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The overlap of copyright and design: a trap for
the unwary

Jamie Griffin MILLS OAKLEY LAWYERS

The complex interplay between various types of intellectual property rights can, at times, result in
traps for unwary lawyers and their clients. One such area is the 2copyright/design overlap®, where
there is a potential for con ict between the principles of copyright law relating to the reproduction
of sketches or designs by creating the items depicted and the law relating to registered designs.

This article examines the rami®cations of some
recent comments by the Full Federal Court and consid-
ers the effects of these comments on the availability of
intellectual property protection for two-dimensional and
three-dimensional products.

Background

The underlying policy in relation to the copyright/
design overlap is that any products that are mass-
manufactured should be covered by design law and
should not receive the bene®ts of copyright protection
by virtue of the copyright in any designs or plans of the
manufactured product.

Sections 74+77A of the Copyright Act 1968 (Cth)
contain provisions that attempt to resolve difficulties that
result from overlapping copyright protection for two-
dimensional artistic works and registered designs pro-
tection for three-dimensional products.

A key de®nition is that of a 2corresponding design®,
which is de®ned in s 74(1) of the Copyright Act as:

visual features of shape or con®guration which, when
embodied in a product, result in a reproduction of that
work, whether or not the visual features constitute a design
that is capable of being registered under the Designs Act
2003.

Section 74(2) clari®es the meaning of 2embodied in°
as including 2woven into, impressed on or worked into
the product.©

Section 75 provides that where a corresponding
design has been registered, it is not an infringement of
the copyright in the related artistic work if that work is
reproduced by embodying that, or any other, correspond-
ing design in a product. This leaves owners of a
registered design that is being infringed to pursue their
remedies under the Designs Act 2003 (Cth).
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Section 76 states that where a corresponding design
has been registered and the registrants of that design are
not related to the owners of the copyright in the relevant
artistic work, the corresponding design, as registered, is
to be ignored and s 75 does not provide a defence, unless
the allegedly infringing acts were done in good faith by
an assignee or licensee of the registered design in
question.

Section 77 provides a substantive defence to copy-
right infringement. It provides that where copyright
subsists in an artistic work (other than a building or a
model of a building, or a work of artistic craftsmanship)
and a corresponding design embodying the visual fea-
tures of shape or con®guration of that artistic work has
been either applied to more than 50 articles or applied to
one or more articles manufactured in lengths or pieces,
but where the corresponding design has not been regis-
tered, then after the sale of products made to that
corresponding design, there is no infringement of the
copyright in the artistic work.

In effect, s 77 disentitles copyright owners from
relying on their copyright in plans or drawings in
circumstances where products manufactured according
to those drawings have been mass-manufactured.

Finally, s 77A creates an additional defence by
providing that it is not an infringement of copyright in
an artistic work to reproduce that work where the
reproduction is derived from a three-dimensional prod-
uct that embodies a corresponding design and the
reproduction is in the course of, or incidental to, the
making or selling of a product of a non-infringing
product.

Section 77A also provides that it is not an infringe-
ment of copyright in an artistic work to make a cast or
mould embodying a corresponding design in relation to
the artistic work where the cast or mould is for the
purpose of making a non-infringing product.

intellectual property law bulletin July 2009



RESHIRALIAIN

o

INTELLECTUAL PROPERTY Law BULLETIN

Recent developments: the Polo case in the
Full Federal Court

The issues relating to the copyright/design overlap in
the fashion industry were examined in some detail by
Alistair Little and Emma Talbot in a previous edition of
this newslettef. However, in light of some recent
judicial consideration of this area, a further examination
of this complex area of law is warranted.

In Polo/Lauren Company LP v Ziliani Holdings Pty
Ltd,® the Full Federal Court recently considered the
copyright/design overlap provisions of the Copyright
Act. Chief Justice Black and Jacobson and Perram JJ
made several useful observations on this area of law, but
they were strictly obiter dictd,as the case was decided
on other grounds.

Brie'y, Mr Ziliani and his company, Ziliani Holdings
Pty Ltd, parallel imported authentic Polo/Ralph Lauren
clothing from the US that featured the well-known polo
player logo. As the polo player logo was a trade mark
legitimately affixed to the clothing overseas, the Polo/
Lauren Company LP (Polo) could not sue for trade mark
infringement Instead, Polo claimed copyright infringe-
ment of the polo player logo, based on ss 37 and 38 of
the Copyright Act. In response, the Ziliani parties
claimed that both s 44C, relating to the importation of
non-infringing accessories, and s 77, in relation to a
corresponding design, provided it with a defence to
copyright infringement.

In relation to copyright/design overlap aspects of the
Ziliani case, the Full Court disagreed with the conclu-
sions of Rares J, the trial judge, who had held that as the
polo player logo was embroidered on to the fabric and
was 2noticeably raised above the surface of ¥ [the]
garments® the polo player logo was a corresponding
design because it had avisual features of shape or
con®guration being the distinctive alteration of the
fabric created by the embroidery of the logo®.

The Full Court noted that the de®nition of corre-
sponding design® is intended to cover a situation where
an artistic work is embodied in three dimensiSrheir
Honours then stated that:

Whilst it is possible that the word 2embody® can mean,
effectively, 2include as a constituent element®, we do not
think, given the background to the provisions, that that is
what it means in ss 74+77. Rather, in the cases with which
ss 74177 are concerned, it means 2give a material or
discernible form to an abstract principle or concept® b the
relevant abstract principle or concept is the design itself.
Once that is accepted as the meaning of 2embody® in ss
74177 there is no warrant for giving it the additional
meaning 2include as a constituent element® B such a
reading would be inconsistent with the language and
history of the provisionS.
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On this basis, the Full Court held that the polo player
logo was not embodied in the garments and that there-
fore no defence would have been available to Ziliani
under s 77.

