
CANADIAN PATENTS

by:

Robert Mitchell

OGILVY RENAULT

Suite 1100

1981 McGill College Avenue

Montreal, Quebec, Canada

H3A 3C1

Tel 514-847-4290

CANADA

PATENTS

I. Introduction

Canadian Patent Law is harmonized, at least superficially, with the patent systems of Canada’s major trading partners, with the exception the United States. This is partly because US Patent Law is entirely out of step with the patent systems of countries such as Japan, China, Korea, Brazil, Australia and all European members of the European Patent Convention. Ironically however, the united provinces that became Canada in 1867 literally copied the US Patent Law as it existed in 1836. Thus philosophically, Canadian Patent law started out quite differently from the British and German traditions. For instance, the importance of “inventor,” “first-to-invent”, “grace period” from publication, and other fundamental concepts were entirely distinct from those of Great Britain. Nevertheless, the interpretation of the statute and the development of the jurisprudence based on British common law. This is not surprising since the court of last resort, in Canada, until the 1960s was the House of Lords in England. As a result the development of Canadian Patent Law can be seen as a true hybrid of various patent systems. 

II. The Modern Canadian Patent Law

The Canadian Patent Law that was substantially modernized in 1989 and amended to include NAFTA changes in 1992. Further changes were made in 1993, and the last of these were implemented on October 1, 1996.
  The Rules were also completely revised.  As a result, few modifications were required in order to conform to the GATT, WTO Trade Related Intellectual Property Sector (TRIPS) accord. 

Canada acceded to the PCT on January 2, 1990.  Canada selected the European Patent Office as the searching and examination authority for the purposes of PCT, but became an ISE in 2004.

The limited term of protection which is provided under a Canadian patent is a maximum of 20 years from the date of filing of the application for patent.  The term cannot be renewed after the 20 year period has expired.  There are no provisions for extension of term.  Maintenance fees are required annually from the second anniversary of the Canadian filing date.

Patents for inventions are clearly under Federal jurisdiction.  However, an action for infringement of a patent can be taken before a provincial court such as the Quebec Superior Court or before the Federal Court of Canada.  If the validity of the patent is to be contested, it must be brought before the Federal Court under Section 60 of the Patent Act.  A Canadian patent is considered to be prima facie valid, but it may be impeached by any third party. For instance, if a third party discovers evidence which puts in doubt the novelty or inventiveness of the claims in a patent, this evidence can be the grounds for an action to impeach the claims in the patent.

Although Canadian Patent Law has its origins in the U.S. Patent Law of 1836, the Canadian jurisprudence, mostly based on British case law, has developed the criteria of novelty or anticipation and obviousness with some subtle differences from the United States.

A. Novelty and Anticipation in Canada

Canada had in the 1989 amendments to the Patent Act, abandoned its first-to-invent regime for a first-to-file system similar to what exists in every other industrialized country of the world except the United States.
The amended Patent Act of 1993 introduces the term Claim Date.  Claim Date means the actual filing date in Canada or the priority date.  A publication or a public disclosure of the invention claimed, that occurred anywhere in the world before the Claim Date, will be an anticipation and will destroy the novelty of the claim in the patent.  If the public disclosure was made by the applicant or someone who directly or indirectly obtained the information from the applicant, within 12 months from the actual filing date in Canada, the novelty will not be destroyed. Although Canada has a grace period in a first-to-file system, it is no longer a true grace period as existed prior to 1989.  One of the reasons why the grace period is flawed in Canada is that in grafting the grace period on a first-to-file system, the Canadian legislators neglected to protect the inventor, who might publish his invention prior to filing, under the grace period, against an inventor who might read the publication and file a patent application on an improvement thereof but before the first inventor has had a chance to file the patent application.  In other words, a patent application derived in part from the publication of the first inventor will, in Canada, bar the first inventor from filing a valid patent application.
  Furthermore, in most countries having a first-to-file regime, prior user rights are considered an integral part of the system.  Prior user rights
 are necessary in a first-to-file system to protect the inventor who does not file a patent application but has taken serious steps to commercialize the invention. Canada does not have an effective Prior User Right regime.

