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Introduction

recent decision by Justice Beach of the Federal Court of Australia (“Federal
Court”) in SNF (Australia) Pty Ltd v BASF Australia Ltd (2019) 140 IPR 276
(“SNF v BASF proceeding”)? highlights the potential for patent applicants to
face significant costs and delay in obtaining grant when pre-grant oppositions spill
over into appeals from the Australian Patent Office (“Patent Office”) to the Federal

Court.

The decision of Beach ] concerned two appeals (heard and
determined together) from decisions of a delegate of the
Commissioner of Patents in SNF (Australia) Pty Lid v Ciba
Speciality Chemicals Water Treatments Ltd [2016] APO 8 and
[2016] APO 72 which concerned the patentability of BASF’s
Australian Standard Patent Application Nos. 2004203785
(“785 Patent”) and 2013204568 (“568 Patent”).

At the conclusion of a 392-page judgment, Beach J’s ultimate

finding was:*

[1783] SNF has made out none of its grounds [of opposition]
on the present appeals, namely, its grounds concerning lack
of inventive step, secret use and lack of novelty. Accordingly,
its appeals in each case will be dismissed with costs.

However, in the concluding paragraph of the decision, Beach
J made a final observation regarding the length, complexity
and delays encountered in the proceedings and posed a
number of questions for reflection:®

[1784] Let me conclude with one final observation. The
hearing of these appeals has not proceeded smoothly. The
three weeks initially set aside for the hearing turned out
to be inadequate. The hearing had to be adjourned over
Jor a further weck of evidence months later, and then
Sfurther adjourned for several days of closing addresses. The
substantial adjournments were necessary to accommodate
the other significant commitments of counsel, witnesses and
the Court. I make no criticism. It is what it is. But the sheer
length, complexity and delays involved in these appeals does
give cause to reflect on the following questions. Should appeals
of this type be permitted to proceed as rehearings de novo
allowing the parties to run any ground they like, whether
raised before the delegate or not, and upon any evidence
they choose, whether adduced or available to be adduced
before the delegate or not? Or should they be permitted to
proceed only upon the grounds and evidence led before the
delegate with truly fresh evidence only being permitted in
exceptional circumstances? Or should there be no appeal ar
all from the decision of the delegate, bur only judicial review
permitted demonstrating jurisdictional error? Or should
there be an appeal for error of law only, and perhaps only

with leave? Now these are policy questions, and legislative

amendment would be necessary. But on any view it is not
sufficient to tinker with the problem by fiddling with the
standard of proof, which provided no real solution to deal
with the length and complexity of what unfolded before me,
notwithstanding the case management techniques available.
But perbaps a more robust approach can be taken.

His Honour concluded that:®

One solution may be to put the parties on a chess clock to
limit a hearing of the present type to 5 days rather than 5
weeks. And instead of 20 volumes of double-sided material
as the standard length of a court book, this could be severely
confined. Further, perbaps it is time for appellate courts to
show some guidance in permitting short form reasons.

The concluding comments of Beach ] raise the issue of
whether it is time for further substantive changes to be made
to the pre-grant opposition procedure in Australia, not only
in respect of appeals to the Federal Court but the opposition
process itself before the Patent Office.

Background to the SNF v BASF proceeding
The patent dispute between SNF and BASF had been

ongoing for more than a decade.

BASF is a German chemical company providing solutions
across a range of industries, relevantly including mining.
SNF is a French chemical company which competes with
BASE. Both companies have global operations.

The relevant BASF patent family is directed to processes for
treatment of mine tailings. Tailings, are the residual waste
material left over from a mining operation after extraction
of the relevant value, such as gold, zinc, iron ore, coal or
alumina. The tailings are traditionally transported as a slurry
and deposited into a tailings dam. Given the scale of mining
operations, tailings dams can be very significant in terms
of size (several square kilometres) and volume, sometimes
constituting millions of cubic metres.

In the latter part of last century, there were significant
environmental and commercial pressures on mining
operators to minimise land use for disposal of waste materials,
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to consume significantly less water in mining operations and
to rehabilitate the land more effectively. Further, there have
been significant safety issues arising out of poorly managed
tailings disposal, with a number of high profile cases where
tailings dams have collapsed, with devastating effects
including loss of life.

The commercial embodiment of the invention the subject
of BASF’s patents is known as Rheomax® Enhanced Tailings
Disposal or “ETD”.” The technology involves the addition
of a chemical flocculant to a tailings stream using a particular
methodology in order to ensure that upon deposition there is
rapid release of clean water and the enhanced rigidification of
the solid material. This results in significant improvement in
water management and enhancement of land rehabilitation.

Procedural history

It is important to understand the lengthy and complex
procedural history of the present case.