Hypotheticals

While the Full Federal Court iZiliani made some
useful remarks on the concept of the embodiment of a
design, their Honours found it unnecessary to consider,
as the trial judge did, whether the polo player logo was
sufficiently three-dimensional to amount to @visual fea-
tures of shape or con®guration® under the de®nition of
corresponding design.

Consequently, there still remain some areas where the
application of the law remains unclear. | will now
explore the working of some of these provisions through
the actions of a hypothetical manufacturing company.

Textured fabrics

ACME Manufacturing Pty Ltd (ACME) is a manu-
facturer of textiles renowned for producing designs
inspired by various ancient cultures. As part of its range,
ACME sells a unique Celtic-patterned textured fabric,
which features a Celtic design that is raised from the
surface of the fabric. One day, while browsing through a
stall at the local market, a director of ACME ®nds a stall
selling cushions with the same Celtic design as a fabric
texture.

Here, the Celtic pattern is not sewn onto the fabric
after the underlying fabric is manufactured. As the Celtic
pattern is three-dimensional, it has been embodied in the
fabric and has the necessary visual features of shape or
con®guration to make the Celtic-patterned fabric a
corresponding design of the relevant artistic work, the
sketches of the Celtic pattern produced by ACME's
designer.

As ACME has sold more than 50 products incorpo-
rating the pattern, this means that the Celtic pattern, in
which ACME owns the copyright, has been industrially
applied. As the fabric has been sold and ACME has no
registered design for the textured fabric, ACME is
unlikely to succeed in legal action against the owner of
the market store selling cushions with the same Celtic
pattern for copyright infringement in the Celtic pattern,
as the owner of the store has a good defence under s 77
of the Copyright Act. As it has no registered designs
rights, ACME is left without a remedy.

Wallpaper

ACME decides to expand into interior decorating and
starts producing wallpaper with a Maori theme based on
a pattern in which it owns copyright. ACME manufac-
tures the patterned wallpaper in one piece, with the
Maori design already incorporated into the wallpaper.
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ACME's Maori-patterned wallpaper initially sells well,
but sales drop after an established interior design com-
pany begins selling almost identical Maori-themed wall-
paper of its own.

In this situation, the Maori pattern is part of the
wallpaper from the beginning of the manufacturing

lengths of this fabric for retail sale yet. Nevertheless,
ACME soon ®nds one of its competitors has begun
selling rugs with the same Native American logo woven
into the rug. ACME decides to sue their competitor for
copyright infringement in relation to the rugs. However,
ACME's competitor reveals that it has a registered

process and has not been separately painted onto the design for the rug.

wallpaper after it has been produced. While the inclu-
sion of the Maori design as part of the manufacturing
process would result in the Maori pattern being worked
into the wallpaper, it does not result in a raised pattern or
texture.

As the wallpaper with the Maori pattern remains
two-dimensional, the wallpaper with the Maori design is
not a corresponding design that embodies the sketch of
the Maori pattern. Therefore, ACME is likely to succeed
in an action for infringement of the copyright in this
sketch as an artistic work that has been reproduced in the
wallpaper sold by ACME's competitor.

Tiles

With the success of its interior design business,
ACME starts producing an Indian-themed feature tile
with an elephant motif raised from the surface of the tile
itself as a bas relief. The moulds for the tiles already
include the elephant design, so that there is no need for
further steps in the manufacturing procé$sShortly
after ACME begins selling its elephant-themed tiles, an
established tile manufacturer begins selling almost iden-
tical tiles, made using a similar moulding technique.

As ACME has sold more than 50 of its tiles, it has
industrially applied the original design sketch for its
elephant motif tiles. The raised bas relief of the elephant

Here, the Native American logo is a corresponding
design, as the artistic work has been woven into the rug
produced by ACME's competitor. However, since their
competitor has registered a design for the rug, ACME
will have to prove that the design was falsely registered
under s 76 of the Copyright Act in order to make out its
case for copyright infringement.

As ACME's competitor is not the original designer of
the Native American design, nor it is the employer or
assignee of the original designer, it is not an entitled
persort! in relation to the Native American design.
ACME was unaware of the designs registration owned
by its competitor and certainly did not agree to allow its
competitor to register the design. On this basis, ACME's
competitor has falsely registered the rug design. There-
fore, none of the defences under s 75 of the Copyright
Act or under the Designs Act 2003 (Cth) are available to
ACME's competitor.

As a corresponding design was registered by ACME's
competitor but ACME has not yet industrially applied
the Native American design, the defence under s 77 of
the Copyright Act is not available to ACME's competi-
tor, who is likely to be found to have infringed ACME's
copyright in the Native American design.

is a visual feature of shape or con®guration that has been practical considerations

embodied in three dimensions in the tile. ACME holds
the copyright in the design drawings and has actually
sold the tiles in question but has no registered design for
the tiles. Therefore, the sale of almost identical tiles by
ACME's competitor is not an infringement of the
copyright in ACME's design drawings for its own tiles,
based on s 77 of the Copyright Act.

Under s 77A of the Copyright Act, any drawing of
ACME's tiles that was used as the basis for the tiles
manufactured by ACME's competitor is not an infringe-
ment of copyright. Similarly, the casts or moulds used to
manufacture these tiles do not infringe ACME's copy-
right either, as these moulds feature a three-dimensional
embodiment of ACME's elephant motif and are used in
the manufacture of the non-infringing tiles.

Taking action

ACME creates a new Native American design for its
fabrics. ACME shows a small number of samples of its
new design at a trade show, but has not produced any

20

The amendments to copyright/design overlap provi-
sion introduced by the Designs (Consequential Amend-
ments) Act 2003 (Cth) have introduced some clarity into
this area of law. However, as t@diani case¥? indicate,
there are still some aspects of these changes that have
not been decisively considered by the courts on a
binding basis.

