringement of the patent during its term.
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(38] Ido not propose to try 10 list all of the issues implicit w subsections 27(3), (4) and (8) and
the statutory definition of “invention” that must be considered by the Commissioner, but it seerns to
me that they would include a: least the following (which need not be corsidered in any particular
order):

(a) Pateniable subject matter: What is the subject matter defined by the claim? [s the subject
mater defined by the claina (i) an art, (ii) an improvement to an art, (1n) a process, (iv) an
improvement to a process, (v) a machine, (vi) ao improvement t0 a machine, (vii) a
manufacture, (viii) an improvement to a manufacture, (ix) & composition of maner, or (x) an
improvement (0 a composition of matter? If the subject maner defined by the claim is none of

these, then the application must be refused on the basis of no pateniable subject matter.

(b) Novelty: Is the invention new, in the sense that the subject matter defined by the claim has not
been disclosed as specified in paragraph 28.2(a), (b), {c) or (d)? If nat, then the application

must be refused.

(c)  Utility: Does the invention have ulility, in the sense that the subject matter defined by the

claarn 15 useful? Il not, then the applicacion must be refused.

(d)  Obviousness: Is the invention obvious, in the sense that the subject maner defined by the
claim would have been obvious on the claim date to a person skilled in the art or science 10
which it pertains, having regard to the information specificd in paragraph 28.3(a) or (b)? If so,

then the application must be refused.



P.21/389

NOU-24-2811 16:34

Page: 17

(e)  Staturtory prohibition: Is subject matter defined by the claim a “mere scientific principle or

theorem™” within the meaning of subsection 27(8)? If so, then the application must be refused.

[39]1 The subject of each of the questions listed above is “the subject macter defined by the
¢laim”, rather than the “invention" or “what the inventor claims to have invented”. That choice was

made for the following reasons.

[40]  The questions relating to novelty and obviousness (items (b) and (d)) must reflect sections
28,2 and 28.3 of the Patenr Act, which specify how novelty and obviousness are to be determined.
The subject of secdons 28.2 and 28.3 is “the subject marter defined by the claim™. It is not “the
invention” or “what the inventor claims to have mvented”. In formulating items (b) and (d), the

subject was chosen 10 match the grammaticsl subject of sections 28.2 and 28.3.

[41)  For the questions relating to patentable subject marier, utilicy, and the prohibition on
graauing a patent for a mere scientific principle or theorem (items (), (¢ ) and (e)), there is no
provigion corresponding to sections 28.2 or 28.3 that provides a specific test. However, I see no
reason why the subject of items (a), (¢) and (¢) should not be the same as the subject of items (b)
and (d). For that reason, the subject of questions (a), (c), and (¢) is also “‘the subject matter defined

by the claim™.

[42] This formulation of the issues to be considered does not mean that the Commissioner cannot

ask or determine what the inventor has actually invented, or what the inventor claims to have
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invented. On the contrary, these are relevant and necessary questions in a number of contexs,
including novelty, obviousness, and patentable subject matter. It may also arise in relation to other

issues, for example, the determination of the identiry of the inventor.

(43}  However, it seems to me that the jurisprudence of the Supreme Court of Canada, in
particular Free World Trust and Whirlpool, requires the Comumissioner’s identification of the actual
invention to be grounded i a purposive construction of the patent claims, It cannot be determined
solely on the basis of a literal reading of the patent claims, or a deteunination of the “substance of
the invention” within the meaning of that phrase as used by Justice Binnie, writing for the Supreme

Court of Canada in Free World Trust, at paragraph 46.

(44]  Purposive construction will necessarily ensure that the Commissioner is alive to the
possibility that a patent claim may be expressed in language that is deliberately or inadvertently
deceptive. Thus, for example, what appears on its face to be a claim for an “ant"™ or a “‘process” may,
on a proper construction, be a claim for a mathematical formula and therefore oot patentable subject
matter. That was the situation in Scilumberger Canada Ltd. v. Canada (Comumissioner of Patents),

(1982] 1 F.C. 845 (C.A).

[45] The Arwomey General of Canada suggests that if the Cornissioner cannot consider the
issue of patentable subject maner as a question that is independent of patent construction, some
doubt may be throwr vn the correctness of cases decided before Free World Trust and Whirlpool.

