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INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

Australia has a well-regarded intellectual property (IP)
regime that consistently ranks in the top tiers of
international comparisons.! Australiais a member of
the key international |P treaties, such as the Madrid
Protocol, Paris Convention and Patent Cooperation
Treaty, which provide a streamlined option for
applicants seeking international protection of their IP
rights. Multinational corporations can therefore
transfer technology to Australia and invest in R&D and
develop innovative products in Australia, with
confidence as to stability and predictability of [P laws

and jurisprudence.

Originally published in Intellectual Property in Electronics and Software: A Global
Guide to Rights and their Applications (second edition), 2019, CPI Group (UK) Ltd,
Consulting editor Nicholas Fox.
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Australia has small but active domestic electronics and
software industries, principally focused on industry
verticals and in particular medical technologies, mining,
gaming and agriculture. The Australian [P legal
framework generally reflects international best practice
and affords similar protection for foreign corporations
doing business in Australia and Australian corporations.
There are no mandatory technology transfer regimes.

In 2016 the Australian Government tasked the
Productivity Commission with undertaking a
comprehensive inquiry into the Australian |P system.”
The Government’s response to the Commission’s report
is reflected in staged legislative changes which
commenced in 2018° and are expected to continue
in2019.* Some key changes that the Government has
already signalled it intends to implement in relation to
patents that may impact on the electronics and software
industries include:

+ theintroduction of an objects clause to the Patents
Act 1990 (Cth) (Patents Act) to provide a clear
statement of legislative intent to guide the courts in
interpreting the Patents Act;”

+ raising the bar for an inventive step under Section
7(2) and (3) of the Patents Act “to put beyond
doubt that the assessment of inventive step in
Australia is consistent with the [standards adopted
by the] European Patent Office”;” and

+ theinnovation patent system will be brought to end.’
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2 The Australian government directed the Productivity Commission to investigate
Australia’s IP arrangements and produce its report following a strong
recommendation to do so by the Harper Review. The Harper Review was a major
review of Austra \d‘*;/_ompem\un laws. The pr‘uducuwty Commission’s final Report
was published in December 2016 and is available at www.pc.gov.au/inquiries/
comp\eted, ntellectua proper‘t\/%23repor‘tﬁr‘eport. The govemmer‘txubsequewt\y
announced its intention to implement many of the Commission’s recommendations:
see www \”du\t'y.gﬂ\v.dd ddtd d”d Ddt)‘\cdt\[)ﬂ% g()‘/ef”rn&‘ﬂt T&“)PO'T\G

productivity -commission-inquiry-into-intellectual-property-arrangements

The first stage response was the Intellectual Property Laws Amendment (Productivity
COTTWTW ssion RE‘\PO”S(—‘ Ddft" dﬂd Oth{—‘r r‘\/‘\h‘dSUf‘r‘\) /\Ct 2()18 made on 24 /\ugust
2018, and the Intellectual Property Laws Amendment (Productivity Commission
Response Part 1and Other Measures) Regulations 2018 which commenced on 16
October 2018. Part 1of the act repeals a provision in the Copyright Act and amends
the ded'v‘fﬂdfkﬁ /\Ct 1995 (ded'v‘fﬂdfkﬁ /\Ct) to C‘d”\cy the circumstances in \'J}'H(:h H’Ve
parallelimportation of trademarked goods does not infringe a registered trademark.
pﬁm’ 2 d'ﬂeﬂd\ H'VQ D‘dFT Bf‘(—?e‘d(—‘f'\ R\ghf\ A(H994 (DBR ACT) to d‘ owan d:?P‘\CdT\O”
for essentially derived variety (EDV) declaration to be made in instances where the
p\dntveriery wbj(—*ct of the ED\/avp\\cdmm Isnota ’eg\xter:—‘d Plant Breeder’s Righr
(PBR) or undergoing application for PBR. Part 3 amends the Trademarks Act to
Chdﬂge‘ Th%’ PPT‘:)d Thdf must Q‘dPSF b'ﬁ-‘{(]fﬁ-‘ certain actions O\Cﬂf)ﬂ use d(:f‘\()ﬂ\ f):
trademark can be taken. Part 4 amends the Patents Act to remove a requirement for
patentees to pr:,\vwde the Sec*etd'y of the Department of Health with certain data

relating to pharmaceutical patents with an extended term.

4 1n2018, IP Australia sought public comment on the Exposure Draft of the
Intellectual Droperty Laws Amendment Bill (Droduct\thyC()mm\x’wm Rexpcme Part
2 and Other Measures) Bill 2018. IP Australia then considered submissions and
published a response: www.ipaustralia.gov.au/about-us/public-consultations
consultation-intellectual -property-laws-amendment-bill -2018

® Australian Government Response to the Productivity Commission Inquiry into
Intellectual Property Arrangements, August 2017, response to Recommendation 7.1
The exposure draft Intellectual Property Laws Amendment Bill (Productivity
Commission Response Part 2 and Other Measures) Bill 2018 proposed a new objects
clause be inserted into the Patents Act as Section 2/, stating: “The object of this Act
Isto p'o\/\dé\ apatent systemin Australia that promotes economic weHbemgthrm,gF
technologicalinnovation and the transfer and dissemination of technology. In doing
SO, the patent system balances over time the interests of:pmcucer%, owners and users
of technology and the public.” The exposure draft also proposes to provide that “the
term ‘technological innovation’ ... is not intended to narrow or change the subject
matter eligibility threshold for grant of a patent” and “is intended to be interpreted
broadly to mean the applications of scientific knowledge for practical purposes”

6

Ibid, response to Recommendation 7.2. The Government had accepted the
Productivity Commission’s recommendation to raise the threshold for inventive step,
inline with the appr'oadw taken 3/?)“9 Ewop@an Patent Office ([DO) The
Government noted the EPO’s filter against low-value patents by application of the
so-called ‘problem-solution approach’. However, the Government later noted that
the EPO’s ‘Raising the Bar’ initiative of 2010 included other measures to achieve
higher patent quality. Although the exposure draft of the Intellectual Property Laws
Amendment (Productivity Commission Response Part 2 and Other Measures) Bill
2019 included provisions raising the inventive step requirements, following the
consultations conducted by IP Australia on the exposure draft the Government
announced the Government’s decision to remove this measure from the Part 2 Bill,
pending further analysis and consultation with stakeholders. This may be a temporary
halt, while the Government reviews the EPO’s November 2018 revision to Section
3.3.1 (Artificial intelligence and machine learning) of its Guidelines for Examination
As at May 2019 it was not clear whether the Part 2 Bill when introduced into the

Australian Parliament will include provisions raising the inventive step requirements.

Ibid, response to Recommendation 8.1; see below at 1.1. Innovation patents were
introduced in 2001 and intended to stimulate innovation of small and medium-sized
businesses in Australia by providing a faster and more affordable means for SMEs to
protect theirinnovations. The system still required novelty and an innovative step, but
with alower threshold than the inventive step of a standard patent, and a shorter
period of protection (eight years). Since inception in 2001, less than 5,000
innovation patents were granted. The system was criticised by the Productivity

Commission for granting “too easy” protection for inventions and resultingin a

“proliferation of low-quality patents”, which hinders innovation, stifles competition,

and needlessly shifts the burden to consumers of technology.



INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

OUTLINE OF NATIONAL PATENT

PROCEDURE

ATWO-TIER SYSTEM - FOR NOW

Australia presently has a two-tier patent system,
providing for the grant of standard patents having a term
of 20 years (or 25 years for some pharmaceutical
patents®) and ‘innovation’ patents having terms of eight
years. Standard patents are required to undergo a
substantive examination process before grant.
Innovation patents, which are intended for low-level
inventions or developments, do not automatically
undergo a substantive examination before grant.

While the Government accepted a recommendation of
the Productivity Commission to abolish the second-tier
innovation patent system, the proposed legislative
amendments willinclude “appropriate arrangements to
maintain existing rights”.” The system will continue to
operate forinnovation patents that are filed before
amendments giving effect to the proposed phasing out
the innovation patent are enacted.”” As new innovation
patents filed in the 12 months following assent and prior
to the commencement will benefit from an 8-year
term, Australia will continue to recognise such
innovation patents until 2028.
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STANDARD PATENTS

Standard patentsin Australia have a term of 20 years
from the effective date of filing.”" Annual renewal fees are
payable from the fifth to nineteenth anniversaries,
inclusive. The process of obtaining a standard patent
usually takes up to five years. Fees are payable at various
stages during the patent prosecution process and also for
annual renewals once granted. Fees incurredin the
application process are set out on |P Australia’s website'”
and can otherwise be found in Schedule 7 to the
Regulations.”

Details of the unexamined standard patent application
(including the invention title) are published in the
Australian Official Journal of Patents approximately 18
months after the application’s earliest priority date.”
Examination must be requested within five years of the
filing date and examination times vary, but typically a
reply is received within about 12 months.

In the first office action all thresholds of patentability are
considered, including novelty and inventive step
(non-obviousness). International Preliminary
Examination Reports (IPERs) are in practice heavily
relied upon by examiners for identification of relevant
prior art. Following examination either an adverse report
oranotice of acceptance is sent to the applicant. The
applicant then has 12 months to satisfy the Office that
the application isin order for acceptance. Aresponse
can be filed and a hearing may be sought to overcome
objections. Once all objections are overcome and the
application for a standard patent is accepted, the
applicationis republished™ and other parties have three
months within which to commence

opposition proceedings.
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INNOVATION PATENTS

Australia has enjoyed a relatively long history of second -
tier patent protection. Australia’s initial second-tier
patent system, known as the petty patent, was first
introducedin 1979 and this was subsequently replaced
by the innovation patentin 2001." Innovation patents
were introduced to overcome the problems experienced
with the petty patent system, which the Australian
Council on Intellectual Property (ACIP) had found at
the time was underutilised and not providing sufficient
protection forincremental innovations."”

Innovation patents have a term of eight years from the
effective date of filing."” Annual renewal fees are
payable from the second to seventh anniversaries,
inclusive. Innovation patents are limited to five claims.”
The principal difference in requirements is that whereas
standard patents require an invention to demonstrate an
inventive step over the prior art, an innovation patent
need only be directed to an invention having an
‘innovative step’ over the priorart.”” Aninnovative step
is a very low threshold in practice and exists if the
variation over the prior art makes a “substantial

contribution to the working of the invention”.”’