With that in mind, lawyers and their clients would be
advised to take a prudent course of action in relation to
this area of the law. Lawyers should advise clients to
consider design registration for important products where
appropriate, particularly where the product in question
features a raised or three-dimensional aspect.

As a consequence of these changes, and based on the
approach indicated by the Full Federal Court in the
Ziliani appeal, allegations of copyright infringement
should be carefully considered and a search of the
Register of Designs conducted before issuing a letter of
demand in relation to the infringement of an artistic

intellectual property law bulletin July 2009
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work based on the sale of a product. This is particularly
relevant in light of the groundless threats provisions
contained in s 202 of the Copyright Act.

Conclusion

As can be seen from the above discussion and
hypotheticals, small differences, such as raised or tex-
tured surfaces, may mean that the incorporation of an
artistic work into a product results in the loss of the
ability to sue for copyright infringement in relation to
the reproduction of the artistic work in question. The
copyright/design overlap provisions contained in ss 7A+77
of the Copyright Act are indeed a trap for unwary
clients, who may assume that copyright will protect
them in such circumstances.
Jamie Griffin, Lawyer,
Mills Oakley Lawyers.

Footnotes

1. Second Reading Speech of Designs (Consequential Amend- 11.
12.

ments) Bill 2002 (Cth).

2. Little A and Talbot E 2Sequined, stitched, painted, embossed or
bedazzled: fashion, the Designs Act and the Copyright Act®
(2008) 20(9)IPLB 134.
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Trade Marks Act 1995 (Cth) s 123(1).
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There is also an argument that the bas relief tile may be a work
of artistic craftsmanship, which means that the s 77 defence to
infringement may not apply in the circumstances if infringe-
ment is claimed of the copyright in the tile itself instead of the
design drawings for the Indian-themed tile. However, it is not
the intention of this article to explore the de®nition of a work
of artistic craftsmanship, so the availability of this separate
cause of action is merely noted.

See Designs Act 2003 (Cth) s 13.
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The criminalisation of copyright law: where do

Intermediaries stand?

Steven GethingandProfessor Brian FitzgeraldQUEENSLAND UNIVERSITY OF TECHNOLOGY,
FACULTY OF LAW AND ARC CENTRE OF EXCELLENCE FOR CREATIVE INNOVATION

In this article, we highlight how the provisions of the
Copyright Amendment Act 2006 (Cth) create an unac-
ceptable level of risk and uncertainty for intermediaries
such as content hosts and ISPs due to their broad
wording and ambiguity.

On 19 October 2006, the Australian Government,
purporting to implement the AustraliatUS Free Trade
Agreement (AUSFTA), released an exposure draft of
legislation with new provisions dealing with the acrimisal-
tion of copyright infringement®. On 11 December, the
bill received Royal Assent and by 1 January 2007 many
of the criminal provisions were in force.

While the ®nal enactment contained fewer offences
than ®rst proposal (many strict liability offences were
removed) the remaining provisions raise serious ques-
tions about their scope and application.

Elements of indictable and summary offences

The offence provisions in the Copyright Act 1968
(Cth) operate in the same way as any other Common-
wealth criminal offence. Except in the case of strict
liability? and absolute liability offence$,a criminal
offence against the Commonwealth of Australia consists
of physical elements and fault elemefitsoth of which
must be proven beyond a reasonable dduit the
prosecution.

Physical elements of an offence may be conduct, a
result of conduct, or a circumstance in which conduct or
the result of conduct occufs.

Fault elements for a particular physical element may
be intention, knowledge, recklessness, negligénce,
another fault element for a physical element speci®ed by
a law creating an offenc®.

Where an offence does not specify the required fault
element for a physical element of an offence, the fault
element for a physical element consisting only of
conduct is intentiohand the fault element for a physical
element consisting of a circumstance or result is reck-
lessness®

Negligence under the Criminal Code Act 1995 (Cth)
(the Criminal Code) requires:

Y such a great falling short of the standard of care that a

such a high risk that the physical element exists or will exist
that the conduct merits criminal punishment for the offetce

A person is reckless with respect to a circumstance if:

¥ he or she is aware of a substantial risk that the
circumstance exists or will exist and having regard to the
circumstances known to him or her, it is unjusti®able to
take the risk®2, and with regard to a result if 2he or she is
aware of a substantial risk that the result will occur and
having regard to the circumstances known to him or her, it
is unjusti®able to take the risk.

Many offences in the Copyright Act are mirrored by
offences that contain identical or similar physical ele-
ments but have differing fault elements. For example,
there are three offences of selling or hiring out an
infringing copy** each with identical physical elements:

selling an article or letting an article for hire;

the article is an infringing copy of a work or
other subject matter; and

copyright subsists in the work or other subject
matter at the time of sale or hire.

The indictable offenc® does not specify any fault
elements for the offence, so s 5.6 of the Criminal Code
must be applied. The act of selling or letting is a
conduct, so the fault element is intention, and the other
two elements are circumstances in which the conduct
occurs, so the fault element for both is recklessness. The
summary offenct does not specify the fault element for
selling or letting for hire, so again the fault element is
intention, but does specify that the fault elements for the
other two physical elements are negligence. The strict
liability offence'” speci®es that the offence is an offence
of strict liability*® so no fault elements are required to
complete the offence.

Commercial strict liability offences

There are many other strict liability offences in the
Copyright Act that are directed at acts connected to
commerce which could cause unwary business owners
to be criminalised. IrPontello v Giannoti¥’ the prin-
ciple question in the case was the knowledge of the

reasonable person would exercise in the circumstances and defendant. Giannotis was a partner in a video hire
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business who was found to be in possession of a number that infringement was done 2willfully and for purposes

of infringing copies of copyrighted work for the purpose
of letting them for hire. Before the Copyright Amend-
ment Act 1986 (Cth) it would have been necessary to
have proved that the defendant knew that an article was
an infringing copy. The 1986 amendment had modi®ed
the level of culpability to 2know or ought reasonably to
know°?° and Giannotis was convicted on this basis. Had
the case been brought under today's law, a court would
have been less certain of convicting Giannotis under the
summary offence in s 132AJ(3), which requires the
defendant to be negligent as to the copyright status of the
article?* but it would have certainly been able to convict
under the strict liability offence in s 132AJ(5).