He cites, for example, Canada (Commissioner of Patents) v. Farbwerke Hoechst AG Vormals
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Meister Lucius & Bruning, [1964) S.C.R. 45. In my view, the concem of the Attomey General of
Capada is unfounded. It seems 10 me that Farbwerke would be decided today as it was in 1964. As
I read that case, the patent application in issue was rejected for want of novelty (see page 53) and for
obviousness (according to Justice Dickson, writing for the Supreme Court of Cznada i

Consolboard Inc. v. MacMillan Bloedel (Saskatchewan) Limited, [1981] 1 S.C.R. 504 at page 536).

(46)  The Antorney General of Canada also cited Shell Oil as an example of a case in which a
patent was granted for ctalms that in form were claims for a substance consisting of a combination
of known and unpatentable ingredients, but were found to be claims for a new, useful and
unobvious use for the claimed compositions as a plaat growth regulant. [ do not read Shell Oil as a
case in which the substance of the claims prevailed over its form. As T read Shell Oil, Justice Wilson
(who wroie for the Court) adopted an approach that was consistent with Free World Trust and
Whirlpool, decided several years later. She construed the claims purposively and, on the basis of

that construction, concluded that the subject matter of the claims was a new and useful art. She said

this ar pages 548-9:

... It is not the process of mixing the old compounds with the known adjuvants
which is put forward as novel. It is the idea of applying the old compounds to
the new use as plant growth regulators; the character of the adjuvants follows
inevitably once their usefulness for that purpose has been discovered. What then
ts tie “invention” under s. 27 [ believe it is the application of this new
knowledge to effect a desired result which has an undisputed commercial value
and that it falls within the words "any new and useful ar1". I think the word "an”
(n the context of the definiton must be given its general connotation of
“learning" or "knowledge"” as commonly used in expressions such as “the state
of the art" or “the prior art". The appellant's discovery in this case has added to
the curnulative wisdom on the subject of these compounds by u recogrition of
‘beir hitherto unrecognized properties and it has established the method
whereby these properties may be realized through practical application. In my
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view, this constitutes a "new and useful art” and the compositions are the
practical embodiment of the new knowledge.

If I am right that the discovery of a new use for these compounds which is
capable of practical application is an "invention” within the meaning of the
definition, | can find nothing in the statute which would preclude a claim for
these compositions. Section 36 does not seem to present a barrier because the
inventive ingenuity here lies in the new use for the old compounds and not in
the compounds themselves. Having discovered the use, the appellant has then
combined the compounds with the appropriate carriers for their application to
plants. It is not, in my view, necessary in the case of the discovery of a new use
for an old compound that the combination of the compound with the adjuvant
be itself novel in any sense other than that it is required in order to give effect 10
this particular use of the compound. This is not a case where the inventive
ingenuity is alleged 1o lie in the combination; the combination is simply the
means of realizing on the newly discovered potential of the compounds. This is
a case where the inventive ingenuity is in the discavery of the ncw use and no
further inventive step is required in the application of the conmpounds to that
use, i.e. in the preparation of the appropriate compositions.

(47)  Inmy vicw, there is nothing in the cases cited by the Anomey General of Canada that casts
any doubt on the proposition that the Commissioner’s determination of subject maner must be based
on & purposive construction of the patent claims. Therefore, on the question of analytical
framework, [ agree with Justice Phelan that in determining subject matter solely on the basis of the

mventve concept, the Commissioner adopted an analysis that is incorrect in law.

[48]  However, it does not necessarily follow that the Commissioner was wrong in the result. In
my View, it remains an open question whether the subject matter defined by the patent claims is an

“Invenuon” within the statutory definition. That issue is discussed in the next part of these reasons.
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(2) Determination of patentable subject matter

[49]  Any refusal of a patent application on the basis of no patentable subject matter must be
grounded in the Patent Act. A patent application must be refused if the claim, construed
purposively, describes something that is outside the enumerated categories in the statutory definition
of “invention". In this case, the parties disagree on whether the words “‘art” and “‘process” in that
definition can include (a) something that is not scientific or technological in natre; (b) something
that 1s merely a business method, or (c) something that causes no change to the character or

condition of & physical thing.