Innovation patents can be obtained relatively quickly,
within three to six months, as an innovation patent
application proceeds directly to acceptance and grant
without any substantive examination.”” Feesare
approximately half of those associated with standard
applications at each stage and for annual renewal after
grant.”> Aninnovation patent cannot be enforced until
it has been ‘certified’.” Once certified, however, an
innovation patent provides the same remedies for
breach as a standard patent. Innovation patents are
therefore of considerable assistance to patentees
particularly interested in early enforcement, their
patent life-cycle management or simply obtaining
shorter-term protection for inventions that represent
non-inventive steps over the prior art.

As noted earlier, as at August 2019 there are current
proposals that Australia abolish its innovation patent

system, with legislation to that effect now introduced
into the Australian Parliament.?
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OUTLINE OF COSTS

Costs onatent prosecution will vary depending on the

type of patent applied for and how the fee is paid: that
is, whether it is a standard or innovation patent
application and whether the application is made online
or by other means. The main official fees for filing and
prosecuting a patent application by approved means as

at May 2019 are:”

Innovation patent

Filing fee: AU%$280 (AUS$180 if filed online)
Examination fee (optional): AU $500

Standard patent

Filing fee: AU$470 (AU$370 if filed online)
Examination fee (optional): AU$490
Acceptance fee: AU$250 plus AU$TIO

for each claimin excess of 20

Annual maintenance fees are payable on pending
applicationsand on granted patents. For a standard patent,
these start at AU$300 from the fourth anniversary, then
AU3$550 from the tenth anniversary and AU%$1,250 from
the fifteenth anniversary. An innovation patent, which has
amaximum term of eight years, requires payment of
AUSNO annually from the second-year anniversary

through to AU$220 from the seventh year.

Tier Patent Systems: The Australian Experience”

o D2




INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

EXAMINATION OF SOFTWARE PATENTS

PATENTABLE SUBJECT MATTER

The Patents Act provides that an invention is patentable if it:

N «
isa “manner of
7)27

is novel;?®
manufacture

- thatis, the inventionis
appropriate subject matter

for patent protection;

These fundamental requirements apply to all patent
applications, but lead to particularissues in relation to
certain areas of technology.

While software code will not on its own be regarded as a
“manner of manufacture”, the operative effect of that
software may nevertheless be patentable. Whereas
abstractinformation (e.g., mere schemes, algorithms, ideas
orintellectual information) is not generally patentable,”
any new and inventive software application, which provides
acommercially useful effectand results in an improvement
in the functioning of the computer, may be patentable.”
Where software resultsinanimprovement to the
functioning of the computer’s processor, for example, the
means of achieving that result may be patentable.

The Australian Patent Office Manual of Practice and
Procedure (Examiners Manual) published by IP
Australia is closely followed by examiners during patent
prosecution. The Examiners Manual records at 2.9.2.7
“Computer Implemented Inventions - Schemes and
Business Methods” that:

Under Australian law, there are no specific
exclusions for software or methods that are
implemented as computer software or a related
product. However, they are only patentable if
what is claimed “as a matter of substance”
meets the requirements for a manner of
manufacture and in particular is not a mere

scheme, abstract idea or mere information.**

involves aninventive

orinnovative step;”’

isuseful;* and

has not been used secretly
within Australia before the
priority date of the patent

application.”

The Examiners Manual lists the following examples of
potentially patentable computer-related inventions:

+ aprocessing apparatus characterised by its method
of operation;

+  software or programs in a machine-readable form
causing a computer to operate in a particular way;

+ acomputer, when programmed with code (source
or executable) to operate in a particular way; and

+ acomputer-implemented method.

Despite the above guidance and as elaborated further
below, the assessment and examination of patents and
applications for computer-implementedinventions in
Australia currently present considerable difficulties.

onsofc s, fine

treating
atterand others. Fora comprehensive list

ustralian Council on Inte “Patentable

tralia

8

Government’s proposal to amend the definition of ‘inventive :t?p‘, nline with the
approach taken by the EPO.

30 Section 18(1)(c) of the Patents Act for standard patents and Section 18(1A)(c) for

@
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INVENTIVENESS REQUIREMENTS

Aninvention s taken to involve an inventive step when compared with the
prior art base unless the invention would have been obvious to a person skilled
inthe relevant art in the light of the common general knowledge before the
relevant priority date, either considered separately or together with certain
specified information that s taken to be part of the prior art base.”” The
Raising the Bar*® amendments that came into effect in Australia on 15 April
2013” removed previous parochialisms that had required that:

+ therelevant common general knowledge be limited to that which
existed in Australia; and

+  publicly available information could only be considered if the skilled
person could be reasonably expected to have ascertained, understood
and regarded it as relevant.

The unfortunate effect of the law change is that whether the previous
restrictions upon the relevant common general knowledge and prior art
information continue to apply depends upon whether examination of the
patent application was requested before or after 15 April 2013. It is
therefore necessary to check the examination request date, so as to apply
the appropriate law accordingly. As noted above, the Productivity
Commission has recommended to, yet again, amend Australia’s inventive
step testand IP Australia has proposed amending Section 7(2) and (3) of
the Patents Act in line with Article 56 of the EPC.

The test forinnovative step required for an innovation patent is quite
different to that for inventive step required for a standard patent. An
invention does not involve an innovative step when compared with the prior
artifit only varies from the “prior art information” in ways that make no
substantial contribution to the working of the invention.”® The assessment
of the variation is made from the point of view of the person skilled in the
relevant art and in the light of the common general knowledge in Australia
at the priority date of the claim. In practice, the Full Federal Court has
confirmed that this thresholdis not a high one.”

31 Sec d) of the Patents Act for stanc

Available at ittp nanuals mu‘lrﬁ\w gov.au/patents Patent_Examiners_Manual.htm

3 Section 7(2) and (3) of the Patents Ac

% The Intellectual Property Laws Amendment (Raising the Bar) Act 2012 (Cth) took effect on 15 April 2013
37 The Intellectual Property Laws Amendment Act 2012 (Rais mgﬂwe Bar Act)

38 Section 7(4) of the Patents Act

009)177 FCR 239; 81IPR480;[2009
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INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

40 Section 154 of the Patents Act gives the Federal Court jurisdiction to hear appeals
from the Patent Office. The Federal Court has recognised expertise in intellectual
property matters and the vast majority of patent cases are brought in the Federal
jurisdiction. There are Federal Courts in the capital cities of each state and territory in
Australia. The New South Wales (Sydney) and Queensland (Brisbane) Federal Court
registries presently have established panels of Judges to hear and determine patent
matters.

4 Section 158 of the Patents Act; Section 87 of the Designs Act; Section 195 of the
Trademarks Act.

42 (1959)102 CLR 252.

4 At 275 (citation omitted).
44 [2015] HCA35.

45 (1991) 22 IPR 417.

46 (1994) 28 IPR481.

47 CooperJ also cited the UK decisions in International Business Machines Corporation’s
Application (1980) FSR 564 and Burroughs Corporation’s Application [1974] RPC
147, which are authority for the proposition that a method embodied in a computer
program, that has the effect of controllinga computer to operate in a particular way,
may be patentable subject matter.

8 National Research Development Corporation v Commissioner of Patents (1959) 102
CLR252.

4 |P Australia on its webpage titled “Patents for computer related inventions” gives the
following practical test on its website: “Software inventions must be industrially
applied. Software that is merely a procedure for solving a given type of mathematical
problem is not patentable.” Available at: https://www.ipaustralia.gov.au/patents/
understanding-patents/types-patents/what-can-be-patented/patents-computer-
related

0 [2001] FCA445.
5 (2006)154 FCR 62; 69 IPR 221; [2006] FCAFC 120.

*2 Including Catuity and CCOM (above) as well as US decisions: State Street Bank & Trust
Co v Signature Financial Group Inc 149 F 3d 1368; 47 USPQ 2d 1596 (Fed Cir 1998);
and AT&T Corp v Excel Communications, Inc 172 F 3d 1352; 50 USPQ 2d 1447 (Fed
Cir1999).

3 [2014] FCAFC150.
s [2015] FCAFC177.

COURT'S APPROACHTO
SOFTWARE PATENTS

The Federal Court and state and territory Supreme
Courts share original (ie, first instance) jurisdiction over
matters relating to the exploitation and enforcement of
patent rights, including challenges to patent rights,
infringement proceedings and compulsory licences.*?
All cases are decided by judges (alone). Patent cases are
almost invariably bought in the Federal Court of
Australia due to that Court’s acknowledged expertise in
IP matters and its dedicated National Practice Area
having a sub-area of Patents and Associated Statutes.
Appeals from a single judge of the Federal Court are
made to the Full Court of the Federal Court, usually
comprising three judges. The final court of appeal from
all Australian courts is the High Court of Australia.”’

In alandmark case regarding patentability of subject
matter, National Research Development Corporation v
Commissioner of Patents (NRDC),* the High Court of
Australia held that:

The point is that a process, to fall within the
limits of patentability which the context of the
Statute of Monopolies has supplied, must be
one that offers some advantage which is
material, in the sense that the process belongs
to a useful art as distinct from a fine art ... that

its value to the country isin the ﬁe/d of

economic endeavour.*3

This liberal statement by the High Court opened the
gates for patents in a range of new areas, including for
those regarded as ‘business methods’. More recently,
the High Court, in D’Arcy v Myriad *“ clarified that while
the testin NRDC remains relevant, it is not to be
applied as a rigid rule for all cases. Broader policy factors,
such as whether conferring patentability in the field
could result in potentially negative effects on
innovation, may also be relevant. Furthermore, in
determining patentable subject matter, it is appropriate
to have regard to the substance of the invention rather
than the form in which it is claimed.
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In Australia, there were two early court decisions
handed down in relation to computer software related
inventions that established their patentability; the first
of which was IBM v Commissioner of Patents.*> The IBM
case concerned the patentability of a method and
apparatus for producing curves on a computer graphics
display. The invention developed by IBM utilised a
particular mathematical algorithm which enabled the
creation of smoother and more accurate computer-
generated curves. |t was held that IBM was entitled to
the grant of a patent as the production of an improved
curved image was a “commercially useful effect” in
computer graphics.