* BASF’s 785 Patent was opposed by SNF in October
2007. The opposition was subsequently stayed
after SNF commenced revocation proceedings in
the Federal Court in respect of the validity of five
innovation patents which were filed as divisional
applications from the 785 Patent. BASF cross-
claimed for infringement. BASF’s innovation patents
were held to be valid by Kenny ] and BASF succeeded

in its cross-claim for infringement.®

* SNF appealed the decision of Kenny ] to the Full
Federal Court of Australia (“Full Federal Court”),
where a majority dismissed the appeal.” SNF then
sought special leave to appeal to the High Court,
which was refused.'

e Subsequently, in April 2014, SNF filed an
interlocutory application seeking to re-open the
decision of Kenny J. The application was dismissed
by Davies J.!' SNF then sought leave to appeal the
decision of Davies J, which was refused the by the
Full Federal Court.'?

* The innovation patent case then moved to the
quantum phase but was settled on the basis that SNF
paid BASF compensation for infringement and legal
costs. SNF then returned to its oppositions to the
785 and 568 standard patents.

* In both its oppositions before the Patent Office and
its appeals to the Federal Court, SNF contended that
the 785 Patent and 568 Patent were invalid for lack
of novelty, lack of inventive step and that BASF had
secretly used the invention before the priority date.
As set out above, Beach ] dismissed SNF’s appeals
finding that none of the grounds of opposition were
made out.

* The 785 and 568 Patents were granted in May 2019,
some 16 years after their priority date.

Overview of pre-grant patent opposition procedure in
Australia

Since the enactment of the first federal Patents Act in Australia
in 1903, Australia has had in place a federal pre-grant patent
opposition procedure.

During examination, the Patent Office reviews an application
to assess that it meets the various criteria for grant of a patent
including, novelty, inventive step, manner of manufacture
and that the specification complies with 5.40." In examining
a patent application, the Patent Office will search for and
consider relevant prior art. However, the Patent Office has
finite resources, is under time constraints and does not have
ready access to independent experts, in some cases making
it difficult for the Patent Office to assess what would be
common general knowledge. Consequently, the extent of
scrutiny of an application during examination in the Patent
Office is necessarily more limited than it would face during
an inter partes opposition.

Once a patent application has been examined, if any
objections to patentability raised during the examination
process have been overcome by submission or amendment,
the Patent Office will advertise that the patent application
has been accepted. Within a three-month period, any third
party can then oppose the patent application proceeding to
grant on one or more of the grounds set out in .59 of the
Patents Act 1990 (Cth) (“1990 Act”). The purpose of pre-
grant patent oppositions, as observed by Black CJ, Merkel
and Goldberg J] in Genetics Institute Inc v Kirin-Amgen Inc
(1999) 92 FCR 106 is:

. to provide a swift and economical means of settling
disputes that would otherwise need to be dealt with by
the courts in more expensive and time consuming post-
grant litigation; that is, to decrease the occasion for costly
revocation proceedings by ensuring that bad patents do not
proceed to grant.™*

Decisions from patent oppositions can be appealed to the
Federal Court under 5.60 of the 1990 Act. The appeal is
a hearing de novo in which the Federal Court exercises its
original jurisdiction.”” Nevertheless, the findings made by
a Delegate may “be given significant weight by the court
because of the considerable experience and expertise that
would have been brought to bear in making the decision”.'¢
Importantly, as was significant in these proceedings, the
Court is not limited to considering the evidence which was
before the Patent Office and may, and usually does, admit
further evidence."” The Court can also consider additional
grounds under .59 of the 1990 Act, which were not raised
in the opposition before the Patent Office,'® as well as new
prior art/acts. For example, in the present case, SNF relied
on a new prior act not considered by the Patent Office in its
contention that BASF’s 785 and 568 Patents lacked novelty.
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It is important to note that if the outcome of an appeal to
the Federal Court is that the patent should proceed to grant,
that is not the final word on validity from an opponent’s
perspective. Any party wishing to challenge the patent still
has the opportunity of commencing post-grant revocation
proceedings in the original jurisdiction of the Federal Court.

Reviews of the pre-grant opposition regime

Over the life of Australias pre-grant opposition process,
there have been numerous reviews and calls to amend or
abolish the regime.

In 1984, following consultation with industry, the Industrial
Property and Advisory Committee (“IPAC”) recommended
that pre-grant patent oppositions in Australia be abolished"
(“1984 Report”). The 1984 Report also recommended that
an ex-parte re-examination procedure on questions only of
novelty and obviousness should be available after acceptance
and grant of a patent.”’

The 1984 Report noted that the rationale advanced for pre-
grant patent oppositions was to ensure granted patents were
as robust as possible, and that a hearing before the Patent
Office is “an inexpensive and effective adjunct to examination
and search in ensuring that weak patents are not granted”>!

However, the 1984 Report made the following observations:

*  Oppositions can be used as a means for a competitor
to delay the grant of a patent, with it not being
unusual for oppositions to take five to eight years.”2

¢ Cost implications of oppositions may be significant
for a small inventor who has limited resources.??

* Opposition proceedings may have the effect of
enabling competitors to “pirate” the invention and to
compete with the inventor directly for the whole of
the commercially useful life of the invention.*

The 1984 Report concluded that:*

We can see no sufficient reason for retaining the present
pre-grant opposition procedure if other effective means of
challenging patents can be made available. We note that
most other patent systems, including those of the US and
EEC countries, do not permit pre-grant opposition.