[50)  Justice Phelan, in 48 to 52 of his reasons, summarized the leading Canadian cases on the

meaning of “art” and “process”. I agree substantially with his analysis and reproduce it herc:

[48] On a preliminary note, 1t is inumaterial that the Commissioner discussed the
definurion of “art” only and more generally and did not consider ‘'process'
separately. It is generally accepred that “method” and “process™ are the same thing
and that ‘art’ may include either: see Lawson (v. Canada (Commissioner of
Patenis) (1970), 62 C.P.R. 101 (Ex. Cv)), above, at para. 34 citing 0 Refrigeraring
Equipment Lid. v. Drummond & Waltham System Inc., [1930] 4 D.L.R. 926 at
937. Indeed, many of the principal cases dealing with what i3 an art have in fact
concerned processes, Shell Oil being a prime example. The issue i3 whether in her
discussion of “art” the Commissioner adopted the correct legal definition,
encompassing the courts’ interpretation of patentable processes.

(49] The Appellant [Amazon] alleges that the Commissioner has adopted o
restrictive a definition of ‘art’ by ignoring She!l 01l and returning to the “physical
manipulation” test outlined in Lawson. [ note, however, that the Commussioner
explicitly discusses Shell O1l; the reference to Lawson Is within the context of that
decision. The crux of the debate is her interpretation of Shell Qil 1 mean that
“practical application” necessarily includes the change of character or condition in
a physical object. [ also note that she has injected a requirernent that the *‘new
learning or knowledge" outlined in Shell Oil be technological or scientific in
nature.

[1a}
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{50] Shetl Oil is unequivocally the starting point for the definition of a patentable
‘art’. It focuses the inquiry on whether there is a practical application of the
discovery or idea:

What then is the "invention" under s. 27 T believe it is the
application of this new knowledge to effect a desired result
which has an undisputed commercial value and that it falls
within the words "any new and useful an”. T think the word "art”
in the context of the definition must be given its general
connotation of “learning” or “knowledge” as commonly used in
expressions such as “the state of the art” or “the prior art”. The
appellant's discovery in this case has added to the cumulative
wisdom on the subject of these compounds by a recognition of
their hitherto unrecognized properties and it has established the
method whereby these properties may be realized through
practical application. [n my view, this constitules a 'new and
us¢lul art" and the compositions are the practical embodiment of
the new knowledge.

At 549

(51] The decision in Lawson is forty years old and was a nseful starting point in
Shetl Oil for Wilson J to discuss a “more expansive” definition of an. However, it
is not the authoritative guide for what constitutes patentable art. Although Wilson
J did not reject the decision, she referred to it as part of the ongoing effort to create
a wider definition which explicitly stepped beyond manufacture of goods and cven
manufacturing techniques:

In [Tennessee Eastman Co. v. Canada (Commissioner of
Pazenis), [1974} S.C.R. 111, the Court], however, affirmed that
“art"” was a word of very wide connotation and was got (o be
confined to new processes or products or manufacturing
techniques but extended as well to new and innovative methods
of applying skill or knowledge provided they produced effects
or resulis commercially useful to the public. An effon to
articulate this broader concept of the term “art" was made by
Cattanach J. in Lawson v. Commissioner of Patents (1970), 62
C.P.R. |0!. In that case a patent was being sought on a new
method of describing the boundaries of a plot of land. The
application was rejected, again not because the subject-matter of
the application was not an "art" within the meaning of the
definition in the Act but because, like the new use for the
adhesive in Tennessee Easnnan, it related to professional skills
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rather than (o rade, industry or commerce. In the course of hus
reasons Mr. Justice Cattanach seid at pp. 109-10;

An art or operation is an act or series of acts performed by
some physical agent upon some physical object and
producing in such object some change either of character
or of condition. It is abstract in thal, it is capable of
contemplation of the mind. It is concrete in that it consists
in the application of physical agents to physical objects
and is thep apparent to the senses in connection with some
tangible object or instrument.

In the earlier development of patent law, it was considered
that an invention must be a vendible substance and that
unless a new mode of operation created a new substance
the invention was not entitled to a patent, but if a new
operation created a new substance the patentable
invention was the substance and not the operation by
which il was produced. This was the confusion of the idea
of the end with that of means. However, it is now
aceepred that if the invention is the means and not the end.
the inventor is entitled to a patent on the means.

