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Introduction

1 International patent application number PCT/US01/08293 entitled, “Method and apparatus
for facilitating online payment transactions in a network- based transaction facility usng
multiple payment methods’, was filed on 14 March 2001 in the name of Ebay Inc claiming
priority from two United States applications with an earliest date of 17 March 2000. The
international application was published as WO 01/71452 on 27 September 2001. The
application entered the national phase in the UK as GB0222072.1 and published as GB
2377059 on 31 December 2002.

The Application

2 The gpplication concerns amethod for facilitating online payment transactions between
participants in a network based transaction facility. Specificaly the method is intended to
provide a mechanism whereby afirgt participant, for example a sdler in an online auction, can
select and communicate which payment methods (eg cash, credit cards etc) may be used by
asecond participant, for example the successful bidder, when paying the first participant.
Thisgivesthe sdller control over the payment methods used by the buyer. It aso providesthe
possibility of divorcing the transaction facility, which could be the online auction facility, from
the online payment system.

3 The method of thisinvention is intended to be implemented through the use of computers
linked by anetwork such as the internet. The various functions of the invention are controlled
by software running on the computers.

4 The claims before me are those incorporating amendments filed shortly before the hearing.
There are 25 clams of which 2 are independent. These read:



Clam 1. A method for facilitating online payment transactions between participantsin a
network-based transaction facility, the method comprising: communicating user
interface information from the transaction facility to a client computer of afirg
participant via a communications network, the user interface informeation identifying a
plurdity of payment instruments available for processing online payment transactions,
and enabling the first participant to select at least one of the plurdity of payment
indruments thet the firgt participant is willing to accept when recaiving a payment from
a second participant; receiving payment option information from the firgt participant at
an online payment service viathe communications network, the payment option
information indicating the selection made by the firgt participant; communicating the
payment option information from the online payment service to aclient computer of the
second participant via the communications network and enabling the second
participant to select a payment ingrument from the at least one payment instrument
selected by the firgt participant; receiving persond billing information concerning the
payment ingrument sdected by the second participant from the second participant at
the online payment service via the communications network, the persond billing
information being recaived to facilitate an online payment transaction between the first

participant and the second participant.

Clam 13: A sygstem for facilitating online payment transactions between participantsin
a network-based transaction facility, the syssem comprising: the network- based
transaction facility to implement a transaction system thet facilitates a busness
transaction between a participant and a further participant; a client, coupled to the
network-based transaction facility to receive from the transaction facility viathe
communications network user interface information identifying a plurdity of payment
ingruments available for processng online payment transactions pertaining to
corresponding bus ness transactions; to present the user interface information to the
participant; to enable the participant to sdect at least one of the plurdity of payment
instruments that the participant iswilling to accept when receiving a payment from the
further participant; and to communicate payment option information of the participant
over acommunications network, the payment option information indicating the
selection made by the participant; and an online payment service coupled to the
network based transaction facility and the client viathe communications network to
recelve the payment option information from the dient via the communications
network; to make the payment option information available to the further participant
via the communications network to enable the further participant to select a preferred
payment instrument from the a least one payment instruments, and to accept persona
hilling information concerning the preferred payment instrument from the further
participant via the communications network.

In addition to these two independent claims relaing to the method and a computer based
system for implementing the method, thereis dso aclam (clam 25) to a computer readable
medium comprising ingtructions which when executed on a processor cause the processor to
perform the method set out in the previous claims.

Objectionsraised by the examiner
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A firg report under section 18(3) was issued on 10 March 2004 and included an objection
that the application was excluded from patentability under section 1(2)(c) as a method of
doing business and/or a computer program. In that report the examiner also asked for copies
of some nonpatent prior art cited in the international search report. He aso raised a minor
clarity objection. The gpplicant’s agent responded in aletter dated 8 April 2004 with an
amended set of clams addressing the clarity objection. He dso included copies of the
additiond prior art referred to in the internationa search report.

A second report under section 18(3) was issued on 24 May 2004 maintaining the
patentability objection and aso raising an obviousness objection based on the supplied prior
art. The agent responded on 30 July 2004 with athird set of claims that included some minor
amendments by way of darification and arguments contesting the patentability and
obviousness objections.

A third report under section 18(3) was issued on 18 August 2004 in which the patentability
objection was maintained but the obviousness objection was dropped. In this report the
examiner noted that further correspondence was unlikely to resolve the issue of patentability
and that the gpplicant might wish the case to be heard by a senior officer. The agents duly
requested a hearing.