An issue which is, as yet, unresolved is the precise
meaning of the word 2trading® in the offence of distrib-
uting an infringing copy? In the case oflrvine v
Hanna-Riveré® the defendant was charged with four
counts of possessing infringing copies of computer
programs for the purpose of distributing the articles for
the purpose of trade. This pre-internet and pre-Napster
case had a now eerily familiar state of affairs to consider.
The defendant had been 2swapping® disks containing
infringing copies of computer programs with a network
of about one hundred other people. Von Doussa J said:

| accept that the infringing copies were held by the
defendant primarily as part of his hobby of collecting
programs, but, as his plea admits, they were also held for
the purpose of distribution for the purpose of trade.
However the atrade® carried on by the defendant was not
trade in the ordinary commercial sense. The trade involved
copying and supplying infringing copies of programs,
sometimes to members of the @swap network®, and some-
times to others. Where copies were supplied to people
within the @swap network®, a barter system often operated
whereby the defendant would exchange a program held by
him for one not in his library. In other instances someone,
not a member of the regular 2swap network®, might seek a
copy of a program held by the defendant. In this event the
defendant would supply the program by copying it onto a
blank magnetic disk provided by the inquirer for a fee of
about $3**

Von Doussa J did not have to decide if the bartering
of the computer programs was sufficient to satisfy the
requirement for 2trade® since the defendant had sold
some copies for a nominal fee, but from a reading of the
judgment as a whole Von Doussa J probably would have
given the word 2trade® a wider meaning than selling the
items for pecuniary gain had it been necessary. If this is
correct, s 132AI(7) is probably the most commonly
committed (though not prosecuted) offence in Australia.

In 1994, federal authorities in the US were unable to
prosecute a student called David LaMacchia who had
allegedly committed copyright infringement on a mas-
sive scale by creating an online 2swap network® for
computer programs. The relevant US statute required
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of commercial advantage or private ®nancial gam®.
Following the case, in 1997, @®nancial gain® was given
a new de®nition by the No Electronic Theft Act (NET
Act)?® to include at s 2 the 2receipt, or expectation of
receipt, of anything of value, including the receipt of
other copyrighted works®.

There is no logical reason to suppose that the proper
construction of the word atrading® must be con®ned to
transactions where something is being exchanged for
money?’ so if bartering can fall within the de®nition of
atrading®, why not the barter of infringing copies of
articles?

If this is correct, the strict liability distribution
offence in s 132AI(7) would have a massive reach and
impose an unintentionally low level of criminal culpa-
bility which would criminalise most ®le-sharers who are
involved in the exchange of ®les where they are both
uploading and downloadir'.

Intermediaries

Intermediaries, such as ISPs, may also attract crimi-
nal liability under a number of offences for distributing
infringing articles even though they have no knowledge
of the contents of the packets of data they communicate.
The meaning of the word 2distribute® is de®ned as
including adistribution by way of a communicatior®.
Section 132AI(7) creates a strict liability offence for
distributing an infringing article in preparation for, or in
the course of, obtaining a commercial advantage or
pro®t3° Section 132AJ(5) creates a strict liability offence
for possession of an infringing article in preparation for,
or in the course of, distributing it to obtain a commercial
advantage or pro®tor to the extent that it will affect
prejudicially the owner of the copyrighit.

There are a number of arguments that intermediaries
might raise in order to escape criminal liability. First, it
is settled law that even in the absence of any mental
elements of an offence, a physical element that is
conduct must be voluntary; it must be 2a product of the
will of the person whose conduct it i$%. For example,
if A seizes B's hand when B is holding a knife and stabs
C,** A would not be responsible for stabbing C. Apply-
ing this principle to a distribution offence would be
problematic, since carriage providers are actually in the
business of distribution, so mere ignorance of the
content of the distributed data might not be enough to
meet the threshold of unwilled conduct.

Second, the principle of innocent agency allows the
prosecution of persons who procure other parties to
commit one or more of the physical elements of an
offence if the ®rst person has a fault element in relation
to that offence. At ®rst glance this would suggest that it
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would not be the ISP that would be liable for distribu-
tion, but instead the person who procured the physical
conduct would be guilty. However, the principle is not a
defence to a crime; it merely allows the prosecution of
those who use others as instruments to commit a
physical element of a crime. In most circumstances, the
innocent agent is not guilty of the offence in question
because they lack the requisite fault element for an
offence. This would almost certainly be the case with the
indictable and summary offences in the Copyright Act.
However, in the case of a strict liability offence, the
innocent agent may not avoid criminal responsibility for
an offence. Instead, they would need to rely on the
discretion of prosecuting authorities or the defences in
the Criminal Code.

Thirdly, for the purposes of the Copyright Act, a
communicatio® is taken to have been made by the
person responsible for determining the content of the
communicatiort® This suggests that a person who has
not determined the content of a communication, but
merely passed it on, will not have made a communica-
tion. However, with one exceptiot,the offence provi-
sions of the Act do not use the word @&communication® or
acommunicate®. They use the word 2distribute®. The
word adistribute® is only de®ned for the purposes of Div
5, and the de®nition only states that it includes 2distrib-
ute by way of communication® This lack of clarity

and an absence of judicial consideration means that itis

not known if an ISP or other intermediary can rely on
s 22(6) when facing a criminal charge.