At 554-555

(52] These are thus three important clements in the test for art as articulated by
Wilson J.: 1) it must not be a disembodied idea but have a method of practical
application; 1i) it must be 2 new and inventive method of applying skill and
knowledge; and iii) it roust have a commercially useful reswit: Progressive Games,
Inc. v. Canada (Cormvnissioner of Parents), 177 F,T.R. 241 (T.D.) at para. 16, aff'd
(2000), 9 C.P.R. (4®) 479 (F.C.A.).

[51] Broadly speaking, each of the three eluments of “art™ as set out in paragraph 52 of Justice
Phelan's reasons are grounded in the provisions of the Parens Act in the sense that they reflect the
statutory requirements of novelty, utility, non-obviousness, and the prolubition on the granting of a

patent for a mere scientific principle or abstract theorem.
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[52]  According to the Commissioner’s reasons for refusing to grant Amazon's application for
a patent for its one-click method of internet shopping, the invention failg three tests that the
Commissioner found 1o be implicit in the meaning of *‘art”” for purposes of the Patent Act: (1) it
does not add to human knowledge anything that is technological in nature; (2) it is merely a
business method and a business method is not patentable; and (3) it does not cause a change in

the character or condition of a physical object.

(53] In my respectful view, the Commissioner should be wary of devising or relying on tests
of the kind set out in the previous paragraph, even if they are intended only o summarize
principles derived from the jurisprudence interpreting some aspect of the statutory definition of
“invention”. The focus should remain on the principles to be derived from the jurisprudence.
Catch phrases, tag words and generalizations can take on a life of their own, diverting attention

away from the governing principles.

[54]  Of course, the Commissioner must consider all relevant jurisprudence, but must also
recognize that each decided case turns on its own facts and arises in the context of the state of
knowledge al a particular point in lime, with the objective of resolving a particular disagreement
between the parties to the litigation. Such contextual factors necessarily mean that caution should
be exercised in developing a principle derived from a specific decided case and extrapolating it
10 another case. For example, one must take care not (0 apply a jurisprudential principle in & way

that forecloses the possibility that new knowledge has rendered conventonal ideas obsolete.
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[55]  With these considerations in mind, | tumn to the three tests the Commissioner applied in

determining the question of patentable subject matter.

(a) Must patentable subject matter be scientific or technological in nature?

[56)  Justice Phelan found this question to be unclear and confusing,. I agree, and 1 find little in the

Commissioner’s reasons to assist my understanding. It is not clear to me what the Commuissioner
means by the word "techhologica.l”. Nor do ] understand why the Commissioner concluded that
Amazon's one-click method of internet shopping, which seems to me to be a lechnological solution
to a practical problem, is not “technological” in nature. This is an example where the use of 1 tag

word may represent an unhelpful distraction.

[571 Ialso agree with Justice Phelan that if the ambit of this principle is as vague as it appears, il
is likely to be highly subjective and unpredictable in its application. In my view, this wst should not

be used as a stand-alone basis for distinguishing patentable from non-patentable subject maiter.

(58) The Attommey General of Canada suggests thal the phrase “scientific or technological in
nature” was used by the Commussioner to describe the well understood classes of patentable subject
mater as distinguished from the fine acts or works of art that are inventive only in an arustic or
aesthetic sense, and are therefore not patentable subject matter. If that is whar the Commissioner had

in mind, then the Commissioner is correct. However, that point could have been made more plainly.
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(b) Can a business method ever be gétemable subject matter?

[59] The Commissioner answered this question in the negative, but Justice Phelan disagreed. He
observed (at paragraph 67 of his reasons) that although a mere business scheme with no practicai
embodiment will be considered to be an abstract idea or theocern and will therefore be non-

patentable, the patent claims in issue describe a business method that has a practical application.

(60]  Justice Phelan also said, at paragraph 61 of his reasons, that there is *'no basis for the
Commissioner's assumption that there is a ‘wadition” of excluding business nicthods from
patentability in Canada". [ agree that no Canadian jurisprudence determines conclusively thal a
business method cannot be palentable subject mater. The Attormney General of Canada has nof
argued otherwisc, and has not denied that the Comumnissioner has granted patents for claims similar

to this in jssue in this cuse.

