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Relevant Facts of the Case

The United States requested consultations with Canada pursuant to Article 4of the Understanding on Rules and Procedures Governing the Settlement of Disputes (the "DSU") in order to discuss the extent to which it incorporates by reference Article XXII of the General Agreement on Tariffs and Trade 1994(the "GATT"), Article 64 of the Agreement on Trade-Related Aspects of Intellectual Property Rights (the "TRIPS Agreement") regarding the term of protection granted to patents that were filed before 1 October 1989 in Canada.

I. Measures at Issue
The measure in dispute is Section 45 of Canada's Patent Act4 which according to the United States, is in violation of Articles 33 and 70 of the TRIPS Agreement. The bill containing Section 45 was enacted and became law under the title of An Act to amend the Patent Act and to provide for certain matters in relation thereto6 (variously referred to as "Bill C-22" or the "Bill") on 17 November 1987. However, these amendments dealing with the term of protection were not brought into force before 1st October, 1989. Bill C-22 also included an additionaltransitional provision that specified the law that would apply to pre-threshold date applications.
The pertinent provisions at hand are:

A. Sections 44 of Canada's Patent Act
Subject to section 46,
 where an application for a patent is filed under thisAct on or after October 1, 1989, the term limited for the duration of the patent is twenty years from the filing date.

B. Sections 45 of Canada's Patent Act
Subject to section 46, the term limited for the duration of every patent issuedunder this Act on the basis of an application filed before October 1, 1989 is seventeen years from the date on which the patent is issued.
II. Legal Basis of the Complaint
As per Article 65.1 of the TRIPS Agreement, on 1 January 1996, the TRIPS Agreement became applicable for Canada.The United Statesalleged that the TRIPS Agreement requires Members to grant a minimum term of protection to all patents existing as of the date of application of the Agreement and that Canada has been obligated to apply the provisions of the TRIPS Agreement since 1 January 1996. The United States alleged that Canada's Patent Act provides that the term granted to patents issued on the basis of applications filed before 1 October 1989 is 17 years from the date on which the patent is issued and that granting of such term of protection is inconsistent with Canada's obligations under Articles 33 and 70 of the TRIPS Agreement.
Further, the United States submitted a request for expedited consideration of thedispute under Article 4.9 of the DSU on the grounds that premature expiration of patents during the dispute settlement procedure caused irreparable harm to the patent owners.
III. Decision of the Panel

The following findings were arrived at by the Panel in the Final Report which was circulated on 5th May, 2000:
1. This dispute only concerns those Canadianpatents that fulfil all of the following criteria:
(i) patents for which applications were filed before 1 October 1989;

(ii) Old Act patents which were granted less than three years after the date of filing theapplication. This necessarily excludes all Old Act patents granted after1 October 1992; and
(iii) Old Act patents which were in force on 1 January 1996, the date of application of theTRIPS Agreement in Canada, and which are still in force. This necessarily excludesall patents granted before 1 January 1979, as their maximum 17-year term wouldhave expired.