The Full Federal Court,in CCOM v Jigjing,*°
subsequently considered application of the reasoning in
NRDC to claims directed to a computer-implemented
invention. In that case the claimed invention involved an
apparatus for assembling text in Chinese language
characters. The relevant field of economic endeavour was

held to be:

.. the use of word processing to assemble text
in Chinese language characters. The end result
achieved is the retrieval of graphic
representations of desired characters, for
assembly of text. The mode or manner of
obtaining this, which provides particular utility
in achieving the end result, is the storage of
data as to Chinese characters analysed by
stroke-type categories, for search including
‘flagging’ (and ‘unflagging’) and selection by

reference thereto.”

The Full Court re-stated the test applicable to software
as whether there is “a mode or manner of achieving an
end result which is an artificially created state of affairs
of utility in the field of economic endeavour”. This
essentially is a two-step test for considering the steps or
features provided in a patent application:

+ istheresultan artificially created state of affairs;**
and

+ isituseful in the field of economic endeavour?*’

@
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This test has allowed for the patenting of business
methods in certain circumstances. In a further decision
involving a patent for a method and a device using smart
cards to operate a loyalty scheme, Welcome Real-Time
SAv Catuity Inc®® the Federal Court gave prominence
to the physical aspects of the scheme in finding that:

.. what is involved here is not just an abstract
idea or method of calculation. Moreover this
result is beneficial in a field of economic
endeavour — namely retail trading - because it
enables many traders (including small traders)
to use loyalty programs and thereby compete
more effectively for business. Such competition
is in turn beneficial to consumers, both in the
general sense that competition is good and in
the sense that they can obtain benefits in the

form of discounts and free goods and services.

By contrast, in 2006 the Full Federal Court in Grant v
Commissioner of Patents® considered a mere scheme for
protection of an asset from the claims of creditors was
not patentable, stating that: “A physical effect in the
sense of a concrete effect or phenomenon or
manifestation or transformation is required.” In doing
50, however, the Full Court expressly approved of earlier
cases where the business method was implemented in a
computer environment such that performance of the
patented method resultedin a “change in state or

information in a part of a machine”.*”

However, the law relating to patent-eligibility of
computer-implemented inventions remains far from
clear. In further and more recent decisions of the Full
Court, Research Affiliates LLC v Commissioner of
Patents>* and Commissioner of Patents v RPL Central Pty
Ltd,>* the Full Court found that the presence of
computing hardware or processing steps within a
claimed method or system was insufficient to confer
patentability. The effect of these decisions is that an
invention which, in substance, is a mere scheme,
algorithm, idea or intellectual information does not
constitute patentable subject matter, notwithstanding
any assertion of computer implementation in the claims.

9



INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

If, for example, the specification reveals that the
computerimplementation asserted in the claims
involves use of standard hardware or software oris not
necessary or intrinsic to the process claimed, then the
invention may not be a manner of manufacture.”
Conversely, an invention that involves an improvement
in the operation of, or effect of the use of, the computer
or computerised process and is integral and intrinsically
linked to the method or product claimed, is more likely
to constitute patentable subject matter.”

In Encompass Corporation Pty Ltd v InfoTrack Pty Ltd,”” a
single judge of the Federal Court applied the Full
Court’s decisions in Research Affiliates LLC v
Commissioner of Patents™® and Commissioner of Patents v
RPL Central Pty Ltd,” and found in that the patentsin
suit did not involve a manner of manufacture because
the combination of the method claimed did not result in
an “improvement in the computer”.*® That decision was
appealed, with the appeal heard in November 2018 by
an enlarged bench (constituted by five judges) of the
Full Federal Court. IP Australia intervened in the appeal
hearing and submitted that a computer software
invention was only patentable if programmed with ‘some
ingenuity’. To further muddy the waters, shortly after
the Encompass appeal hearing, a judge of the Federal

10

Courtin Rokt Pte Ltd v Commissioner of Patents®'
reversed a Patent Office rejection of a patent for a
computer-implemented invention and found that the
patent translated a business problem into a technical
problem of how to utilise computer technology to
address the business problem.®” The Commissioner of

Patents has appealed the decision.””
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PATENT OFFICE PRACTICE The correctness of this approach in the absence of clear

judicial support remains questionable. The Examiners

These recent decisions of the Full Court and the : PP 9 . .
o ) ‘ Manual further sets out a number of considerations that
Encompass decision have regrettably provided little
_ A A may be relevant to whether a computer-related
c|ar|ty1cor patent applicants regarding patent - ) S
s . 8 . invention is in substance a manner of manufacture,
eligibility of computer-implemented inventions. To

including:
further confuse matters, the Patent Office (IP s
Austra“a) has been appl\/ingan adaptation o‘Fthe + Whetherthe Contribution O]Cthe C|aimed inveﬂtion iS
England and Wales Court of Appeal’s four-step test technical in nature;
for patentable subject matter, as set out in Aerotel Ltd +  whether the invention solves a technical problem

v Telco Holdings Ltd.** The ‘Australianised’ test set out

within the computer or outside the computeror
in the Examiners Manual is:®°

whether it results in animprovement in the
+  construe the claim; functioning of the computer, irrespective of the

data bei d;
+ identify the substance of the claim (ie, the alleged srabemgprocessed

or actual contribution); +  whether the claimed method merely requires

o o eneric computer implementation;
+ askwhetherthe substance of the claim lies within s P P

established principles of what does not constitute + whether the computeris merely an intermediary or
a patentable invention (eg, a scheme, plan, rules tool for performing the method while adding
of gameplay, intellectual or genetic information); nothing of substance to the idea;
and +  whether the ingenuity in the inventionisin a

+ ifnot, consider whether the substance otherwise physical phenomenon in which an artificial effect
lies outside of existing concepts of manner of can be observed ratherthanin the scheme itself;
manufacture and is to be treated as a ‘new class’ +

whether the alleged invention lies in the way the

of subject matter. method or scheme is carried out in a computer; and

+  whetherthe allegedinvention liesin more than the
generation, presentation orarrangement of
intellectual information.

In practice, the application of this approach hasled to
the rejection of many computer-implemented
inventions by the Patent Office on subject matter
grounds. In view of numerous recent decisions,
applicants seeking patent protection in Australia should
be cautious as to their prospects of success.

5 2.9.2.2 Principles for Examinatio Examin

 Examiners Manual, 2.9.2.7 Computer Implemented Invention
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INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

INFRINGEMENT

CLAIM INTERPRETATION

Infringement is determined by reference to the claims of
the patent.”” The approach to claim interpretation in

Australia has been influenced by UK authorities. The ‘pith

and marrow’ doctrine and the need for a purposive

construction propounded by the House of Lords in Catnic

Components Ltd v Hill & Smith Ltd*® have long been

recognised by Australian courts. Even though a product

or process may not fall literally within the words of a claim,

a purposive interpretation may still lead to a ﬁnding of
(non-literal) infringement under Australian law.*”

Anon-literal infringement will result under a purposive
interpretation when:

+ avariant does not have a material effect upon the
way an invention works;

+ thatvariant would have been obvious at the date of
publication to a personskilled in the art; and

+ the person skilled in the art would not have
understood from the language of the claim that
strict compliance with its primary meaning was an
essential requirement.

However, the Full Court of Appeal has confirmed that a
purposive construction does not mean that one is
extending or going beyond the definition of the
technical matter for which the patentee seeks

protection in the claims.”

ON®e .., €

ACTS OF INFRINGEMENT

Whilst ‘infringement’is not defined in the Patents Act,
Section 13 gives the patentee “the exclusive rights,
during the term of the patent, to exploit the invention
and to authorise another person to exploit the
invention”. For a patentee to enforce a patent for direct
infringement therefore requires proving that an alleged
infringer has ‘exploited’ the claimed invention or
authorised another to do so.

The term ‘exploit’is defined in the Dictionary” to
the Patent Act as follows:

‘exploit’, in relation to an invention, includes:

(a) where theinventionisa product — make, hire,
sell or otherwise dispose of the product, offer to
make, sell, hire or otherwise dispose of it, use or
import it, or keep it for the purpose of doing any
of those things; or

(b) where the invention isa method or process —
use the method or process or doany act
mentioned in paragraph (a) in respect of a product
resulting from such use.

Infringement will typically require consideration of
whether there has been a ‘making”” or ‘using”” of a
patented device or method. The central question inany
enforcement action will be whether the respondent, in
exploiting the patented invention, has “taken all of the
essential features or integers™ of one or more of the
claims. Whereas early judicial decisions considered
‘authorise’ to have a narrow meaning of “to give legal or
formal warrant to (a person) to do; to empower, permit
authoritatively”,” later cases have approved a wider
meaning comparable to expression found in Australia’s
copyright legislation of “sanction, approve or
countenance”.” Those factors include: the extent (if any)
of the person’s power to prevent the doing of the act
concerned; the nature of any relationship between the
person and the person who did the act concerned; and
whether the person took any reasonable steps to prevent
oravoid the doing of the act, including whether the person
complied with any relevantindustry codes of practice.
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CONTRIBUTORY INFRINGEMENT CROSS-BORDER ISSUES

Under Australian law, a person may, in certain Although IP rights are territorial, Australian courts have
circumstances, be liable for contributory infringement if demonstrated a readiness to findjurisdiction in cases
that person supplies a product to another, where theuseof  that involve conduct in or by persons from Australia. The
that product would infringe a third party’s patent rights.”” High Court of Australia held in a leading defamation
Section 117 of the Patents Act 1990 (Cth) provides: case™ that material Fhat had been WritFen in New York,
uploaded to aserverin New Jersey, United States and
downloaded in Victoria, Australia, was nevertheless
defamatory in Australia, where the reputation of the

17 Infringement by supply of products

individual was ultimately damaged. In the case of rights

1. Ifthe use of a product by a person would that are exercised through the use of the Internet, such
infringe a patent, the supply of that product by as the right of communication to the public, Australian
one person to anotheris an infringement of courts have found (infringing) use of such rights where
the patent by the supplier unless the supplieris atleast some of the relevant activity takes place
the patentee orlicensee of the patent. geographically within Australia or on Australian

2. Areferencein subsection (1) to the use of a computer network assets. For example, in Cooper v
product by aperson is a reference to: Universal Music Australia Pty Ltd™ it was found that the

transmission of copyright content from ajurisdiction

(@) if the product s capable of only one outside Australia into Australia constituted an

reasonable use, having regard to its nature infringement of the communication right in Australia

or design — that use; or and therefore an infringement of Australian copyright

(b) if the product is not a staple commercial law. Although the full extent of the territorial reach of
product - any use of the product, if the Australian courts in IP cases has not been fully tested, it
supplier had reason to believe that the has been suggested by some commentators that
person would put it to that use; or Australian courts may be both capable of and prepared

. to extend the type of jurisdiction over extra-territorial
(c) any case — the use of the productin oo
4 . . copyright infringements, as the UK Supreme Court
accordance with any instructions for the use ) o ] 9
. acknowledged in Lucasfilm Limited v Ainsworth.
of the product, or any inducement to use the

product, given to the person by the supplier Where a territorial nexus is established, Australian
or contained in an advertisement published courts have been receptive to providing litigants with the
by or with the authority of the supplier. means to effectively enforce internationally protected

IP rights, which are being infringed in a number of
locations including Australia.”