The matter subsequently came before me a a hearing on 15 September 2004 at which the
applicant was represented by Mr. Jonathan Palmer and Mr. Geoffrey Ddlimore of Boult
Wade Tennant. Mr. Kdim Y asseen attended for the Patent Office.

TheLaw

The examiner has maintained that the gpplication is excluded from patentability under
Sections 1(2)(c) of the Act, asrelating to amethod for doing business and a program for a
computer for such. The relevant parts of this section read:

“1(2) It is hereby declared that the following (among other
things) are not inventions for the purposes of this Act, that is
to say, anything which consists of -

(b)

(c) ascheme, rule or method for performing a mental act,
playing a game or doing business, or a program for a computer;

(d)

but the foregoing provision shall prevent anything from being
treated as an invention for the purposes of this Act only to the
extent that a patent or application for a patent relatesto that
thing as such.

These provisions are designated in section 130(7) as being so framed asto have, as nearly as
practicable, the same effect as Article 52 of the European Patent Convention (EPC), to
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which they correspond. | must therefore dso have regard to the decisions of the Boards of
Apped of the European Patent Office (EPO) that have been issued under this Articlein
deciding whether the present invention is patentable.

I nter pretation

The principles to be gpplied when consdering whether an invention relates to an excluded
field should follow the practice laid down by the UK Courts. These are set out in Fujitsu
Limited Application [1997] RPC 608, in which Aldous LJ said at page 614: “ itisand
aways has been aprinciple of patent law that mere discoveries or ideas are not
patentable, but those discoveries and ideas which have a technical aspect or make atechnica
contribution are. Thus the concept that what is needed to make an excluded thing patentable
isatechnicad contributionis not surprisng. That was the basis for the decison of the Board
inVicom. It has been accepted by this Court and the EPO and has been applied since
1987. Itisaconcept a the heart of patent lav”.

In other words, inventions relaing to an excluded fild which involve atechnica contribution
will not be considered to be related to the excluded matter as such. The practice of the
Officein thisregard is set out in the practice notice issued on 24 April 2002 entitled “Patens
Act 1977: interpreting section 1(2)”.

In assessing any dleged technica contribution, it is the substance of the claim rather than its
particular form that isimportant. It is not possible to render an inherently unpatentable
method patentable merdly through the specification of technica means.

Argument

Clam linitslaest formas set out above includes essentidly the following seps. @)
communicating to a user what payment instruments can be used by the system, b) receiving
information from the user about which of these instruments he would be prepared to accept,
€) communicating that information to a second user who then selects one of these chosen
ingruments and then d) recaiving information from the second user to facilitate payment to the
first user. All of these stepsiif carried out independently of a computer would amount to
business transactions and | am therefore satisfied that the claim relates to the computer
implementation of abusiness method. If that isthe case then the issue that | need to condider,
falowing Fujitsu and other authorities, is whether the clamed invention taken asawhole
makes atechnica contribution

Neither Mr. PAmer nor Mr. Ddlimore questioned thet thisis the gpproach that | should take.
Indeed it isfair to say that dmogt the entire hearing was taken up with discussng the nature
of any technica contribution

Both Mr. PAmer and Mr. Ddlimore addressed me a some length on this point. Ther main
argument was | believe best summed up by Mr. Dallimore when he said that the invention in
guestion was hot about doing something on a computer but was about doing it on a computer
“inthisway”. It was he argued the latter that provided the technica contribution. It was the
way the various eements were placed in the right place and the way that the various parts of
the system inter-related and shared data with each other that was sgnificant. It is, ashe sad,
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the giving of technicd life to the underlying business that provides the technica contribution

Mr. Ddlimore, quoting from paragraph 1.16 of the Manua of Patent Practice, also sought to
draw a comparison between thisinvention and that in Genentech Inc’s Patent [1989] RPC
147 where the Court of Appea held that the practica agpplication of a discovery did not
relate to the discovery as such and patentability was not excluded by S1(2). Theinference
from thisline of argument being that the practical implementation of a business method should
aso not be excluded from patentability. It is perhaps wise for me to ded with this argument
fird.