This dispute does not concern Old Act applications pending on the date of application of the TRIPS Agreement in Canada as these would not fulfil criterion (b).
2. With respect to the issue relating to Burden of Proof, the Panel, quoting from the case of United States—Measures Affecting Imports of Woven Wool Shirts and Blouses from India
 the Panel said that the initial burden lies with the UnitedStates to establish a prima facie case of inconsistency with a particular provision of the TRIPS Agreement by adducing sufficient evidence to raise a presumption that its claims are true. Upon establishing a prima facie case of inconsistency, the burden shifts to Canada which must refute the claim of inconsistency. The panel’s analysis of the issues before is based on this approach.
3. With respect to the claim made by the United States that "subject matter…which is protected" in Article 70.2 is applicable to inventions which enjoy protection on 1 January 1996, the Panel said that Article 70.2 gives rise to obligations under the TRIPS Agreement in respect of all "subject matter" existing on the date of application of the Agreement, provided that the "subject matter" is "protected" on that date or meets or comes to meet the criteria for protection under the TRIPS Agreement.
The Panel further added that the term "subject matter" refers to particular "material",including literary and artistic works, signs, geographical indications, industrial designs, inventions,layout-designs of integrated circuits and undisclosed information, which, if they meet the relevantrequirements set out in Part II of the Agreement, will attract protection in the form of thecorresponding intellectual property rights which are set out in Sections 1 to 7 of Part II of the TRIPSAgreement. We therefore find that the reference to "subject matter…which is protected" on the dateof application of the TRIPS Agreement in Article 70.2 includes "inventions" that were under patentprotection in Canada on 1 January 1996. We also find that the United States has established aprima facie case that Article 70.2 is applicable to inventions protected by Old Act patents.
4. With respect to Canada’s argument that Article 70.2 is set aside by Article 70.1, the Panel first analysed Canada’s attempt at interpreting “acts” as it is used in Art. 70.1 of the TRIPS Agreement and it stated thatthough Article 70.1 may exclude the administrative act of granting a patent prior to 1 January 1996 from the coverage of the TRIPS Agreement, we cannot conclude on the basis of that fact that the non-retroactivity rule of Article 70.1 governs inventions protected by Old Act patents that existed on 1 January 1996 because the administrative act of granting a patent results in the protection of the underlying "subject matter" and this protection granted to the "subject matter" is ongoing and can continue past 1 January 1996. To the extent that such protection does so continue past 1 January 1996 in Canada, it is a situation which has not ceased to exist26 by the date of application of the TRIPS Agreement and which is therefore subject to the obligations of the Agreement from that date. Acts to apply the TRIPS Agreement after that date to such situations are not "acts" which occurred before the date of application of the Agreement for the Member in question and therefore not covered by Article 70.1.
 Thus, Art. 70.2, not 70.1, would govern the inventions protected by Old Act patents on 1 January 1996. We also find that the United States has established a prima facie case that the ongoing protection of the inventions protected by Old Act patents is a situation that did not cease to exist prior to entry into force of the TRIPS Agreement within the meaning of Article 28 of the Vienna Convention.

5. With respect to Canada’s contention that Article 70.2 is not applicable because paragraph 1 of Article 70 is "aproviso 'otherwise set out in the Agreement'" which prevails over paragraph 2 of Article 70, the Panel stated that the introductory phrase "except as otherwise provided for in this Agreement" qualifiesArticle 70.2 and the exception is only relevant where there is another provision that is inconsistent with the first sentence, in which event the other provision would prevail. The Panel further added that the word "acts" and the term "subject matter" are different concepts with disparate meanings and theterm "acts" as used in Article 70.1 refers only to discrete acts which predate the date of application of the TRIPS Agreement and not to subsequent acts to apply the Agreement, including to situations that have not ceased to exist on that date, there is no inconsistency between paragraphs 1 and 2 of Article 70. Article 70.1 therefore does not fall within the exception and does not set aside Article 70.2.

6. With respect to Canada’scontention thateven if Article 70.2 were construed to cover existing patents, itwould do so in respect of the scope of patent rights set out in Article 28 and the obligation in Article 31(h), but not the obligation to make available the term of protection provided under Article 33, the Panel made an interesting observation. It stated that members are required to comply with all the relevant obligations set out in theTRIPS Agreement, including those in Section 5 of Part II, which require Members to provide patent protection for a term consistent with the requirement set out in Article 33 in respect of existing "subject matter…which is protected" on the date of application of the TRIPS Agreement, or which meets or comes to meet the criteria for protection. Neither the textual nor the contextual reading of Section 5 of Part II supports the notion that one obligation can be detached from the patent issued tothe right holder noris it stated that the membersdo not have to comply with all relevant TRIPS obligations in relation to them. Holders of patents valid on the date of application of the TRIPS Agreement are entitled to protection of all of the rights set out in the Agreement for a term consistent with the requirement in Article 33.

7. With respect to the issue whether Section 45 of Canada's Patent Act is in conformity with Article 33 of the Trips Agreement, the Panel stated that the language provided in Article 33 requires Members to make available a "term ofprotection" for patents that does not end before 20 years from the date of filing. The use of the term "shall not end before" suggests that the 20-year period as of the filing date is a minimum term of protection for patents to be made available by Members.
 Further, by making available a term of protection that runs 17 years from the date of grant for thosepatents that were filed before 1 October 1989, Section 45 of Canada's Patent Act, on its face, does not meet the minimum standard of Article 33 in all cases.
 Additionally, as Article 33 obligates Members to make available a minimum term of protection that doesnot end before 20 years from the date of filing and the foregoing statistical figures showing that there are as many as 66,936 Old Act patents that existed as of the TRIPS application date, and were still in existence on 1 January 2000, that would expire before 20 years from the date of filing despite payment of all maintenance fees, we find on a preliminary basis that Section 45 is inconsistent with Article 33 of the TRIPS Agreement.