Any patent application pending in the Canadian Patent Office, describing the claimed invention may be cited as anticipation if the pending application was filed in Canada or claims a priority date that is before the Claim Date of applicant's patent application.  In other words, although Canada has a system based on absolute novelty, this is relative since Canada includes the one year grace period from any publication by the applicant, permitting the applicant to file a patent application in Canada.

On the other hand the courts have determined that the test for anticipation is a difficult one to meet.  The following was suggested by Mr. Justice Strayer of the Federal Court.

It is well settled that for anticipation by prior publication there must be a single document which would give a skilled workman what he would have needed to produce without difficulty the invention allegedly anticipated by it.  It must correspond so closely that, had the patent issued prior to the document, the document would have described an 'invention' infringing the patent.

B. Obviousness

As far as unobviousness is concerned, the Patent Act introduces the concept of unobviousness in statutory language as follows:

Section 28.3

The subject matter defined by a claim in an application for a patent in Canada must be subject matter that would not have been obvious on the Claim Date to a person skilled in the art or science to which it pertains...

The recent jurisprudence in Canada has tended to maintain a relatively low level of unobviousness to qualify as a patentable invention.  It is easier to obtain a patent or maintain broader claims in Canada than in the United States.  Consider that in Canada one of the leading cases, Beloit Canada Ltd. v. Valmet Oy
, the test for obviousness was stated as:

The classical touchstone for obviousness is the technician skilled in the art but having no scintilla of inventiveness or imagination; a paragon of deduction and dexterity, wholly devoid of intuition; a triumph of the left hemisphere over the right.  The question to be asked is whether this mythical creature would, in the light of the state of the art and of common general knowledge as at the claimed date of invention, have come directly and without difficulty to the solution taught by the patent.  It is a very difficult test to satisfy.

The prior art to be considered by this skilled technician as common general has been considered to be only that art that would normally have been found in a diligent search. 

William Hayhurst in his article summarized the extent to which the Canadian courts, and for that matter the Patent Office can mosaic prior art as follows:

1. In every case, the common knowledge in the relevant art or arts.

2. Where reliance is placed on a single item of mere public knowledge, it is that item taken with the common knowledge in the relevant art or arts.

3. If, in addition, reliance is placed upon another item or items of mere public knowledge, it    must be shown, on a balance of probabilities, that unimaginative persons working in the relevant art or arts would have considered those items together, in conjunction of course with their common knowledge.

The test for obviousness is difficult to meet for the person contesting the patent in the courts while the applicant seeking protection by way of patents in Canada has a relatively easy task since it is the Patent Office that must show how a particular item of prior art must be considered in light of general knowledge.  The conclusion to this analysis means that Canadian Patents may have a scope of protection broader than that afforded by Patent Offices elsewhere, such as the U.S. Patent Office, since the threshold for patentability is lower in Canada than in other jurisdictions.

An invention is defined under Section 2 of the Patent Act as meaning:

Any new and useful art, process, machine, manufacture or composition of matter, or any new and useful improvement in any art, process, machine, manufacture of composition of matter.

A plethora of determinants are at play when establishing what is patentable.  According to Canadian jurisprudence, it has been determined that methods which require certain mental or manual skills are, for example, not patentable
.  This has created great controversy both publicly and within the Supreme Court of Canada.. 

III. Recent Developments from the Supreme Court

The Supreme Court of Canada has been unusually active in the last five years in respect of patents. Four major decisions in the area have been rendered by the high court since 2000, all of which have led to developments in Canadian Patent Law.

A. The Harvard Mouse Case

Methods of medical treatment, living matter such as plants or animals, seeds, computer programs, and accounting systems, although sometimes inventive, cannot be subject of a patent in Canada.  While Patent Offices in most industrialized countries granted a patent for the Harvard mouse, the Canadian Patent Office rejected the corresponding Canadian application for a patent and the Commissioner's decision to refuse the grant of a patent was upheld by the Supreme Court of Canada.
  