Conclusion and recommendations

While it is unlikely that unwitting intermediary
parties will be prosecuted by the Crown, the fact that
these offences are capable of being directed at them will
be of concern. Although one 60+point penalty ®ne for a
single strict liability offence would easily be absorbed by
all of the prominent industry players, they could poten-
tially be liable for millions of offences.

The mischief that these provisions seek to remedy is
not being targeted precisely enough. We recommend that
the Attorney-General's Department should immediately
and comprehensively review the scope and application
of the offences and make appropriate recommendations
to the Attorney-General with particular reference to the
position of consumers and distributors of copyrighted

material. We also suggest that any review assesses the 32.

value of providing immunity or speci®c defences for

entities such as ISPs, content hosts and search engines,34.
so that these businesses are reassured they will not have3s.

to rely on the discretion and goodwill of prosecuting
authorities to avoid liability for criminal offences.
Professor Brian Fitzgeraldand Steven Gething
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cl 4(b): @The exchange of the Work for other copyrighted
works by means of digital ®le-sharing or otherwise shall not be
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no payment of any monetary compensation in connection with
the exchange of copyrighted works.®

See Gething S 2Criminal Infringement of Copyright: The Big
Crook Case® in Fitzgerald et al (ed€ppyright Law, Digital
Content and the Internet in the Asia Paci®gney University
Press (2008), 367.

Copyright Act 1968, s 132AA.
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Rebalancing patent law: proposed reforms to
the Patents Act

Genevieve WilkinsoBARRISTER

Signi®cant changes to the Patents Act 1990 (Cth) (the Act) have been proposed by the Federe
Government with the release of two reform papers by IP Australia, 2Getting the Balance Right® and
agxemptions to Patent Infringement® on 30 March 2009.

The stated objective of the reforms is to assist the
commercialisation of Australian innovations in the glo-
bal marketplace and to encourage foreign investors to
introduce their technology into Australia, con®dent that
high standards will protect their inventions from imita-
tion. High patentability standards can better facilitate
follow-on innovation and improvements to existing
technologies, reduce broad monopolies and lessen the
impact of monopolies on competition.

Getting the Balance Riglttontains proposals to raise
standards for patentability to align Australia more clgsel
with European, American and Japanese patent standards
(Primary Trader Standardg§xemptions to Patent Infringe-
ment proposes to amend the Act to include explicit
exemptions for research, experimentation aimed at deter-
mining freedom to operate and experimental activities to
obtain the information required for regulatory approval
of a patented invention.

Proposed changes

Full description and fair basis

The current practice that a failure to fully describe the
invention or include the best method of performing the
invention can be recti®ed up to at least the grant of the
patent would be changed. The Act would explicitly
indicate that the requirement for full description is met if
the description of the claimed invention was sufficient at
the ®ling date to allow the skilled addressee to perform
the invention without undue experimentation.

Proposed amendments to the requirements for full
description and fair basis would also reverse the current
High Court position that it is not necessary for the
inventor to disclose all alternative means for a full
description of the inventioh.The proposal requires a
patent speci®cation to provide sufficient details of the
invention to enable the skilled addressee to produce
anything across the full scope of the invention claimed
without undue experimentation.
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The level of disclosure required to support a priority
claim would be accordingly raised so that the priority
document must also provide sufficient information to
enable production of the invention across the full scope
of the claims. This will increase pressure on inventors to
complete experimental work prior to ®lling the provi-
sional patent speci®cation.

Inventive step

The paper proposes to amend the test for lack of
inventive step from 2whether a skilled person would be
led directly as a matter of course to try a particular
approach with a reasonable prospect of success® to
whether the claimed invention was 2obvious for the
skilled person to try a suggested approach, alternative or
method with a reasonable expectation of success.® This
is a lower requirement for establishing lack of inventive
step, and is closer to European standards, which increas
ingly recognise the need to raise the bar when it comes
to inventive step to account for a skilled persons' much
improved access to information tools and technology.
Implementation of this proposal is likely to affect the
applicability of existing Australian decisions in relation
to inventive step and create some initial uncertainty as to
the way courts might apply the new test.

Greater consistency with Primary Trader Standards
would be achieved by removing the requirement that
prior art documents must be such that a person skilled in
the art could be reasonably expected to ascertain them.
This change is likely to increase the number of prior art
documents eligible for use in an opposition or litigation,
as it would no longer be necessary to satisfy the
evidentiary burden of ascertainment.

Common general knowledge would no longer be
con®ned to that existing in Australia, re ecting increas-
ingly global information "ows in research with the
development of the internet.
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Consistency and certainty

It is proposed that the Act and its regulations be
amended to standardise requirements during examina-
tion, re-examination and opposition by:

including usefulness as a criteria considered dur-
ing examination and re-examination;

clarifying that the requirement for usefulness is
only satis®ed if the patent speci®cation discloses a
speci®c, substantial and credible use for the inven-
tions;

including prior use among the grounds considered
during examination and re-examination;
expanding the grounds for re-examination to all of
the grounds considered during normal examina-
tions; and

clarifying that 2balance of probabilities® is the
standard of proof applied to all requirements
during examination, re-examination and opposi-
tion proceedings.

Experimental use

The absence of an explicit experimental use exemp-
tion to infringement in the Act creates potential legal
uncertainty for researchers seeking to develop existing
research or obtain approval for generic products once a
patent expires. Consequently, IP Australia proposes the
introduction of the following statutory exemption which
will permit a person to do any act on a patented
invention, without infringing the patent, solely for the
purpose of:

determining how the invention works;

seeking an improvement to the invention;

testing the validity of a patent;

determining the scope of the patent claims;
determining whether an act or product infringes a
patent; or

obtaining the information required for regulatory
approval under Australian law or the law of any
other country that regulates the manufacture, con-
struction, use or sale of the patented invention.