IV. Conclusions and Recommendations of the Panel

The Panel came to the following conclusions:

i. the reference to "subject matter…which is protected" on the date of application of theTRIPS Agreement in Article 70.2 includes inventions that are currently protected by patents in accordance with Section 45 and that were protected by patent on 1 January 1996, and this is not affected by Article 70.1; and

ii. Section 45 of Canada's Patent Act does not make available a term of protection that does not end before 20 years from the date of filing as mandated by Article 33.
The Panel thus recommended the Dispute Settlement Body to request Canada to bring its measures into conformity with its obligations under the WTO Agreement.

Issues Raised before the Appellate Body

Canada appealed the finding of the Panel that the "non-retroactive application rule"
 contained in Article 70.1 of the TRIPS Agreement, with respect to "acts" which occurred prior to the date of application of the TRIPS Agreement for a Member, does not override the rule in Article 70.2 of the TRIPS Agreement, with respect to existing "subject matter" which was protected on the date of application of the Agreement for the Member in question.

Canada also appealed the Panel's conclusion that Canada is required to apply the obligation under Article 33 to inventions which, on 1 January 1996, the date of application of the TRIPS Agreement for Canada, were protected by patents, even though these patents were the result of acts of grant that occurred prior to 1 January 1996.

The following issues were raised in appeal:

1. With respect to Article 70 of the TRIPS Agreement:

a. Whether the Panel erred in its interpretation by failing to consider the contextual relationship between Articles 70.1 and 70.2 of the TRIPS Agreement; and,
b. Whether the Panel erred in its finding that Canada's contention, if correct, would nullify Articles 70.6 and 70.7 of the TRIPS Agreement.
2. With respect to Article 33 of the TRIPS Agreement:

a. Whether the term of protection provided under Section 45 of the Canadian  Patent Act is inconsistent with the minimum standard prescribed in Article 33 of the TRIPS Agreement; 
b. Whether the related operation of Articles 33, 62.2 and 28 together with Articles 44, 45.1 and 45.2 of the TRIPS Agreement provides further support for Canada's contextual interpretation; and
c. Whether the Panel failed to appreciate the nature and import of the figures advanced in support of Canada's "equivalence" argument.
Decision of the Appellate Body

The Appellate Board analysed legal issues raised in this appeal by considering Article 70, because this Article determines the overall applicability of the obligations of the TRIPS Agreement, including the obligation found in Article 33, to the measure in dispute.

C. Articles 70.1 and 70.2 of the TRIPS Agreement
The Appellate Board first examined whether Article 70.1 provided that the obligations of the TRIPS Agreement do not apply to Old Act patents.  Next, they examined whether Article 70.2 provides that the obligations of the TRIPS Agreementdo apply to Old Act patents.  And, finally, they examined whether, for the purposes of Article 70, the patent term obligation in Article 33 should be treated differently from other obligations under the TRIPS Agreement.

The Appellate Board said that the term "acts" has been used in Article 70.1 in its normal or ordinary sense of "things done", "deeds", "actions" or "operations".  In the context of "acts" falling within the domain of intellectual property rights, the term "acts" in Article 70.1 may, therefore, encompass the "acts" of public authorities (that is, governments as well as their regulatory and administrative authorities) as well as the "acts" of private or third parties.
The most pertinent issue before the AB was, if patents created by "acts" of public authorities under the Old Act continue to be in force on the date of application of the TRIPS Agreement for Canada (that is, on 1 January 1996), can Article 70.1 operate to exclude those patents from the scope of the TRIPS Agreement, on the ground that they were created by "acts which occurred" before that date? The AB said, that the ordinary meaning of the term "acts" suggests that the answer to this question must be no.the title of Article 70, "Protection of Existing Subject Matter", confirms contextually that the focus of Article 70 is on bringing within the scope of the TRIPS Agreement "subject matter" which, on the date of the application of the Agreement for a Member, is existing and which meets the relevant criteria for protection under the Agreement.