In deciding whether Harvard's claimed oncomouse could be categorized as either a "manufacture" or "composition of matter", and thereby qualify as an "invention" under section 2 of the Patent Act,  a majority of the Court held that the wording of section 2 should be strictly construed. In examining whether, as a matter of law, Parliament ever intended the definition of the term "invention" to be broad enough to encompass complex higher life forms, Bastarache J. understood the test to consist in determining whether a complex life form was "easily understood" to be either a "manufacture" or a "composition of matter". He went on to find that by wording the section 2 subject matter categories as it did, Parliament had signalled a clear intention to adopt "exhaustive" wording that was not sufficiently broad to encompass higher life forms. In an apparent acceptance of both the dissenting comment of Isaac J.A. at the Federal Court of Appeal and the submissions of a host of interveners at the Supreme Court of Canada, Bastarache J. further concluded that public policy was a relevant consideration in an analysis of the wording of section 2 given:

[t]hat the patenting of higher life forms is a highly contentious and complex matter that raises serious practical, ethical and environmental concerns that the Act does not contemplate ? [and that] [t]his is a policy issue that raises questions of great significance and importance and that would appear to require a dramatic expansion of the traditional patent regime.

Relying on a public policy centred analysis of the terms "manufacture" and "composition of matter", Bastarache J. found that the common understanding of "manufacture" indicated that the term only pertained to non living mechanistic products or processes. Furthermore, while it was noted that the genetically engineered mouse egg "would appear to be cognizable as '[a] substance or preparation formed by the combination or mixture of various ingredients'" and under the control of the inventors, the same could not be said with respect to a fully developed higher life form. When applied to higher life forms, it was held that a common usage perspective of the word "matter" necessitated a consideration that, at least with respect to animals, the sentient nature of higher life forms would move them beyond the conceptual boundary of a "composition of matter". Lacking any clear and explicit directions from Parliament to construe the section 2 subject matter categories outside their enumerated common usage definitions, Bastarache J. concluded that a higher life form could not be considered to fit within the definition of an invention.

The majority also gave great weight to public policy considerations in analysing both the scheme and object of the Act in relation to higher life forms. Noting that the Act is "ill equipped to deal appropriately with higher life forms as patentable subject matter" and that Parliament was the proper forum to fully consider the potential ramifications of allowing patent protection for higher life forms, the majority was not prepared to adopt the view that the Act was designed to encompass any and all technologies. Furthermore, given that related legislation existed, tailored to deal with a higher life form, (the Plant Breeders Rights Act), the majority found that it was Parliament's prerogative to pass laws dealing with intellectual property rights in higher life forms. 

In a strongly worded dissenting opinion, Binnie J. concluded that there was no legal justification for a restrictive definition of an "invention", especially when based on the inclusion of public policy driven considerations in the interpretation of the wording of section 2 of the Patent Act. In the view of the dissenting justices, the majority decision essentially dictated a "reading down" of the Patent Act to exclude the patentability of higher life forms through an exercise of creative statutory interpretation. Furthermore, Parliament, in wording the Act, could not possibly have anticipated the development of future complex technologies. Without construing phrases such as "composition of matter" in anything but an expansive fashion, the purpose of the Act would effectively be thwarted. As the claimed invention satisfied the usual patentability requirements (novel, useful and unobvious), and as the Act vested no discretionary authority in the Commissioner to deny a claim to an invention due to public policy considerations, there could be no legal justification for denying the applicants their patent rights to the claimed transgenic mouse.

B. The Monsanto Case

In a subsequent ruling by the Supreme Court of Canada, Monsanto Canada Inc. v. Schmeiser,
 the Court determined that the patent claims were directed at the genes and modified cells making up the plant and not the plant itself (which would not amount to patentable subject matter in Canada). There was unanimity by all members of the Court that the claims covered valid subject matter under Section 2 of the Act. It is noteworthy to mention that certain claims were directed to a chimeric gene, that is a gene that does not exist in nature and is constructed from different species, while others were directed to the plant cells into which the chimeric gene was inserted. 

The central issue raised in this case relates to infringement. A Canadian patent provides the owner with the exclusive right to prevent others from making, selling or using the invention.
  As set out under Section 32, the patent is not to be considered as a permit to make, use or sell the invention.  