26

This would not extend to commercial purposes such
as the stockpiling of products for sale once the patent has
expired. It should provide greater certainty for legal
researchers although the matter has not often been raised
in litigation.

Conclusion

Introduction of an experimental use exception to
infringement should provide greater security to inven-
tors working in existing research areas. However, it is
likely that many of the other proposed changes will
make it more expensive and difficult for an inventor to
obtain a patent. Changes to requirements for full descrip-
tion and fair basis would result in more onerous require-
ments on inventors and patent attorneys prior to the
®ling date. Despite this, the changes to full description
should encourage inventors to crystallise what their
patent protects, reducing the grant of unintentionally
broad monopolies. These monopolies may also be nar-
rowed by the standardised requirements for examina-
tion, re-examination and opposition and these changes
would increase the burden on attorneys and examiners in
the initial preparation and examination of the relevant
supporting materials. Standards of patentability would
similarly rise if the inventive step threshold is raised and
these changes require careful thought by litigators, as
they may rede®ne the test substantially.

Genevieve Wilkinson,
Barrister,

Selborne Chambers,
Sydney.

Footnotes

1. Kimberly-Clark Australia Pty Ltd v Arico Trading Interna-
tional Pty Ltd(2001) 207 CLR 1; 177 ALR 460; [2001] HCA
8; BC200100261l ockwood Security Products Pty Ltd v Doric
Products Pty Ltd(2004) 217 CLR 274; 212 ALR 1; [2004]
HCA 58; BC200407622P®zer Overseas Pharmaceuticals v
Eli Lilly & Co (2005) 225 ALR 416; 68 IPR 1; [2005] FCAFC
224; BC200509168.
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Stop, look and listen prior to alleging patent

Infringement

Josh Hendersormand Ben CooganDLA PHILLIPS FOX

Uniline Australia Ltd v SBriggs Pty Ltd [2009]
FCA 222; BC200901568

Prior to issuing any letter of demand for patent
infringement, lawyers and patent attorneys need to
carefully advise their clients, and receive expert advice
about, how the patent is likely to be construed by the
court.

Failure to do so may leave your client open to a
damages claim for unjusti®ed threats of patent infringe-
ment and the risk of revocation. Such an action can set
you on the back foot as the patentee will be forced to
defend proceedings, in potentially a foreign or interstate
jurisdiction, in circumstances where it may not have
been prepared to commence proceedings for infringe-
ment.

These issues were ventilatedUmiline Australia Ltd
v SBriggs Pty Ltd[2009] FCA 222; BC200901568,
where the Federal Court restrained SBriggs from mak-
ing unjusti®ed threats to Uniline.

Litigation

The dispute began in early 2007 when SBriggs,
which trades as Acmeda, sent various letters which
alleged that Uniline's product, a roller blind component
known as the 2Unidrive®, infringed SBriggs' patent and
design.

Uniline, who was represented by DLA Phillips Fox,
commenced proceedings in the Federal Court of Austra-
lia alleging unjusti®ed threats of patent and design
infringement, pursuant to s 128 of the Patents Act 1990
(Cth) and s 77 of the Designs Act 2003 (Cth).

The design matter was settled out of court and
resulted in an order restraining SBriggs from making
further threats of design infringement against Uniline.

In the patent matter, by cross claim, SBriggs alleged
that Uniline had infringed its patent (which is the
defence to a claim for unjusti®ed threats) and, by further
cross claim, Uniline sought to have SBriggs' patent
revoked.

The patent in suit was for a spring clutch, which is a
clutching device used to draw, hold and release roller
blinds. The patent described a spring clutch which
comprised a helical spring of unitary construction; that
is, a single unitary spring. In contrast, the Unidrive does
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not have a single unitary helical spring but instead
operates by a section of the clutch device engaging three
separate helically wound springs.

After lengthy deliberation on the construction of
SBriggs' patent, Greenwood J found that the Unidrive
did not infringe SBriggs' patent and restrained SBriggs
from making any further threats of patent infringement.
The issue of any damages and costs that Uniline
incurred from SBriggs' unjusti®ed threats are yet to be
assessed.

Construction: the object statement

Construction is a matter for the court. The patent will
be construed according to the ordinary meaning of the
language of the document informed by the court's
understanding of technical terms through evidence re ect-
ing the understanding of a person skilled in the'art.

The critical issue in this litigation was whether the
SBriggs patent was con®ned to spring clutches compris-
ing a single unitary spring, or whether it covered
multiple, helically wound springs. If it covered a plural-
ity of springs, the patent would be infringed and the
action for unjusti®ed threats would fail (although this
would necessarily expose SBriggs to the possible revo-
cation of its patent on several grounds, in particular fair
basis and inutility). Conversely, if the patent was con-
®ned to a single unitary spring, there would be no
infringement (and issues of validity would not arise).
The experts engaged by Uniline and SBriggs differed in
their opinion on this issue.

Greenwood J relied on a number of established
construction principles in construing the patent. In
particular, his Honour explained that the patent is read in
its entirety and clear meaning is given to the words of
the claim at [46]:

Although the Court seeks to construe the language of the

clams taking account of the skilled reader's practical and

commonsense understanding of terms and particular lan-
guage, clear language ought to be given its natural exglaine
and apparent meaning not read down as though the evi-

dence of the skilled reader imported a quali®cation upon a

claim inconsistent with that meaning.

Signi®cantly, the object statement in SBriggs' patent
speci®cation (which is typically included to explain the
inventive step) was a key factor in construing the
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patent's monopoly and was strongly relied on by the
court when construing the scope of the claims. The
object statement in SBriggs' patent stated:

It is an object of the invention to provide a bi-directional
clutch which avoids the need for a plurality of helical
springs and complex con®guration of the second shaft.