Contributory infringement has been upheld in cases

where a product has been supplied with instructions or 2

. beenspped i i ®
inducements to a third party to mFrmgea patent. o ( @ ﬁ

Further guidance on the operation of the section was r \
provided in the High Court’s decision, Collins v Northern

Territory of Australia:””

+ ‘supply’is to be interpreted in an intuitive and

common-sense fashion;®° and

+ ifa product is supplied commercially and has several

uses, it will be considered a ‘staple commercial
product’.”’
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INTELLECTUAL PROPERTY IN ELECTRONICS A OFTWARE

¢ Décor Corp Pty Ltd v Dart Industries Inc (1988) 13 IPR 385 at 400.

8 [1982] RPC 183 at 242-3 per Lord Diplock; Kirin-Amgen v Hoechst Marion Roussel
[2005]RPCO.

See ‘Improver’ or ‘Protocol’ questions in Improver Corp v Remington Consumer
Products Ltd [1990] FSR 181; Populin v HB Nominees Pty Ltd (1982) 41 ALR 471 at
475.

~
S

Kimberly-Clark Australia Pty Ltd v Multigate Medical Products Pty Ltd [2011] FCAFC
86 at [14]; and see also the similar finding of a differently comprised Full Court in
Australian Mud Company Pty Ltd v Coretell Pty Ltd [2011] FCAFC121at [69]-[72].

S

Schedule 1to the Patents Act.

N
N

Schutz (UK) Ltd v Werit (UK) Ltd (2013) 100 IPR 583.

N
P

Bedford Industries Rehabilitation Association Inc v Pinefair Pty Ltd (1998) 42 IPR 330;
Noakes v Meharey (1915) 32 RPC 307.

®

Populin v HB Nominees Pty Ltd (1982) 41 ALR 471and Fresenius Medical Care v
Gambro [2005] FCAFC 220 at [49].

~
&

Advanced Building Systems Pty Ltd v Ramset Fasteners (Aust) Pty Ltd (1995) AIPC
91-129, 39,200; Bristol-Myers Squibb Co v F H Faulding & Co Ltd (1998) 41 IPR 467,
488.

~
>

Section 101(1A) factors listed in the Copyright Act 1968; see Bennett J in Apotex Pty
Ltd v Les Laboratories Servier (No 4) [2010] FCA1202 at [14]; and Inverness Medical
Switzerland GmbH v MDS, DiagnostigsiPty Ltd (2010) 85 IPR 525, 568 at [194].
Authorisation under Section 13(1) may also extend to circumstances that satisfy the
requirements for the common law doctrines of joint-tortfeasorship through
procurement or in pursuance of a common design.

N
N

Contributory or indirect infringemehthas been a feature of Australian law since the
introduction of the Patents Act in 1990. The stated legislative intention was to
harmonise Australian contributory infringement law with the contributory
infringement law of major trading partners, and particularly with that of the United
States. Dunlop Pneumatic Tyre Co Ltd v David Moseley & Sons Ltd [1904]1Ch 612.

5
3

Bristol-Myers Squibb Co v FH Faulding & Co Ltd (2000) 46 IPR 553.

N
3

[2006] 70 IPR 614.

®
3

Id at [55] per Hayne J (with whom the majority ofotherjudges eFFectively agreed),
finding that a licence to cut'and take timber was to be regarded as a ‘supply’ of the
timber.

-

Id at [145] per Crennan J. As liability cannot arise under Section 117(2)(b) if the
product supplied is a “staple commercial product”, the contributory infringement
claim failed and the Northern Territory Government’s appeal was allowed.

®
8

Dow Jones & Company Inc v Gutnick [2002] HCA 56.

®
&

[2006] FCAFC187;(2006) 156 FCR 380.

®
S

[2011] UKSC 39; the Supreme Court held that Mr Ainsworth’s replica stormtrooper
costumes infringed Lucasfilm’s US copyrights, and ruled that those rights are
enforceable in the United Kingdom with respect to actiyities outside of the United
Kingdom.

8 Sony Dadc Austria AG & Anor v Digital Digest Pty Ltd & Anor Federal Court
Proceeding No NSD417/2007.
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OWNERSHIP, INVENTORSHIP
AND COMPENSATION

Section 15(1) of the Patents Act provides that a patent for an invention may only be
granted to a person who is the inventor or a person who has taken an assignment or
derives title to the invention from the inventor. That is, the primary person to whom a
patent will be granted is the inventor and all other rights to the invention are derived
from the inventor. There is no statutory definition for inventor,® but it is clear from
case law that the word has its ordinary English meaning.?’

Inidentifying the inventor, a court will identify the inventive concept of the invention
by reference to the terms of the whole of the relevant specification, including the
claims; and ascertain the timing of the invention and the identity of the inventor by

reference to that inventive concept.®®

The timing of the invention will be assessed by reference to the date when the
inventive idea or concept was developed, rather than the date of its reduction to
practice.”” There may be multiple contributors to the inventive concept and multiple
inventive concepts in a single invention.”® The Full Court has in recent times held that
failure to correctly nominate all inventors will not invalidate a patent.””

& Davies Shepard Pty Ltd v Stack (2001) 51 PR 513.

8 Atlantis Corp v Schindler (1997) 39 IPR 29.

©

® University of Western Australia v Gray [2009] FCAFC 116, drawing on Polwood Pty Ltd v Foxworth Pty Ltd [2008] FCAFC 9 and
Kafataris v Davis [2016] FCAFC 134.

8 UWA, ibid at [249].
% Polwood Pty Ltd v Foxworth Pty Ltd [2008] FCAFC9.

' University of British Columbia & Anor v Conor Medsystems Inc (2006) 70 IPR 248 per Emmett, Stone and Bennett JJ, overturning
the decision of Finkelstein J that the patent ought be revoked due to a failure to name all inventors in Conor Medsystems, Incv The
University of British Columbia (No 2) [2006] FCA 32; see also Sigma Pharmaceuticals (Australia) Pty Ltd v Wyeth [2011] FCAFC 132
per Yates J at [270]-[291], Bennett J agreeing at [125]-[126].
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INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

COPYRIGHT PROTECTION

COPYRIGHT PROTECTION OF
SOFTWARE AND DATABASES

The Copyright Act 1968 (Cth) protects original literary
works, dramatic works, musical works, artistic works,
sound recordings and films.”” Awork is original if it has
not been wholly copied from another work and
originates with the author.”* Copyright protection is
automatic and does not require registration. Literary,
dramatic, musical and artistic works are protected for
the life of the author plus 70 years.”

‘Computer programs’ — “a set of statements or
instructions to be used directly or indirectly ina
computerin order to bring about a certain result” -

are protected as a type of ‘literary work’.” Copyright
protection extends to software is embedded in firmware
and built into devices.”

Other material protected by copyright includes artistic
works such as the design of graphical userinterfaces,
multimedia elements, computer and app icons, written
material, tables and compilations. There is no sui generis
statutory protection in respect of databases. Claimsin
respect of copying of data and databases have often
been unsuccessfulin Australia.”” Although facts and
data are not protected by copyright, a collection of data,
a dataset, metadata, or a compilation of numerous items
of data or metadata records may be protected by
copyright if sufficiently original. Originality is
determined having regard to application of independent
intellectual effort by the authors, which may involve the
exercise of skill, judgment, or creativity in selecting,
presenting, or arranging the information.”® Literary
works are defined as including “a table, or a compilation,
expressed in words, figures or symbols (whether or not
inavisible form)”. Data compilations may therefore be
‘literary works’."?

Where a data compilation is sufficiently original to be
protected by copyright, copyright applies to the formin
which the information has been compiled, arranged, or
presented, not to the dataitself.”" Any computer
program underlying a database may also be protected by
copyright as a (separate) literary work. The Full Federal
CourtinAcohsv Ucorp'” noted that it was possible that
even aninformation tag, if itis original, sufficiently
substantial, and functionally separate from the program
of which it forms a part, might constitute a separate
copyright work. In CA, Inc v ISI Pty Ltd'”* macros
developed by the respondents to replace the applicant’s
macros were found to reproduce substantial parts of the
applicant’s database management system.

In addition to the requirement of originality that the
relevant work not be copied and result from
independent intellectual effort directed to expressing
the work inits final form, the recent Australian cases as
to copyright in data compilations and computer-
generated works have placed significant stress upon the
requirement for a plaintiff to prove that the work
originated from an identifiable human author.'”*
Authorship may include establishing a framework for
the contents of a database, selecting certain data,
assembling the contents, making decisions about
defining fields and indexes, devising the schema of the
database, and perhaps adapting software that provides
the access and search capability. It is clear that more
subjective selections, such aslisting in order of
importance, selecting sub-topics after exercise of
creativity, or settling a directory where the selected
universe is not obvious, may involve sufficient
intellectual effort.'® However, the relevant
contributions of each human author may needto be
proven, creating significant evidentiary difficulties for
plaintiffs in many software and databases cases.

N @
00 ‘{f@

—
a—

RRa ~~ |=
JE R,ow

+TOBIN A9

2



4

8

(o)

o
2

If an author produces software during the course of his
or heremployment,'® any copyright vestsin the
author’s employer.'”” If there is an agreement'*® about
the creation of software (for example, a commissioned
software development agreement), ownership will be
determined by reference to the agreement. Assignment
of copyright under an agreement may be express or
inferred'®” but will not be inferred merely from making a
payment for acommissioned work."” In many cases
where an assignment cannot be so inferred, a licence in
favour of the commissioning party will be inferred for
use of the created work for the purpose for which it was

commissioned."”