In Monsanto, Mr. Schmeister, a Saskatchewan farmer consecrated over 1000 acres to growing canola.  In 1996 some of his neighbors had switched to Roundup™ Ready Canola, a canola variety containing genetically modified genes and cells that have been patented by Monsanto. Canola containing the patented genes and cells is resistant to the herbicide, Roundup™, which kills all other plants making it easier to control weeds. Monsanto licensed Schmeister’s neighbors to use Roundup Ready Canola™, at a cost of $15 per acre. Mr. Schmeister did not buy the Roundup Ready Canola nor did he get a license from Monsanto. However in 1998 tests revealed that 95% to 98% of his canola crop was made up of Roundup Ready plants. 

The Court stated that “the central question on this appeal is whether Schmeister, by collecting, saving and planting seeds containing Monsanto’s patented gene and cell, ‘used’ that gene and cell.”
. Schmeister argued that he never used Roundup™ in his fields. On the main question, the majority ruled that there was infringement when using a plant containing the patented gene and cells. Whether or not Roundup™ was used is immaterial since the crop was on “standby” and the user was free to use it. The majority added a further criterion to the meaning of “use” in Section 42 by stating that the “use” had to be “commercial use”.

The courts have determined that the doctrine of Contributory Infringement does not apply unless there is a clear attempt to induce infringement. Therefore it is essential to obtain independent sub-combination claims, even if there is a risk of a Unity requirement. (Divisionals can be filed at any time up to the granting of the patent.)

C. The Cases of Whirlpool and Free World Trust

Whirlpool v. Camco and Free World Trust v. Électro Santé were two decisions rendered on the same day on the issue patent claim construction and interpretation.
  In Whirpool, the Court reinforced the notion of a “purposive construction” of the claims and determined that where there are essential features in the claims equivalents cannot be applied. It determined, however, that equivalents can be applied to non essential elements. The Free World Trust case reinforces this concept and adds that the variants would have to be obvious at the time of publication of the applications. In the latter case the Court read down the claim or restricted the interpretation of “circuit means” to that which would have been known at the time.. Several Federal Court decisions have tried to clarify these decisions since but the interpretation of claims has been seriously realigned and any previous concepts of substantive or “pith and marrow” considerations have been dealt a severe blow. The U.K. decision in Catnic
 has been confirmed by the Supreme Court in these decisions. In fact the Court merely reaffirmed the decision of the Federal Court of Appeal in O’hara

IV. The Patent System in Canada

A. Patent Applications

In order to obtain a valid patent in Canada, the applicant must describe the best mode for carrying out the invention.
  This criterion is considered fundamental for granting a Canadian patent. The claim in an application can be broadened during the prosecution of the application and there is no file wrapper estoppel based on the prosecution before the Canadian Patent Office.

A Canadian patent application is laid open for public inspection after 18 months from the filing date or the priority date.  The applicant can always withdraw his application, and if he does so before the 18 month publication date, the application can be prevented from being published.

A request for examination must be filed including the payment of a Government fee.  However, this request can be deferred up to a maximum of five years from the filing date.  The applicant, or anyone interested, can request examination of an application.  Under Section 34.1(1) of the amended Patent Act, anyone who is aware of prior art with respect to any published application can file this prior art along with arguments in the Patent Office, and this is put into the file of the patent application to be considered by the Examiner.  The examination procedure is ex parte between the applicant and the Patent Office Examiner.

The applicant has the right to appeal the decision to refuse the grant of a patent to the Commissioner of Patents and if the Commissioner will not grant the patent, the applicant can then appeal the Commissioner's decision to the Federal Court.  When the application is allowed the Patent Office issues a Notice of Allowance, and the applicant has 6 months to pay the Final fee.  An amendment can be filed on payment of a fee.  However an amendment after allowance cannot be accepted if the amendment raises new issues such as including broader claims.  If it is required to broaden the claims or otherwise reopen the examination, the procedure is to not pay the Final Fee and then, within 12 months from the forfeiture of the application, pay the Restoration Fee and the Final Fee as well as a voluntary amendment.  The application is then sent back to the Examiner.  If the Examiner considers the application to be allowable the application is sent straight to the issue branch for further processing as a patent.

Annual maintenance fees must be paid from the second anniversary of the filing date of the application.  When Maintenance Fees are not paid, the application is abandoned or the term of the patent lapses, and the invention is then in the public domain.  However, the application or patent can be reinstated with a penalty within 12 months of the abandonment.  Maintenance Fees can only be paid, during the pendancy of the application, by the Patent Agent of Record.  After the patent has issued the Maintenance Fees can be paid from any source.