The question that arose from this was whether the
object statement meant that the object of the invention
was to avoid:

a plurality of springsand avoid the complex
con®guration of the second shaft; or

a plurality of springswith a complex con®guration
of the second shatft.

After detailed consideration of the object statement,
and having regard to the de®nition of terms by skilled
readers in the ®eld, Greenwood J held that the inven-
tion's objective was to create a spring clutch that
avoided the need for multiple springsd alsoavoided
the complex con®guration of the second shaft. There-
fore, his Honour adopted the construction that the claim
was limited to a spring clutch device employing a single
helical spring. On this basis, Uniline was found not to
infringe SBriggs' patent and the threats of patent infringe
ment made by SBriggs were unjusti®able.

LETTERS OF DEMAND

Prior to sending a letter of demand for patent infringe-
ment, you should:

- advise, and obtain expert advice about, how the patent
could be construed and whether the patent actually covers
the alleged infringing article or process;
- prepare your client to either commence proceedings or
defend a claim for unjusti®ed threats (which may resultfin a
damages claim) or for revocation;
- identify relevant expert/s;

- consider what arguments the infringer may raise in relation
to validity; and
- if possible, ensure that the letter and requested undertakings
are carefully drafted so that the demand cannot be consigered
a threat.

On receiving a letter of demand, you should:
- advise, and obtain expert advice about, whether the patent
actually covers the product or process and whether the ¢lient
should agree to the required undertakings (which are uspally
requested);
- consider whether proceedings for unjusti®ed threats of
patent infringement can be commenced. In most cases, |if the
client ceases selling the product and commences [such
proceedings then this will enliven a damages claim against
the patentee;

- identify relevant expert/s;

- identify any validity issues that may entitle your client
commence a revocation action; and

- determine whether there may be any settlement opporsniti
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Validity: applying the counter-factual

Uniline's case was pleaded in such a way that the
issue of validity would only arise if the Unidrive was
found to have infringed SBriggs' patent. Uniline alleged
that the patent was invalid because it was not fairly
based, was not useful, lacked novelty and was obtained
through fraud, false suggestion or misrepresentation.

As Greenwood J rejected SBriggs' construction, his
Honour dealt with validity issues by applying the
acounter-factual® and accepting that the claims include a
plurality of reverse wound springs.

The court noted that if the claim was construed in the
way SBriggs contended, its patent may be exposed to
revocation on a number of grounds, particularly inutility
and fair basis.

Inutility

Uniline alleged that the invention claimed by the
patent was not useful and invatibecause the invention
as claimed did not achieve the object of the invention.
Greenwood J held at [123] that 2lack of utility rises or
falls on the construction of the objection of the invention
recited in the speci®cation®. Therefore, if the object
statement was read according to SBriggs' construction,
the patent would be invalid on the ground of inutility, as
the invention did not avoid the need for a plurality of
springs.

Fair basis

Uniline claimed that if the patent was read according
to SBriggs' construction, then the patent would not be
fairly based as the claims (that is, that the patent covers
a spring clutch employing a plurality of springs) goes
beyond the speci®cation (which described a spring
clutch containing a single spring)Uniline alleged that
neither the object nor the claims contemplate a plurality
of springs as an integer of the claimed invention.
Greenwood J noted that if SBriggs' construction was
adopted, the claims would travel beyond the disclosure
and would be exposed to revocation on that grotind.

Conclusion

Prior to issuing a letter of demand, you should give
careful consideration, and even obtain expert advice, as
to whether or not the patent has been infringed. If you do
not, and prematurely issue a demand, proceedings for
unjusti®ed threats could be commenced in a foreign or
interstate jurisdiction (which will add to the expense of
defending the proceedings) which could also result in a
signi®cant damages claim against your client.

Josh HendersonSolicitor, and
Ben Coogan,Partner,
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DLA Phillips Fox Brisbane.

Footnotes

1.

Sachtler GmbH & Co KG v RE Miller Pty Lt(2005) 221 ALR
373; 65 IPR 605; [2005] FCA 788; BC200504009 per Bennett
J, and particularly those authorities cited at [20], [21] and [22].
See alsd”PAC Mining Pty Ltd v Esco Corporatio(2009) 80
IPR 1; [2009] FCAFC 18; BC200901179 at [26]+[29], where
DLA Phillips Fox also acted.
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Section 18(1)(c) Patents Act 1990 (Cth).

Seel.ockwood Security Products Pty Ltd v Doric Products Pty
Ltd (2004) 217 CLR 274; 212 ALR 1;; [2004] HCA 58;
BC200407622 an®lin Corporation v Super Cartridge Co Pty
Ltd (1977) 180 CLR 236; 14 ALR 149; 51 ALJR 525;
BC7700042.

At [122].
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Wyeth denied preliminary discovery on
iIdentity of generic competitors

Grant Fisher, David Chin and Anu Ambikaipalan BLAKE DAWSON

In Wyeth v Secretary, Department of Health and Ag€2@09) 255 ALR 352; [2009] FCA 313;
BC200902214,the Federal Court of Australia has dismissed an application by Wyeth for
preliminary discovery under O 15A of the Federal Court Rules 1979 (FCR).

IN PRACTICE
- When making an application for identity discovery, the
court will focus on the prospects of success by the applicant
against the unknown respondent, and whether it is in the
interests of justice to make an order for identity discovery.