The author or authors of a compilation work are the
persons who gather or organise the collection of
material and who select, order or arrange for its fixation
in material form, not those who individually created or
supplied the individual parts."” Separate copyrights may
subsist in individual parts of the whole from the
compilation or collection copyright in the assembly of
those individual parts to create the whole.

Where there is more than one creator of a copyright
work the work will, in the absence of agreement to the
contrary, be a ‘work of joint authorship’ if the
contribution of each creator to the collaboration cannot
be distinguished from the contribution of the other
creator or creators." Inthese circumstances, each
creator will usually own an indivisible share of the
copyright in the work, with the consequence that no one
creator may exercise the rights without the permission
of the other creator or creators."”

&

%2 Section 32 of the Copyright Act. Also see Section 10(1) definitions for literary,
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INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

EXCLUSIVE RIGHTS AND
INFRINGEMENT

Owners of copyright in software have a number of
exclusive rights,"” including the right to:

+ reproduce the software in a material form, such as
copying the program to storage devices or typing
the source code of the program;

+  publish the software, such as offering the program
to the public for the first time;

+  make an adaptation of the software, such as making
versions in different languages or code; and

+ communicate the software to the public, such as
making it available for download.

‘Adaptation’in relation to a computer program is defined
to mean “aversion of the work (whether or notinthe
language, code or notation in which the work was originally
expressed) not being a reproduction of the work”."™

The rights of a copyright owner are infringed where an
infringing act is done in relation to ‘a substantial part’ of
the work or other subject matter."” In determining
whether any reproduction is of a ‘substantial part’,
greater weight is given to the quality of the taken part
than to the quantity."® The courts have adopted a
qualitative as well as a quantitative approach which is to
be appliedin determining whether a ‘substantial’ part of
a copyright work has been copied. In one case a court
held that a ‘look-up table’ which formed part of a piece
of software was a substantial part of that software: the
fact that the look-up table was not of itself software did
not mean it could not form a substantial part of a
computer program. In another case, a court held thatan
error text table in a piece of software was not a
substantial part, apparently on the basis that the error
table was not an essential element of the program and
the software could function without an error text table.

There will be a direct infringement only if a person, not
being the owner and without alicence, does or
authorises the doing of any act that the copyright owner
has the exclusive right to do."” Itis also an infringement
fora person other than the copyright owner to
‘authorise’ the doing of an act comprised in the
copyright. ‘Authorise’”has been interpreted as “sanction,

18

approve, countenance”.”” In determining whether a
person s liable for ‘authorising’, the court considers the
extent (ifany) of the person’s power to prevent the
doing of the act concerned; the nature of the
relationship existing between the person and the person
who did the act concerned; and whether the person
took any reasonable steps to prevent or avoid the doing
of the act, including whether the person complied with
any relevant industry codes of practice. InJR Consulting
& Drafting Pty Limited v Cummings'' the alleged
infringers included an individual (Gianni Pacione) and
two companies of which Pacione was a director and
shareholder. The courts considered whether Pacione
was liable for authorising the copyright infringing acts of
those companies. The courts found he was liable by
reason of his position as a director and the economic
owner of the companies. The companies were under the
control of his guiding mind, he knew they had no right to
engage in the infringing conduct and while he could have
stopped them from engaging in that conduct, he took
no reasonable steps to do so and in fact consciously
facilitated the infringing conduct and obfuscated having
doneso.

Alicensee cannot pursuean infringement action unless
the licenseeis an exclusive licensee.'??

EXCEPTIONS

Copyright in computer programs is not infringed by any
of the following:

making reproductions (copies) for normal use
orstudy;'”’

making back-up copies;

a o] making copies to obtain information to make
D= _
= LL= interoperable products;
I making copies to correct errors; and
olol . . . .
M| making copies for security testing.'”*
n A

The copies must be made by, or on behalf of, the owner
or licensee of a non-infringing copy of the computer

@
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program. In addition, if the copy is used for a purpose
other thanin accordance with these provisions, the
defence does not apply.””” For the purposes of the
defences, ‘computer program’ includes any literary work
thatisincorporatedin, or associated with, the program
solongasitis essential to its effective operation.'”

The defence of ‘normal use or study’ is confined to
making a reproduction incidentally and automatically as
part of the technical process of running a program for
the purpose for which it was designed. In this context,
and the back-up copy defence, ‘reproduction’ has a
special narrow meaning and does not include a version of
the work in source code that has been derived from
object code by any process, including decompilation.'”
By contrast, a broader definition of ‘reproduction’ of
computer programs applies for other defences.'”

In specific circumstances itis not an infringement of
copyrightina computer program to make a
reproduction, or an adaptation of, a program for the
purpose of obtaining information necessary to make
independently another program or article, to connect to
and be used together with, or otherwise integrate with,
the original program. However, the reproduction or
adaptation may be made only to the extent necessary to
obtain the relevant information which is not readily
available from another source.'””

Areproduction or adaptation may be made for the
purpose of correcting an error in the original copy of a
program that prevents it from operating as intended by
its author, or in accordance with any specifications or
documentation supplied with it. The reproduction or
adaptation must be made only to the extent reasonably
necessary to correct the error. The defence does not
apply ifanother copy of the program without erroris
available within a reasonable time at an ordinary
commercial price.

Areproduction or adaptation may also be made for the
purpose of testing in good faith, the security of the
original copy of the program or of a computer system or
network of which it is a part or investigating or correcting
a security flaw. However, the defence islimited to
testing of the original to ascertain its security from
unauthorised access or against hacking or other
electronicinvasion, and is not available where the testing

@
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process was for disaster recovery and business
continuity purposes.”*

In 2016 the Productivity Commission'' recommended
the introduction of a US-style fair use exception into
Australian law. The Government noted that
recommendation but indicated that further consultation
is required before the government will consider amending
the suite of existing copyright exceptions.'”

[2016] FCAFC 20




INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

TECHNOLOGICAL PROTECTION
MEASURES

Technological protection measures (TPMs) are technical
locks that copyright owners may deploy to stop their
material being accessed or copied. Examples include
passwords, encryption software and access codes. Access
control TPMs may prevent a person from being able to
read, listen to or watch material. Copy control TPMs may
allow a person to read, listen or watch material but
prevent a person from making a copy of the material.

The Copyright Act supports the use of TPMs as a means
of practical protection of copyright owners. There are
also provisions in the Copyright Act that give copyright
owners the right to take legal action against people who
make, supply, distribute or import devices to circumvent
TPM:s. In some cases, distribution of devices or services
to circumvent TPMs is a criminal offence.

In particular, there are sanctions against:

+ circumventing an access-control TPM;

+  manufacturing or supplying a device to circumvent
an access-control TPM; and

+ providing a service to circumvent an access-control

TPM. 33
Under the Copyright Act, actions may be brought by

the copyright owner or exclusive licensee against a
person who makes or commercially deals with a device
capable of circumventing, or facilitating the
circumvention of,a TPM. The provisions are complex
and have proven difficult to interpret and apply. In the
leading case in the area, Stevens v Kabushiki Kaisha Sony
Computer Entertainment,* on ultimate appeal the High
Court of Australia accepted the trial judge’s
construction that “a ‘technological protection measure’,
as defined, must be a device or product which utilises
technological means to deny a person access to a
copyright work [or other subject matter], or which limits
a person’s capacity to make copies of a work [or other
subject matter] to which access has been gained, and
thereby ‘physically’ prevents or inhibits the person from
undertaking act which, if carried out, would or might
infringe copyright in the work [or other subject
matter]”. An access code system which had the purpose

20

of discouraging copying but did not effectively prevent
it did not satisfy the requirement that “the protective
devices are designed to function, by their own processes
or mechanisms, to prevent or hinder acts that might
otherwise constitute an infringement of copyright”.

Both civil remedies and criminal penalties are available
where a person circumventsa TPM. ATPMis only
protected by the scheme where it is used:

by, or with the permission of, the owner or
exclusive licensee of the copyright;

on material which is protected by copyright
(ie, TPMs on public domain material are not
protected);

in connection with the copyright owner’s
exclusive rights (ie, to reproduce,
communicate etc); and

to control access to the work (eg, by requiring
a password or some other process for access).

The scheme specifically excludes TPMs that control
geographic market segmentation. As a result,
consumers can bypass region coding measures to play
overseas purchased DVDs or computer programs on
Australian devices. It also excludes TPMs which restrict
the use of after-market goods or services, such as supply
of spare parts or repair or maintenance services by third
parties.

Additional exceptions are provided for in Schedule 10A
to the Copyright Regulations. These additional

exceptions are subject to review and relevantly include:

+ reproduction oFcomputer programs to make
interoperable products;

+  reproduction and communication of copyright
material by educational and other institutions
assisting people with disabilities;

+  reproduction and communication of copyright
material by libraries, archives and cultural
institutions for certain purposes;

+ access wherea TPMis not operating normally and a
replacement TPM is not reasonably available; and
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ELECTRONIC RIGHTS
MANAGEMENT INFORMATION
(ERMI)

ERMI is information that has been embedded or 3 ¥ N
attached to copyright-protected material. ERM can *t
include details about the material, the copyright owner -
and related data: for example, details embedded in the

metadata of an MP3 file, or the watermarking and other

data embedded into an image or video file.

A copyright owner can take action against someone who
alters or removes such data with the aim of enabling,
concealing or facilitating infringement of that material.

133 Division 2A of Pt V of the Copyright Act 1968.

134 Kabushiki Kaisha Sony Computer Entertainment v Stevens (2002) AIPC 91-814
(Sackville J at first instance) at pp37, 953; in the High Court Stevens v Kabushiki Kaisha
Sony Computer Entertainment (2005) AIPC 92-140

35 Australian Government Response to the Productivity Commission Inquiry, August
2017, response to recommendation 5.1.
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INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

CONFIDENTIAL INFORMATION

Although there are jurisprudential views in Australia as to
the basis foran action for wrongful disclosure of
confidential information or trade secret information that
significantly differ from the English cases, in practice the
formulation of the basic principles and their application is
usually similar to the English Coco v Clark formulation.
This requires the establishment of three elements:"*

+  theinformation must have the necessary quality of

confidence;

+ theinformation must have been imparted in
circumstances identifying an obligation of
confidence; and

+ there must be an unauthorised use of that
information to the detriment of the person who
claims the confidence.