If an application is abandoned, for reason of non payment of a Maintenance or Final Fee, failure to Request Examination or respond to an Official Action, and even failure to enter the National Phase in Canada in the case of a PCT application, the applicant has 12 months to reinstate the application by paying a penalty and filing a Request for Reinstatement as well as completing the action that caused the abandonment in the first place.  In the case of a PCT application, it in effect means that applicants have 42 months to enter the National Phase in Canada.

The owner of the patent can sue for damages and an injunction to prevent further copying, only after the patent issues.  However, the patentee can claim reasonable compensation for all infringing products sold from the date of publication of the application up to the date of issuance, as long as the infringed claim (at the date of publication) was also granted.

After the patent has been issued, it can be re-examined either on the request of the patentee,  because prior art has been encountered and the patentee would like to have it tested against the patent, or by any third party who considers that the claims are either too broad or that the patent should never have been granted in the light of newly found prior art. The prior art must be limited to published documents.

Section 28 of the Act provides for internal priority.  In other words one can file a more or less informal application and replace it with a complete application within 12 months from filing, claiming priority on the earlier-filed Canadian application.  This can be compared to a provisional patent application in the United States.

Patent rights flow from the invention made by an inventor or a group of inventors.  The rights in the patent can be assigned by the inventor to a third party before or after grant.  If the inventor is an employee of a company and he has made his invention while in the company's employ and such invention is considered part of the inventor's tasks, he is obliged to assign his rights to his employer.  In Canada, the company can be the applicant, but it must show proof that the rights were assigned to it by the inventor.  It is required, therefore that an Assignment be registered.  A photocopy of the Assignment is sufficient.  The inventor must also be named in the Petition filed with the application.  All Assignments or licenses can be registered in the Canadian Patent Office against a patent application or an issued patent.

B. Small Entities in Canada

The Canadian government was struggling with a very embarrassing problem involving small entities. Canada has a small entity regime which is based on 50 employees or less. A small business or university patentee may inadvertently lose its small entity status by having entered into a security agreement or a license with a large corporation, (such as putting up the patent application as collateral for a loan).  Small entity status may also be lost if a small entity patentee enters into a license with another small entity when the second small entity has an obligation to transfer or license any right in the invention to a secured creditor or large corporation.  In the past, when a patentee discovered that it had erroneously paid maintenance fees on the small entity scale, the Commissioner of Patents would accept late payment of the difference and maintain the patent in good standing.

In Dutch Industries,
 the Federal Court held that the Commissioner of Patents could not accept the late payment of the difference from a patentee who had originally paid maintenance fees in good faith but in the mistaken belief that it was a small entity.  The effect of the Dutch Industries decision is that if a patentee loses its small entity status accidentally or unknowingly, there is no mechanism by which the shortfall in maintenance fees may be paid.  Thus, the patent would be deemed to have been abandoned and be of no force and effect. The Federal Court of Appeal
 tried to mitigate the effect of the Trial Division’s decision by indicating that the determination had to be made only once at the time the applicant entered the patent system in Canada. The Supreme Court refused to hear an appeal from the decision of the Court of Appeal. The Government has since presented Bill C29
 to Parliament which received Royal Assent, and should be implemented in the fall of 2005. The amendment to the Patent Act would allow any patentee or applicant to retroactively repair the patent or application by topping up the fees. The law will be effective for one year from the date of implementation.

V. Conclusion

The Canadian Patent Act is in need of revision particularly since the Harvard Mouse case placed Canada out of step with its major trading partners. It is possible to craft claims that can get around the law, as whitnessed by the Monsanto case. However the perception created by the Harvard Mouse case in the international investment community will not be advantageous to Canada’s position as an important paler in the biotech sector. On the other hand the Canadian Parliament has recognized the importance of intellectual property including patents and it has shown that it is prepared to amend its IP laws without unreasonable delays. Nevertheless, despite efforts to harmonize patent laws between countries, national courts continue to vary in their interpretations of similar texts. As a result, laws that might start off with the same harmonized terminology result in disharmonized series of interpretations. Unfortunately the paradox exists that the more we simplify our laws the more complex they become.
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