Whilst it is clear that decisions taken in respect of one of the excluded categories may have
relevance to another category of excluded matter, it is sometimes necessary to gpply alittle
caution. Indeed as noted by Dillon LJin Genentech “it would be nonsense for the Act to
forbid the patenting of a computer program and yet permit the patenting of afloppy disc
containing a computer, or an ordinary computer when programmed with the program”.

Thiswas confirmed in Merrill Lynch’s Application [1989] RPC 561 where Fox LJ said:
A..... it seemsto meto be clear, for the reasonsindicated by Dillon LJ, that it cannot be
permissible to patent an item excluded by Section 1(2) under the guise of an article which
containsthat item - that isto say, in the case of acomputer program, the patenting of a
conventiona computer containing that program. Something further is necessary. The nature
of that addition is, | think, to be found in the Vicom case whereit is stated: "Decisve iswhat
technical contribution the invention makes to the known art”. There mug, | think, be some
technica advance on the prior art in the form of anew result (eg, a substantid increasein
processing speed asin Vicom).(

It isclear from these cases and dso Fujitsu that merdy implementing something usng a
computer system does not make an invention patentable. Something more is needed to
provide the required technica contribution.

This leads me back to the main argument put before me. That is that the way in which the
underlying business method in this gpplication is implemented in a network based system
provides the technical contribution. There are indeed a number of ways in which the
implementation might give rise to atechnica contribution. It might for example require the
computer or computers to be modified in some technical way. That does not seem necessary
in this case since the basic hardware that might be used to implement the invention appears
entirely conventiond, afact that Mr. Dalimore acknowledged at the hearing. There might
aso be atechnica contribution arising from the way thet the various components
communicate and share date with one another. Again nothing was presented to me to
indicate that the invention had made a technica contribution in this area

Thiswould seem to leave the overdl arrangement of the various components and the
dlocation of particular functions to these components. At the hearing Mr. Ddlimore briefly
took me through the relevant prior art explaining that none of the prior art proposed the type
of arrangement or method set out in this gpplication. Whilst he argued that dl the prior art
appeared to be based on a particular business method, this invention had a different method
at its core. Like the examiner, | am prepared to accept that there is a difference between this
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invention and the prior art and that that difference is sufficient to render the invention both
new and probably non-obvious. But creating anew tool as noted in Fujitsu is not necessarily
aufficient for the invention to avoid being excluded under section 1(2)(c). Something moreis
required.

| believe that the differences between this case and the prior art gem directly from the
different business method thet lies at the heart of this invention. Once that new business
method had been arrived &, it was rdatively straightforward to implement it in a network
based system, abeit that the programmer or system developer would have had to use ther
technica knowledge to do so. Neither Mr. Ddlimore nor Mr. PAmer was able to convince
me that the particular programmer or system devel oper would have had to overcome any
particular technicd problems in order to implement the business method. In view of this|
must conclude that implementing the business method in a network based system has not
required any technical contribution to be made.

To summarise, conddering firgly dam 1 asawhoale, | can find nothing which might lead me
to conclude that a technica contribution has been made. Therefore thiscdam relatesto
excluded matter namely a method of doing business. For the reasons | have dready given the
implementation of dam 1 using conventional computer hardware can not render the method
of clam 1 patentable. | accordingly find that claims 13 and 25 are aso excluded from
patentability under Section 1(2) as methods of doing business and in the case of claim 25
aso as aprogram for a computer.

Possible amendments

At the hearing Mr. Pamer asked me to congider whether bringing into claim 1 the features of
clam 2 would provide the necessary technica contribution if claim 1 was found to be lacking
in that repect. | should point out that claim 2 includes an additiona step of performing arisk
andysis to determine whether the second user, for example the potential buyer, is qudified
to use the particular payment instrument that he has selected from the list provided by the first
gpplicant.

| have considered thisdaim in detall and have concluded that athough this additiona step
might enhance the business method, it does not provide the invention with the necessary
technical contribution.

| have aso looked at the remainder of the claims and the specification as awhole however |
was unable to find anything that might support a patentable clam.

Conclusion

| have found that the invention fails to provide any technica contribution and that it is
therefore excluded from patentability as a method of doing business and a computer program
under Section 1(2)(c) of the Act. Having been unable to identify anything contained in the
gpplication that might support a patentable clam, | therefore refuse the application under
Section 18(3).
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Appeal

Under the Practice Direction to Part 52 of the Civil Procedure Rules, any apped must be
lodged within 28 days.

PJTHORPE
Deputy Director acting for the Comptroller