To be confidential, information must be capable of being
given the attribute or quality of confidence; that is, it
must be something which is not within the public
knowledge.”” Disclosure under conditions of
confidentiality may preserve its character as
confidential information, “even if the dissemination was

via mass media or the internet. It is a question oFdegree

enefit or gain to the fidt

tto establish thatitis

ineach case”."”® In Medic-Care,” FinnJnoted at [631]

that the basis of the equitable jurisdiction attaching to
abuse of confidential information in Australian law lies
“in the notion of an obligation of conscience arising from
the circumstances in or through which the information
was communicated or obtained”.

Inthe High Court of Australia, the dissenting judgment
of Gummow Jin Corrs Pavey Whiting & Byrne v
Collector of Customs summarised the relevant law and
proposed additional elements to the test:

It is now well settled that in order to make out a
case for protection in equity of allegedly
confidential information, a plaintiff must satisfy
certain criteria. The plaintiff: (i) must be able to
identify with specificity, and not merely in global
terms, that which is said to be the information in
question; and must also be able to show that (ii)
the information has the necessary quality of
confidence (and is not for example, common or
public knowledge); (iii) the information was
received by the defendant in such
circumstances as to import an obligation of
confidence; and (iv) there is actual or
threatened misuse of the information. ... It may
also be necessary... that unauthorised use would
be to the detriment of the plaintiff.*°

Notwithstanding this judgement being a dissent, the
Jjudgment has thereafter been applied and accepted in
Australia as defining the elements of a breach of
confidence action.'!

Actions for breach of confidential information may be
brought in any court in Australia exercising equitable
Jurisdiction, including the State and Territory Supreme
Courts and the Federal Court of Australia. Equitable
relief may include injunctions restraining further use or
disclosure of the information, orders for search and
seizure of documents in preservation of evidence,
account of profits or compensatory damages."”

@
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IMPORTANCE OF SPECIFICITY IN
IDENTIFYING WHAT IS CONFIDENTIAL

Justice McMeekin in Deeson Heavy Haulage Pty Ltd v Cox™**
stressed that “the plaintiff must be able to identify with
specificity, and not merely in global terms, that which is said
to be the information in question”.""* There has been
consistent application of this ‘fourth element’ in Australian
breach of confidence claims.** In the context of
commercial disputes the courts have been particularly
reluctant to extend the protection of the law of
confidentiality to a broad suite of non-specific
information."® The policy position behind this trend is the
maintenance of free enterprise and competition.

In the 2013 decision of Streetscape Projects (Australia) Pty
Ltd and Another v City of Sydney"’ the New South Wales
Court of Appeal made the following comments at [159]
about determining whether the information on the subject
of the claim had the requisite quality of confidence:

The need for specificity in the identification of the
information said to be confidential in respect of
which relief is sought comes from the fact that the
court must make an assessment of the quality of
that information, that is, whether it is in truth of a
confidential nature. An aspect of that inquiry may
turn on whether the whole or some part has
become the subject of general disclosure or
notoriety. Precise delineation of the subject
matter is accordingly essential. The task of a
plaintiff, in this respect, is, in the words of
GummowJ in Smith Kline & French Laboratories
(Australia) Ltd v Department of Community
Services and Health (1990) 22 FCR 73 at 87; 95
ALR 87at 102, “to identify with specificity, and
not merely in global terms, that which is said to be

the information in question”.

The consistent emphasis on specificity has significantly
raised the threshold in this jurisdiction for satisfying the
elements in a breach confidence action.

@
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143(2009) 82 IPR 521.

* Id, at 556; See also Corrs Pavey Whiting & Byrne v Collector of
Customs (Vic) (1987) 14 FCR 434 at 443.

See also Smith Kline & French Laboratories (Aust) Ltd v Secretar"y,
Dept of Community es & Health (1990) 22 FCR
86-7 per Gummow J in the Federal Court; and Del Casale
Artedomus (Aust) Pty Ltd (2007) 73 IPR 326 per Hodgson
McColland Campbell JJAin NSW Court of Appeal.

* Ibid.

7(2013) 295 ALR 760 per Meagher, Barrett and Ward JJA.
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BREACH OF CONFIDENCE
RELATING TO SOFTWARE

Application of the principles in a software context is well
illustrated by the case of CA, Inc v ISI Pty Ltd [2012]
FCA 35. Inthat case CA’s claim was based not on a
readily identifiable single one letter, client list or
technical document. Rather, the case concerned
complex programming information about complex
systems that existed not only in the source code but also
in the information about Datacom software, the way in
which it works and in the information given to licensees
to enable them and their employees and/or contractors
to work with Datacom. Bennett J concluded that having
regard to the nature of the information and the context
of complex computer systems, she was satisfied that
CA had sufficiently identified the confidential
information: “the question arises whether, in the
circumstances, a reasonable person standing in the
shoes of [the relevant defendant’s employees] would
have realised that the information that they were
receiving while working on ISI’s behalf for Macquarie,
Betaand other licensees was being given to them in
confidence or, alternatively, whether the information
was imparted for what was known or ought reasonably to

have been known to be only for a particular purpose”.w48

As to the necessary quality of confidence, CA
submitted that the CA Information:

+ was created by research, the considerable
expenditure of time and money and the application
of skilland ingenuity;

+ was inherently confidential by its nature;

+ was intrinsically valuable to CA and its customers
(and would be to CA’s competitors);

+ was subject to stringent security measures limiting
relevant disclosures, including various internal
security measures and also external security
measures implemented in respect of Datacom
licensees, including licence notices on Datacom
tapes, discs and the Key CA Manuals and the
entering into of SLAs (or other forms of licence
agreement) before alicenseeis supplied Datacom

and the Key CA Manuals.

24

Bennett J concluded that CA had:

taken all reasonable and practical steps to
ensure that the CA Information was created in
confidence, maintained in confidence and
understood to be confidential by those granted
accesstoit. Thereis, by the nature of the CA
Information, the need to disseminate it.
However, as that dissemination is to persons
engaged in an industry and in a section of that
industry where it is generally understood that
programs and certain information about them
are confidential, this does not alter the inherent
confidentiality of the CA Information.

In then considering whether the information was
imparted in circumstances of confidentiality, the judge
noted that there is no single test for determining when
the communication of confidential information will
import an obligation of confidence: however, the
“obligation may come into existence by reason of the
terms of an agreement, or what is implicitin them, by
reason of the nature of the relationship between
persons, or by reason of the subject-matterand the
circumstances in which the subject-matter has come
into the hands of the person charged with the breach”.™”
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OTHER MEANS OF PROTECTION

REGISTERED DESIGN PROTECTION
The Designs Act 2003 (Cth) enables the owner of a

‘new and distinctive™' design to apply for the exclusive
right™ to use the design through a registration system.

‘New and distinctive’ essentially means that a design
must look different to the eye when compared with
other products available on the market and that it must
not be publicly disclosed or advertised before an
applicationis filed.™ The relevant prior art base™ is:

+ designs publicly usedin Australia;

+  designs published in a document within or outside
Australia; and

+ designsinrelation to which each of the following
apply, being: the design is disclosed in a design
application, the design has an earlier priority date
than the designated design and the first time that
documents disclosing the design are made available
for public inspection in Australia is on or after the
priority date of the designated design. The priority
date may be inanother signatory country to the
Paris Convention.

Design law protects the ‘overall appearance’ through
‘visual features’ of products, including shape, pattern,
configuration and ornamentation.””” The visual
appearance can also serve a functional purpose:
however, protection is not given for the functional
aspect.”® Design protection is not available for methods
or principles of construction (although those aspects
may be protected by patent law).

The Designs Act protects the visual appearance (not the
function) of the design for up to 10 years.™”

(a) Copyright/design overlap

Designs that could have been registered in the Designs
Act will often be denied copyright protection due to
contentious copyright/design overlap provisions. The
overlap provisions are designed to prevent dual
protection under the Designs Act and the Copyright
Act: that is, copyright protection is lost where the
artistic work is registered or capable of being registered
asadesign. The provisions also limit copyright
protection for utilitarian three-dimensional products

@
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that are incapable of registration (eg, because they are
not ‘new’ or ‘distinctive).

Copyrightinan artistic work in two dimensions may be
infringed by an unauthorised reproduction of that work in
three dimensions, and vice versa.””® However, Part Il
Division 8 of the Copyright Act prevents the owner of
copyrightin an artistic work that has been exploited as a
three-dimensional design from relying on copyright
protection to prevent another person making an identical
orasubstantially identical product, if the design is:

+ registeredas adesign;"” or

+ notregistered but more than 50 products made to

the design have been produced.®

In other words, the overlap provisions provide a defence
to infringement where the making of a product (i.e, the
‘non-infringing product’) would otherwise involve an
unauthorised reproduction of the artistic work. The
overlap provisions also provide a defence to copyright
infringement of the artistic work by reproducing the
work in two dimensions provided the reproduction is
derived from a three-dimensional product and was
made in the course of making the non-infringing
product.’® This is intended to cover reverse engineering
situations where a product manufacturer takes a
product and uses it to create a plan drawing which is
then used to manufacture their own product. It does not
protect against an infringement which involves direct
copying of an artistic work.

)
n

|
Bo)
o
™
™

f the Copyrig ctand Regulation the C ight Regulation
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SEMICONDUCTOR TOPOLOGIES
The Circuit Layouts Act 1989 provides a sui generis

scheme of protection in Australia for original computer
chiplayouts, such as those used in audio players and
games consoles, digital watches and calculators,
computers and tablets, white goods and motor cars.

To be protected by the act in Australia the circuit must
be an ‘eligible layout’ as defined by Section 5 of the
Circuit Layouts Act, being:

+ acircuit layout within the meaning of the act;

+ original (i.e., resulting from the designer’s own
creativity, skilland labour);

+ thecreatorwas either an Australian citizen, national
or resident or an Australian corporation, or the
circuit layout was first commercially exploited in
Australia or in an eligible foreign country.'