[61] However, it does not necessarily follow, as Justice Phelan seemed to suggest, that a business
method that is not itself patentable subject mauer because it is an absmract idea becomes patentable
subject macer merely because Jt has a practical embodiment or a practical application. In my view,
this cannot be it distinguishing test, because it is axioratic that a business method always has or is
intended to have a practical application. And In this case, the difficulty with 4 bare “practical
application” test for distinguishing patentable from unpatentable business methods is highlighted
because the particular business method — itseif an abstract idea ~ is realized by programsing it in1o

the computer by means of a formula or algorithm, which is also an abstract idea.
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[62]  Schlumberger exemplifies an unsuccessful aniempt to patent a method of colleeng,
recording and analyzing seismic data using a computer programmec according o a mathematical
formula. That use of the computer was a practical application, and the resulting information was
useful. But the patent application failed for want of patentable subject matter because the Court
concluded that the only novel aspect of the claimed invention was the mathernatical formula which,
as a "‘mere scientific principle or abstract theorem”, cannot be the subject of a patent because of the

prohibition in subsection 27(8).

[63]  Itis arguable that the patent claims in issue in this case coudd fail on the same reasoning,
depending upon whether a purposive construction of the claims in issue leads to the conclusion that
Schlumberger cannol be distinguished because the only inventive aspect of the claimed invention is
the algorithm - a2 mathematical formuls — thai is programmed into the computer to cause it Lo take
the necessary steps to accomplish a one-click online purchase. On the other hand, il is also arguable
that a purposive construction of the claims may lead 10 the conclusion that Schiumberger is
distinguishable because a new one-click method of completing an online purchase is not the whole
invention but only one of a number of essential elements in a novel combination. In my view, the
task of purposive construction of the claims in this case should be undertaken anew by the
Commissioner, with a mind open to the possibility that a novel business method may be an essenvial

element of a valid patent claim,
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{c) Must a patentable ar cause a change in the character or condition of a physical object?

[64) The Commissioner concluded that a patentable art must cause a change in the character or
condition of a physical object. That couclusion is based on paragraph 30 of the decision of the
Exchequer Couwrt in Lawson v. Canada (Commissioner of Parenis) (1970), 62 C.P.R. 101, [1970)

Ex. C.J. No. 13 (QL) (F.C.), which reads as follows:

An art or operation is an act or series of acts performed by some physical agent
upon some physical object and producing in such object some change either of
character or of condition. [t is abstract in that, it is capable of contemplation of
the mind. I1 is concrete in that it consists in the application of physical agents ta
physical objects and is then apparent to the senses in connection with some
tangible object or instrument.

[65] Justice Phelan agreed in part, bt he gave what [ will call the “physicality requirement” a

meaning that was much different, and much broader, thao the meaning the Commissioner

apparently had in mind.

[66]  Justice Phelan began his discussion of this point, at paragraph 53 of his reasons, where he
said that the “practical applicanon” requirement in Shell Qil “ensures that something which is a
mere idea or discovery is not patented — it must be concrete and tangible. This requires some sort
of manifestation or effect or change of character”. Justicé Phelan is here acknowledging that
because a patent cannot be granted for an absact idea, it is implicit in the definition of
“invention” that patentable subject marter must be something with physical existence, or

something that manifests a discernible effect or change. I agree.
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[67] However, | do not necessarily accept the remainder of paragraph 53 of Justice Phelan's

reasons, which reads as follows:

However, 1 is important to remain focused on the requirernent for practical
application rather than merely the physicality of the invention. The language in
Lawson must not be interpreted ta restrict the patentability of practical
applications which might, in light of today’s technology, consist of a slightly
less conventional “"change in character” or effect that through a machine such as
a computer.

[68] If these statements are meant (o suggest that our understanding of the nature of the
“physicality requirement” as described in paragraph 66 above may change because of advances in

know!ledge, then [ would agree. Nothing i the jurisprudence excludes such a possibility.

(691 However, if it is meant to suggest that this “physicality requirement” can be met merely by
the fact that the claimed invention has a practical application, then I do not agree. The issue, in my
view, is similar to the issue rajsed in the context of the patentabiliry of business methods in that it
requires consideration of Schlumberger. The claims in Schliunberger were not saved by the fact that
they contemplated the use of a physical tool, a computer, to give the novel mathematical formula a
practical application. As explained above, the claims in is$ue in this case may or may nol be

distinguishable from the claims in Schiumberger, depending upon how they are construed.

(3) How should the ¢laims be construed?