A contrary interpretation would seriously erode the scope of the other provisions of Article 70, especially the explicit provisions of Article 70.2. The AB therefore concluded that Article 70.1 of the TRIPS Agreement could not be interpreted to exclude existing rights, such as patent rights, even if such rights arose through acts which occurred before the date of application of the TRIPS Agreement for a Member. 
The AB further agreed with the Panel's reasoning that "subject matter" in Article 70.2 refers, in the case of patents, to inventions. The "subject matter", for purposes of Article 70.2, is that which is "protected", or "meets the criteria for protection", under the terms of the TRIPS Agreement.  As, in the present case, patents are the means of protection, then whatever patents protect must be the "subject matter" to which Article 70.2 refers.
 The "subject matter" in Article 70.2 means, in the case of patents, patentable or patented inventions. Thus, all obligations under Article 70.2 would stand and the conclusion of the Panel was upheld in this regard by the AB.
The AB also agreed with the Panel in seeing Articles 70.1 and 70.2 as dealing with two distinct and separate matters.  The former deals with past "acts", while the latter deals with "subject matter" existing on the applicable date of the TRIPS Agreement. The AB further pointed out that their interpretation of Article 70 does not lead to a "retroactive" application of the TRIPS Agreement.  It opined that the application of Article 33 to inventions protected under Old Act patents is justified under Article 70.2, not Article 70.1.  A treaty applies to existing rights, even when those rights result from "acts which occurred" before the treaty entered into force.

D. Article 33 of the TRIPS Agreement
The AB noted that a Member is required, as from the date of application of the agreement, to implement all obligations under the TRIPS Agreement in respect of such existing subject matter.  Thisincludes the obligation in Article 33.
Thus, there is no reason for isolating or insulating the obligation in Article 33 relating to the duration of a patent term from the other obligations relating to patents that are also found in Section 5 of the TRIPS Agreement.  The obligation in Article 33 does not have a different status from the other obligations in the TRIPS Agreement.  Thus Canada was required to apply the obligation contained in Article 33 of theTRIPS Agreement to Old Act patents.
In the context of Section 45 of Canada's Patent Act, the AB said that the Panel was correct in finding that whether a patent term ending not earlier than twenty years after filing was "available" at the time of filing and grant of the patent under the Old Act is irrelevant in examining the consistency of Section 45 with Article 33 of the TRIPS Agreement.

The AB noted that the words used in Article 33 present very little interpretative difficulty. The "filing date" is the date of filing of the patent application.  The term of protection "shall not end" before twenty years counted from the date of filing of the patent application.  The calculation of the period of "twenty years" is clear and specific.  In simple terms, Article 33 defines the earliest date on which the term of protection of a patent may end.

The AB agreed with the Panel that in Article 33 of the TRIPS Agreement, the word "available" means "available, as a matter of right", that is to say, available as a matter of legal right and certainty. Section 45 of Canada’s Patent Act does not provide protection to all patents for minimum 20 years from the filing date for each and every patent.In assessing the consistency of Section 45 with Article 33, the AB observed that the term of patent protection set out in Section 45 is seventeen years from the date on which the patent is granted, while the term of patent protection required by Article 33 is a minimum of twenty years from the date of filing. Considering the huge quantum of data provided by Canada wherein the protection granted to the patents end before 20 years, the AB held that the Panel was right in interpreting Article 33 of the TRIPS Agreement, and it was correct in finding that Section 45 of Canada's Patent Act is inconsistent with Canada's obligations under Article 33 of the TRIPS Agreement.

Findings and Conclusion of the Appellate Body
The Appellate Body came to the following conclusions and made appropriate recommendations:

i. It upheld the decision and conclusion of the Panel that that Article 70.2, and not Article 70.1, of the TRIPS Agreement applies to inventions protected by Old Act patents because such inventions are "subject matter existing … Additionally, Canada was required to apply the obligation contained in Article 33 of the  TRIPS Agreement to Old Act patents.

ii. It uphled the finding of the Panel that a term of protection that does not end before twenty years counted from the date of filing is not available under Section 45 of Canada's Patent Act, and that, accordingly, Section 45 is inconsistent with Article 33 of the  TRIPS Agreement.

Accordingly, it recommended DSB to request Canada to bring Section 45 of its Patent Act into conformity with Canada's obligations under the TRIPSAgreement.
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