Eligible Foreign countries include all member countries

of the World Trade Organisation (WTO)."?

‘Circuit layout’ means “a representation, fixed in any
material form, of the three-dimensional location of the
active and passive elements and interconnections
making up an integrated circuit”. ‘Material form’,
“includes any form of storage (whether visible or not)
from which the layout, or a substantial part of it, can be
reproduced”. ‘Integrated circuit’ means “a circuit,
whetherin afinal form oran intermediate form, the
purpose, or one of the purposes, of which is to perform
an electronic function, being a circuit in which the active
and passive elements, and any of the interconnections,
are integrally formedin or on a piece of material”.
‘Original’is not defined but interpretation of the termiis
affected by Section 11, which provides that a circuit
layout shall be taken not to be original if its making
involved no creative contribution by the maker or it was
commonplace at the time it was made.

Acircuit layout is taken to have been ‘commercially
exploited’ if the layout or an integrated circuit made in
accordance with it is by way of trade imported for the
purpose of sale, hire or other distribution, sold, hired or
otherwise distributed, orimported for the purpose of
sale, hire or other distribution, in or into Australia or a
WTO member country.® Accordingly, sale ina WTO
member country of an electronic device incorporating
the eligible circuit layout will be a relevant commercial
exploitation that satisfies this condition.

The act grants automatically to the owner of an original
circuit layout, for the duration of the ‘protection
period’,®” certain rights to:

+  copythelayout, directly orindirectly, ina material form;

+ makeanintegrated circuit in accordance with the
layout (that is, a three-dimensional copy of the
layout); and

+  exploit the layout commercially in Australia.”*®

‘Material form’ covers masks but may not cover
computer code used to fabricate an integrated circuit by
direct laser.

The protection periodis 10 years from first commercial
exploitation. The first commercial exploitation must
occur within 10 years of creation of the layout, or 10
years from when it was made. It follows that the
maximum possible protection periodis 20 years from
the year of making an eligible layout.

®% Regulation 3 (Eligible Foreign Countries) of the Circuit Layout Regulations

7 Section 77 of the Trademarks Act.

xt of the Australian Consumer Law is set out in Schedule 2 to the

Consumer Act 2010 which is the new name of the Trade Practices
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TRADEMARKS AND UNFAIR
COMPETITION
The Trademarks Act 1995 (Cth) enables any person to

register amark or sign'® used in connection with their
goods orservices in the course of trade.'*” The owner of
aregistered trademark has the exclusive right to use,
and authorise others to use,'®” the trademark for 10
years.””” Trademarks can then be renewed for potentially
indefinite periods of 10 years."”!

Although Australian law includes torts of unfair
competition and in particular the tort of passing off,
there has been limited development of jurisprudence as
to these torts in the last few decades. To the extent that
unfair competition is by way of a competitor taking
action or otherwise facilitating or creating confusion by
any means of its products or business with the business,
products or the business activities of a competitor,
generally the unfair practices provisions in Part 3-1of
the Australian Consumer Law'’” may be invoked by a
plaintiff against a commercial competitor.

Forexample, Section 29 of the Australian Consumer
Law prohibits any person, in trade or commerce, in
connection with the supply or possible supply of goods
or services or in connection with the promotion by any
means of the supply or use of goods or services from
making a false or misleading representation:

+ that goods are of a particular standard, quality,
value, grade, composition, style or model or have
had a particular history or particular previous use;

+ thatservicesare of a particular standard, quality,
value or grade;

+ thatgoods are new;

+ thata particular person has agreed to acquire goods

orservices;

+ that purports to be a testimonial by any person
relating to goods or services;

+  concerning a testimonial by any person, ora
representation that purports to be such a
testimonial relating to goods or services;

+ that goods or services have sponsorship, approval,
performance characteristics, accessories, uses or
benefits;
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+ that the person making the representation has a
sponsorship, approval or affiliation;

+  with respect to the price of goods or services;

+  concerning the availability of facilities for the repair
of goods or of spare parts for goods;

+  concerning the place of origin of goods;
+  concerning the need for any goods or services;

+ conceming the existence, exclusion or effect oFany
condition, warranty, guarantee, right or remedy; or

+ make afalse or misleading representation concerning
arequirement to pay for a contractual right thatis
equivalent to a statutory right that a person has under
Federal or State or Territory law or an automatic
condition, warranty, guarantee, right or remedy.

Section 29 was adapted and re-enacted to replace
Sections 52 and 53 of the Trade Practices Act 1974
(Cth) and the very extensive body of case law developed
under those provisions continues to be relevant and
appliedin relation to Section 29."? As aresult, it is
generally not necessary to invoke the traditional
common law torts of unfair competition, which
relevantly protect a trader against:

+ falseallegationsin the course of trade of such a
nature as to discredit the business, products, or
commercial activities of a competitor;

+ indications or allegations the use of which, in the
course of trade, is likely to mislead the public as to
the nature, the manufacturing process, the
characteristics and the suitability for their purpose;

+ passing off, being arepresentation in the course of
trade by one trader which damages the goodwill of
another trader. To succeed inan action for passing
off, a plaintiff must show three things: goodwill inits
business; a misrepresentation by the other trader;
damage to its goodwill as a result of the
misrepresentation.
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COUNTERFEITING

Under the Trademarks Act 1995 and the Copyright Act
1968, a trademark owner, an authorised user of a
trademark, a copyright owner, or the owner’s exclusive
licensee may lodge a Notice of Objection with the
Australian Customs Service objecting to the
importation of:

+ products that have a trademark applied to them
which is substantially identical with or deceptively
similar to an Australian registered trade mark that is
nominated in the Notice of Objection;"”*

+ nominated copyright material, if those copies would
have constituted an infringement of copyright if the
copies had been made in Australia by the
importer.”

A Notice of Objection provides Customs with correct
details of trademarks or copyright material and details of
who owns the trademarks and/or copyright material.”®
Where a product or its packaging includes both an
Australian registered trademark and copyright material,
both Notices of Objection may be given.

A Notice of Objection is valid for four years, but may
then be re-lodged.”” Each notice may refer to multiple
trademarks and/or copyright material.

If a Notice of Objection has been lodged and Customs
becomes aware of a product shipment that Customs
suspects is counterfeit and that it believes is intended
for commercial use (sale, lease or hire), Customs may
seize and hold the goods for 10 working days, enabling
the objector to either commence legal proceedings or
come toanarrangement with the importer. At the end
of 10 wormcts will be released to the
importer unless the objector has initiated legal
- P“"P.—oceedings and has obtained an appropri%ordgtf

the court.”® N

If counterfeit products are voluntarily forfeited,
Customs will dispose of the goods by destruction or
donation to a charity or in accordance with an order of
the Court. Alternatively, if proceedings are
commenced, the Court will make an order regarding the
goods at the conclusion of any legal proceedings that
may be initiated.

Generally, a written undertaking to repay the
Commonwealth’s expenses of seizure will be required.””
Customs may require payment of security sufficient to
meet the expenses of seizing goods incurred by
Customs. If Customs requires any payment for its
expenses, Customs will not be obliged to seize any goods
until payment has been made.'®°

Of course, to the extent that parallel importation
provisions permit importation of some categories of
products that were legitimately produced in the place of
origin,”®' Customs is not able to seize such categories of
products.

74 Section 132 of the Trademarks Act.
17> Section 135 of the Copyright Act.

76 Sections 37 and 135(7) of the Copyright Act; Sections 132,133, 133A and 141 of the
Trademarks Act and Australian Customs Notice No 95/31. Importation of counterfeit
products for sale, hire or distribution with knowledge that they are counterfeit is a
criminal offence: Section 132AH of the Copyright Act and Section148 of the
Trademarks Act. An example of successful use of the seizure provisions is Jemella
Australia Pty Ltd v Vosiliatis [2010] FCA 331 (23 March 2010). Many recipients of

seizure notices voluntarily forfeit infringing products without legal action.
77 Section 132(4)~(5) of the Trademarks Act; Section 135(5) of the Copyright Act.

78 Sections 133-140 of the Trademarks Act; Section 135 of the Copyright Act;
Regulations 22, 22A and 23-of the Copyright Regulations.

79 Section 133(3) of the Trademarks Act.

18 Section 135AJ of the Copyright Act.

L}
88 Section 123 of the Trademarks Act; Montana Tyres Rims &lTubes PtylLtd v Transport Tyre
Sales Pty Ltd (1998) 41 IPR 301; §ections 37,38,102 and‘103 of the Copyright Act;
nterstate Parcel Express Co Pty Ltdly Time-Life International (Nederlands) BV (1977) 138
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ENFORCEMENT

OBTAINING INFORMATION

The identity of a patent infringer may not be known until
access is obtained to relevant information and documents
not inthe patentee’s possession. In such circumstances,
anorder for pre-trial or ‘preliminary’ discovery can be
sought that requires a person to give information about
possible infringers to a patentee. The person concerned
may not end up being a respondent, but merely someone
who has relevant information or documents.

Preliminary discovery is available under the Federal
Court Rules (2011) (Cth)."®? Division 7.3 of the Rules

provides for two forms of preliminary discovery:

+ toascertain the identity or whereabouts ofa
prospective respondent;'®’ and

+  toassess whether or not to commence proceedings
84

against that other person.’
The first type of application is available where a patentee
may have a right to relief and seeks information from a
person whois likely to know the identity of the
prospective respondent or have documents in his or her
control that would help ascertain the prospective
respondent’s description.'®
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The second type is designed to enable a patentee to
assess prospects and take a decision whether to sue the
prospective respondent. To obtain such a discovery
order, it must first be demonstrated to the courtin
accordance with Rule 7.3, that the applicant:

(a) reasonably believes that he or she may have
the right to obtain relief in the Court from a
prospective respondent whose description
has been ascertained, and

(b) after making reasonable inquiries, does not
have sufficient information to decide
whether to start a proceeding in the Court
to obtain that relief, and

(c) reasonably believes that:

(i) the prospective respondent has oris
likely to have or has had oris likely to
have had in the prospective respondent’s
control documents directly relevant to
the question whether the prospective
applicant has a right to obtain the relief;
and

(ii) inspection of the documents by the
prospective applicant would assist in
making the decision.