(70)  Justice Phelan's rejection of the Commissioner’s three tests for determining the existence of

an art that is pateniable subject matter led him to consider anew the question of paten( consuwruction.
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He stated his construction of the patent claims at paragraphs 73 to 76 of his reasons, which read as

follows:

(73) The Court finds that & purposive construction of the “system claims™ (e.g.
claim 44 and its associated dependant claims) clearly discloses a machine which
13 used to implement {Amazon's] one-click ordering system. The described
components (e.g. a computer) are essential elements in implementing an online
ordering process. This is not merely '‘a mathematical formula™ which could be
carried on without 2 machine or simply a computer program. A machine is
patentable under s. 2 of the Patent Act. The Commissioner herself found that
“in form” the claims disclosed such an invention; it was only when she took a
second step to subjectively consider the “substance” that she found otherwise.
As discusaed, this is unsupported in law. The Court therefore finds the machine
claims to be patentable subject matter.

[74] Turning to the process claims, the Commissioner clearly erred by “parsing”
the claims into their novel and obvious elements in order 1o assess patentabilicy.
When viewed as a whole il is clear that the claimed invention is a process which
uses stored information and ‘cookies’ to enable customers to order items over
the internet simply by ‘clicking on them'. It is accepted that the “one-click”
method is novel; the Court finds that an online ordering system which facilitates
this adds 1o the state of knowledge in this area.

[ /5] The new learning or knowledge is not simply a scheme, plan or
disembodied idea; it i$ a practical application of the one-click concept, put into
action through the use of cookies, computers, the internet and the customer's
own action. Tangibility is not an issue. The “physical effect”, transformation or
change of character resides in the customer manipulating their computer and
creating an order. [t matters not that the “gocds” ordered are not physically
changed.

[76] It is undisputed that this invention has a commercially applicable result

and is concerned with trade, industry and commerce. Indeed, its utilization in
this very realm seerus to be at the root of the Commissioner's concern.

[71)  AsTunderstand Justice Phelan’s construction of claims 1 and 44, he adopted whal is

essentially a literal construction, based on his conclusion that the requirement of physical existence
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or manifestation of a discernible effect or change implicit in the stawtory definition of “invention”

was met because the use of a corpputer is an essential element of the claim.

(72)  In my respectful view, it was not appropriate for Justice Phelan (0 undertake his own
purposive construction of the patent claims on the basis of the available record in this case. No
doubt Amazon urged Justice Phelan that if he found the Commissioner’s analysis to be wrong in
law, he should reverse the Commissioner’s decision and order the Commissioner to issue the patent.
No doubt Justice Phelan was acutely aware, as am L, that this matter has already awaited resolution
for many years. Nevertheless, for the following reasons [ prefer not to adopt Justice Phelan's
construction. Instead, I would refer the construction of the patent claims back to the Commissioner

for re-examination.

(73]  Anyone who undertakes a purposive construction of 2 patent must do so on the basis of a
foundation of knowledge about the relevant art, and in particular about the state of Lhe relevant art at
the relevant time. For the Commissioner, that assistance comes in the form of submissions from the
patent applicant and, [ assume, from staff at the patent office with the appropriate experience.

Courts, however, generally require the expert evidence of persons skilled in the art (Whirlpool at

paragraph 49).

[74)  On those rare occasions when a cowrt is required (o construe a patent claim without expert
assistance, the result necessarily is limited to a literal interpretation of the claims, which may not be

well informed. In this case, Justice Phelan did not have the benefit of expert evidence about how



NOU-24-211 16:38 P.36-38

Page: 32

computers work and the manner in which computers are used to pur an abstract idea to use. The
reasons of the Board have some language that touches on those issues, but the Board's comments
are made in the context of a particular view of the relevant legal principles that are wrong in some
critical respects. 1 am unabie o disc.em from the record what the Commmissioner would have

concluded about the patentability of the claims in issue based on the correct principles.

Conclusion

[75]  For these reasons I would allow the appeal. I would award no costs as none have been
sought. [ would set aside the judgment of the Federal Court and replace it with a judgment thal
allows Amazon's appeal of the Commissioner's decision and requires the Commissioner to re-

examine the patent application on an expedited basis in accordance with these reasons.

“K. Sharlow"
JA.
“l agree
Johanne Trudel J.A.»
“Tagree

David Stratas J A"
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