- To succeed, patentees are required to provide detailed and
thorough evidence to prove strong prospects of success in
any proceeding against the sponsors of the generic products.
Although this may not be possible at the preliminary stage,
especially where the identity of the sponsor is unknown| the
court noted that evidence of inquiries made overseas intp the
identity of sponsors and medical evidence that would support
a ®nding of infringement in a ®nal proceeding may be useful
in showing prospects of success.
- The type of evidence required is likely to differ dependjng
on whether the allegedly infringed patent is directed to
product claims and/or process claims. In relation to progduct
claims, infringement could be proven by evidence of the
bioequivalence of the allegedly infringing product.
- If the applicant cannot satisfactorily prove its prospects of
success against the unknown respondent, the application will
be dismissed and the identity of the sponsor will remain
unavailable until, in this case, it is registered on the Austra-
lian Register of Therapeutic Goods (ARTG).
- It may be prudent for patentees to request information
under the FOI Act to determine whether any and how nany
generic product applications have been made. This enables
the patentee to be prepared to seek an interlocutory injunc-
tion if the generic product is then registered on the ARTG| but
this 2head start® might also be relevant in considering jany
question of delay.

Background

Wyeth held a patent for the compound venlafaxine
hydrochloride, which is the active ingredient in the
antidepressant medicine Efexor-XR. Although the com-
pound patent expired, Wyeth remains the owner of a
method patent in relation to the blood plasma concen-
tration of venlafaxine hydrochloride in the period of
about four to eight hours after administration of the
drug.

In late 2008, Wyeth suspected that other companies
had applied to the Australian Register of Therapeutic
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Goods (ARTG) to register medicines containing venlafaxine
hydrochloride. Wyeth requested the Department of Health
and Ageing (the Department) to provide it with infor-
mation under the Freedom of Information Act 1982
(Cth) (FOI Act) in relation to those applications.

Wyeth's request was denied by the Department in
December 2008. However, the Department's response
included information suggesting that ®ve applications
had been made to register medicines containing venlafaxine
Wyeth then applied to the Federal Court seeking identity
discovery under O 15A r 3 FCR and information
discovery under O 15A r 6 FCR of other companies it
suspected had applied to the ARTG to register medicines
containing venlafaxine.

Submissions

Wyeth argued that it required the identity of the
sponsors to determine whether the marketing of the
generic product would constitute an infringement of its
method patent. Wyeth had sought preliminary discovery
to provide the foundation for injunctive proceedings,
including a claim for interlocutory injunctive relief.

Wyeth argued that it may be exposed to irreparable
harm, for which damages will not be an adequate
remedy, unless it could obtain interlocutory injunctive
relief four to six weeks before a Pharmaceutical Bene®ts
Scheme (PBS) listing of a generic product. In particular,
Wyeth sought to prevent the 12.5% price reduction that
would apply to its drug once a generic product was listed
on the PBS and the administrative processes involved in
implementing the price reduction.

At the hearing, Wyeth focused on its claim for
identity discovery under O 15Ar 3 FCR and submitted
that it would approach the four sponsors of the generic
products to obtain information from them informally if
the application for identity discovery was granted.

Decision
Jacobson J dismissed the application ®nding that:
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the evidence ®led by Wyeth was not sufficient to
establish sufficient prospects of success in any
proceeding against the sponsors of the generic
products; and

it was not in the interests of justice to make an
order for identity discovery.

Prospect of success

Jacobson J found insufficient evidence establishing
Wyeth's prospect of success in a proceeding against the
sponsors of a generic product. His Honour noted that a
certi®cate under s 26B(1)(a) of the Therapeutic Goods
Act 1989 (Cth) requires a sponsor of a generic product
to certify that the sponsor, acting in good faith, believes
on reasonable grounds that the generic will not, if
marketed, infringe a valid patent claim. As Wyeth had
failed to establish grounds for ®nding that the certi®cate
under s 26B would be false, His Honour found that
further evidence was required to demonstrate any real
prospect of success.

His Honour also noted that Wyeth's evidence in
support of its prospect of success was a working
hypothesis that a generic venlafaxine product, which is
bioequivalent to Efexor-XR, would be likely to attain a
peak plasma level within four to eight hours after
administration and, therefore, infringe claim 1 of Wyeth's

ordered and if it had to wait until 15 May 2009 (when
the names would be registered on the ARTG) to ascer-
tain the identity of the sponsors. According to Wyeth, it
would be in a position to have a claim for interlocutory
relief determined by 20 July 2009 if an order was made
now for identity discovery. Alternatively, Wyeth could
only be in a position to have a claim for interlocutory
relief determined by 2 September 2009 if Wyeth had to
wait for the ARTG listing on 15 May 2009.

The court accepted evidence that Wyeth would need
to implement the 12.5% price reduction to Efexor-XR
approximately one month before the anticipated PBS
listing of the generic product on 1 August 2009. His
Honour also found that any claim made by Wyeth for
interlocutory relief would need to be determined no later
than 1 July 2009 to avoid passing on a reduction of
12.5% in the price of Efexor-XR. The Department also
gave evidence that it could give effect to an injunction
issued close to the listing date of the generic products on
the PBS, but that it would require substantial adminis-
trative steps in order to facilitate this.

The court held that the time delay was not so
signi®cant as to sway the interests of justice in favour of
Wyeth. His Honour noted that Wyeth's timetable was
subject to the vicissitudes of litigation and that the
timing of the interlocutory hearing would depend on

method patent. However, Jacobson J held that no other factors such as the co-operation between the parties,

medical evidence was presented to support the working
hypothesis, which His Honour considered was a provi-

availability of expert withesses and the court's time-
table. Even if an order for identity discovery was

sional hypothesis dependent on expert evidence and the granted, his Honour was not con®dent that the court

examination of a large volume of material in the

would be in a position to give judgment on a contested

possession of the sponsors and/or the Therapeutic Goodsclaim for interlocutory relief prior to 1 August, the

Administration (TGA).

Interests of justice

To prove the prejudice Wyeth would suffer if identity
discovery was not ordered, Wyeth produced a timetable
which compared its position if identity discovery was

intellectual property law bulletin July 2009

putative date of listing of the generic products on the
PBS.

Grant Fisher, Partner,

David Chin, Lawyer, and

Anu Ambikaipalan, Graduate,

Blake Dawson.
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