Where trade competitors seek such orders, the court
may make an order for preliminary discovery subject to
an undertaking by the applicant to respect the
confidentiality of discovered information. '*°
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AVAILABILITY OF INTERIM RELIEF

Interim injunctions restraining infringing conduct can
be obtained by a patentee through the Australian
Courts, either with or without notice to the infringer.
Interim injunctions are usually ordered for short
periods of time, often just a few days, after which the
parties are required to attend court to determine
whether or not the injunction should be continued at an
‘interlocutory’ hearing.

The relevant principles governing the exercise of the
Court’s discretion to grant interlocutory relief are well
established. The applicant must demonstrate that:

+ thereisaserious question to be tried ora prima
facie case such that if the evidence remains the
same there is a probability that at a final hearing it
would be entitled to relief;

+ itwill sufferirreparable harm for which damages will
not be adequate compensation, unless an injunction
is granted; and

+  thebalance of convenience favours the granting of
aninjunction.'”’

The above conditions should not be considered in
isolation of each other but should be seen to apply
concurrently with greater weight focused on one or
more conditions depending on each of the
circumstances of the case.” In a patent case, the first
factor requires the applicant to establish that thereis a
serious question to be tried on the issue of
infringement despite whatever evidence has beenled
on theissue of invalidity.

Australian courts traditionally demonstrated
reluctance to impose interlocutory restraints on an
alleged infringer unless the patent in suit had either
beenjudicially held to be valid or stood unchallenged for
many years.'”” However, the recent approach of
Australian courts in granting interlocutory injunctions
have widened significantly to allow for greater
application of this remedy, especially in relation to
pharmaceutical related patents.””

While interlocutory injunctions remain infrequently
granted in technology patent cases, in the high-profile
decision between Apple and Samsung,” the Federal
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Court continued its trend of granting interlocutory
injunctive relief. In that case Apple was able to satisfy the
above criteria and restrain Samsung’s Galaxy Tab 10.1
shortly before Christmas. The injunction was
subsequently overturned, however, by the Full Court on
appeal six weeks later when the Full Court reassessed the
balance of convenience.”” The Full Court’s decision was
carefully reasoned and provides a timely reminder to
applicants that such extraordinary remedies are to be
reserved for extraordinary circumstances. It is also
important to note that in such cases acquiescence
towards infringement or delay in instituting an application
foraninterlocutory injunction may be a decisive factorin
a court’s refusal to exercise its discretion.'”

Finally, itis possible in extreme cases for interim
injunctions to be ordered on an ex parte application (i.e.,
without notice) to either prevent a respondent removing
assets or documents from Australia (sometimes
referred to as a Mareva injunction) or to obtain civil
search and seizure orders (sometimes referred to asan
Anton Pillar order).

UNJUSTIFIED THREATS

All Australian [P statutory regimes provide that it is
unlawful to improperly threaten to initiate proceedings
forinfringement, even though it may be honestly
believed that infringement is occurring.”” By contrast,
the mere notification of the existence of a patent, ora
patent application, will not of itself constitute a threat of
infringement proceedings.'”

Aperson aggrieved by a threat of infringement
proceeding may apply to a court for a declaration that
the threat is unjustifiable, an injunction against the
continuance of the threat, and the recovery of any
damages sustained as a result of the threat.”® A
prerequisite to the operation of the unjustified threats
provisions is that a person be ‘threatened’ with an action
or proceedings which have not yet been brought.””
Once infringement proceedings have actually
commenced, the threat to commence proceedings no
longer exists and the provisions do not generally apply.™”*

The following key considerations are relevant to
establishing liability under the Patents Act’s unjustified
threats provisions:
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+ The‘aggrieved party’ must establish that a threat of
legal proceeding has been made in relation to an
Australian patent and that the conduct complained
of occurred within Australia.””

+  Athreatarises where the language used directly or
impliedly conveys to a reasonable person that the
author of the letter intends to bring infringement
proceedings against the person threatened.””

+ ltisnot, however, a threat to make:

- acommunication merely notifying a person of
the existence of a patent or patent application;

- astatement that any suggestion that the
recipient is entitled to replicate the invention is
not maintainable; or

= acommunication seeking confirmation that no
improper or wrongful use or infringement of the
patent has occurred.””'

+  Onceitis established that a threat has been made, it
is prima facie unjustifiable unless the person making
it establishes that it was justifiable.”” In this context,
threats are only justifiable if the relevant conductis
shown to be actually infringing.”””

+ Thegrantof reliefis discretionary.””

In the decision of Bellv Steele (No 3),7°> Collier J of the
Federal Court provided examples of compensable
damages flowing from threats, including: losses arising
from the readiness of third parties to do business with the
applicant;”° losses arising from threats to the applicant’s
customers;””’ lost sales or lost potential sales;”*® and the
cost to the applicant of instituting relief — such asa
declaration - following receipt of the threat.””” Collier J
also added that the following were not compensable
damages: damage to the threatened party flowing from
the actual commencement of legal action by the party
who made the threats; and rumours which may spring up
but are not attributable to the party making the threat.

The Full Court most recently considered unjustified
threats in a patent case’’” and emphasised the
importance of demonstrating that the threats are
causative of any loss claimed rather than as a result of
legal proceedings.”" The Full Court in that case reversed
a multi-million-dollar award of damages and costs.
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REMEDIES

Section 122 of the Patents Act provides for relief
forinfringement in the following terms:

(1) Thereliefwhich a court may grant for
infringement of a patent includes an
injunction (subject to such terms, if any, as
the court thinks fit) and, at the option of the
plaintiff, either damages or an account of
profits.

(1A) A court may include an additional amount in
an assessment of damages for an infringement
of a patent, if the court considers it
appropriate to do so having regard to:

(a) theflagrancy of the infringement; and

(b) the needto deter similarinfringements
of patents; and

(c) the conduct of the party that infringed
the patent that occurred:

(i) afterthe act constituting the
infringement; or

(ii) after that party was informed that it
had allegedly infringed the patent;

and

(d) any benefit shown to have accrued to that
party because of the infringement; and

(e) all other relevant matters.

(2) Onthe application of either party, the court
may make such order for the inspection of
any thingin or on any vehicle, vessel, aircraft
or premises, and may impose such terms and
give such directions about the inspection, as
the court thinks fit.

32

Aninjunctionis the principal relief available to a
patentee to protect its monopoly. The infringer cannot
then conduct infringing activities without first obtaining
alicence from the patentee. Damages compensate the
patentee for the loss suffered as a result of the
infringement,””” whereas an account of profits will
require an infringer that has sold or benefited financially
from infringing goods, to pay to the patentee a sum
equivalent to the profits wrongfully made.””

Although additional damages are available in Australia
under Section 122(1A), there is scant authority for the
grant of such an award.”" By contrast, additional
damages are routinely awarded in copyright cases””
where flagrancy is demonstrated. Additional damages
have also been awarded in a designs case.”
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HOT TOPICS

COMPUTER-IMPLEMENTED
BUSINESS METHODS

Patents for business methods remain a vexed issue
under Australian law. While business methods that are
implemented in a computer or other physical

environment are patentable,?”

simply interpolating the
operation of a computer into a process will not

necessarily make a business method patentable.

There is an entire spectrum of possible uses of
technology in the implementation of new processes,
including business methods. Whether a computer-
implemented process is eligible for patent protection
will therefore depend where it falls within that
continuum between, on the one hand, beingan
incidental orinsignificant use of technology, and on the
other, it having a “concrete effect or phenomenon or
manifestation or transformation”.

See further our detailed discussion on page 6
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PRODUCTIVITY COMMISSION
REVIEW

Following the reforms introduced under “Raising the
Bar”in 2013, the Australian Government asked the
Productivity Commission in August 2015 to conduct an
inquiry into Australia’s IP system. In particular, the
Commission was asked to consider whether the current
arrangements provide an appropriate balance between
access to ideas and products, and encouraging
innovation, investment and the production of creative
works.

In December 2016, the Productivity Commission
published its Inquiry Report on “Intellectual Property
Arrangements”.?'® The Inquiry Report came after
extensive consultation with various stakeholders
including IP professionals, economists and IP owners
and users.




INTELLECTUAL PROPERTY IN ELECTRONICS AND SOFTWARE

The Productivity Commission’s key recommendations

to patents®™ included:

+ incorporating an objects clause in the Patents Act

1990;20

+  afurtherraising of the inventive step standard to
equal or above the European patent system and
including a statement in the Explanatory
Memorandum that a ‘scintilla’ of invention is an
insufficient threshold. The Productivity
Commission has suggested Australia adopt the
European ‘obvious to try’ test;?

+ abolishing the innovation patent system in its

entirety;??2

+ arequirement to identify the technical features of
the invention;??

+  raising selected patent fees to discourage
) ) , ; :
maintenance of low-value’ patents, including
specific recommendations that renewal fees should
rise each year at an increasing rate, and to increase
fees for applications with many claims.?2*

The Productivity Commission considered that the
above recommendations would increase the quality of
Australian patents such that it is on a par with the
European patent system and reduce ‘low-value’ patents.
From a patentee’s perspective, the likely effect of these
recommendations is that it will make patents more
difficult and costly to obtain, enforce and maintain.
Despite submissions from the profession225 to keep
the innovation patent system and that the change to
inventive step was premature so soon after the Raising
the Bar changes, the Productivity Commission has
maintained its position and it is anticipated that the
Australian Government will soon introduce draft
legislation to this effect.

Regarding software and business methods patents, the
Productivity Commission did not recommend any
blanket exclusion to patentability as possibly thought
but rather considered that the combined effect of the
recommendations (inclusion of an objects clause,
raising the inventive step requirement, and requiring the
identification of technical features to be presentin the

% See chapters 7 and 8 of the Inquiry Report.
20 Recommendation 7.1 of the Inquiry Report.
2! Recommendation 7.2 of the Inquiry Report.

?22 Recommendation 8.1 of the Inquiry Report.

22 Recommendation 7.3 of the Inquiry Report. Section 40 of the Patents Act presently
requires that claims must define the invention, be clear and succinct and supported by

the matter disclosed in the specification, not rely on references to descriptions or
drawings unless absolutely necessary to define the invention, and relate to one

invention only.
224 Recommendation 7.4 of the Inquiry Report.

25 For example, Institute of Patent and Trademark Attorneys (IPTA) of Australia.
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