Having regard to the recommendation in the 1984 Report
that ex-parte re-examination should be introduced, the
proposal put forward by the authors of the 1984 Report
was to extend the time period in which a third party could
notify the Patent Office of matters affecting novelty and
obviousness to up to three months after acceptance and at
any time after grant.

Nevertheless, IPAC’s recommendation was not adopted with
the introduction of the 1990 Act which maintained the pre-
grant opposition process.

In 1999, the issue of abolishment of pre-grant patent
oppositions in Australia was again raised by the Advisory
Council on Intellectual Property (“ACIP”). In looking at
difficulties faced by Australian patent owners in being able
to effectively enforce their rights, ACIP considered the issue
of pre-grant versus post-grant opposition procedures (“1999
Report”).

The 1999 Report identified a number of key factors as
contributing to the uncertainty Australian patentees face
in enforcing their patent rights, including that better
resourced stake holders could abuse the system resulting
in unfair outcomes for smaller parties.  While ACIP
formed the opinion that opposition procedures needed
to be streamlined?” and supported replacing the pre-grant
patent opposition procedure with a post-grant procedure,”
with little industry support, the recommendation did not
proceed.”

A decade later, after another consultation process, ACIP
released a further report in January 2010 (“2010 Report”)*
which again addressed the pre-grant opposition procedure.

ACIP had obtained feedback on the following two key
questions: whether a post-grant opposition system would
offer greater benefits over the existing system; and whether
such a system would help patent owners better enforce their
patent rights.>! Responses were divided.*

Ultimately, the 2010 Report found that there was insufficient
justification for Australia to change to a post-grant opposition
system.*® The 2010 Report recommended that IP Australia
continue to monitor and review the opposition processes
both locally and abroad to identify whether there is any
convincing reason for change from the pre-grant opposition
process (recommendation 9).

ACIP noted the following in reaching this conclusion:*

* Concern that abolition of pre-grant opposition may
convey the perception to first time patent applicants
that the administrative process has ended with the
grant of their patent, when in fact it still may be

challenged before the Patent Office after grant.

* Sympathy for the argument that unmeritorious
patents should not be granted, affecting the
confidence that innovators, inventors and investors
have in granted patents.

* The failure to address the perceived problems with
the current regime, namely that while abolishing
pre-grant oppositions could result in earlier grant of
patent rights and ability to enforce, any opposition
procedure would still result in delay.

* The potential impact on the balance of rights and
interests between potential patentees and third
parties exploiting technology in the same field.
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The 2010 Report noted that:*

ACIP is therefore reluctant, on the basis of the information
available to it, and the limited analysis carried out to date,
to recommend such a change at this time. However, there is
persuasive evidence that the pre-grant opposition process in
Australia would benefit from a more detailed review.

A very important reform step with wider implications
for patent law in Australia commenced in 2013 with the
introduction of the Intellectual Property Laws Amendment
(Raising the Bar) Act 2012 (Cth) (“Raising the Bar”). The
Explanatory Memorandum® to Raising the Bar stated:

In order to meet its objective of supporting innovation, the
patent system must strike a balance. It must provide sufficient
protection to reward innovation, but not so much protection
as to block future or follow-on innovation. Concerns have
been raised that the thresholds set for the grant of a patent
in Australia are roo low, suppressing competition and
discouraging follow-on innovation.

In relation to pre-grant patent oppositions, the Raising the
Bar regime introduced amendments which were clearly
aimed at reinforcing the procedure, presumably in order to
prevent unmeritorious patent applications proceeding to
grant. The amendments included:

*  Removing the requirement in s.7(3) of the 1990 Act
that the prior art in considering inventive step had to
be “ascertained, understood and regarded as relevant”
by a skilled person in the art.”

* Lowering the standard of proof an opponent has to
meet in order to succeed.

* Entrenching evidence deadlines to minimise delays
in oppositions.*®

Therefore Raising the Bar, one of the more far reaching and
important reviews of patent law in Australia, resulted not
only in the retention, but the reinforcement, of pre-grant
oppositions as a means of testing patent applications prior to
grant. An analysis by one commentator conducted in 2017%
shows that these changes have made a significant difference,

finding that the:

* average time required for parties to prepare and file
all evidence relating to the opposition reduced from
803 days to just 250 days; and

* average duration of patent oppositions had been cut
by nearly 50 percent.

The position in other jurisdictions

The retention of a pre-grant patent opposition procedure
in Australia diverges from the policy of a number of our
important trading partners who have steadily shifted towards
post-grant opposition.*

United Kingdom (“UK”) position

Until the introduction of the 1977 Patents Act (“1977
Act”), pre-grant oppositions existed in the UK Patent Office.
The 1977 Act introduced a post-grant patent opposition
procedure before the UK Patent Office under which the
Office could consider any ground of invalidity on which a
patent application could be challenged.!

The principal effect of the 1977 Act was to draw UK patent
law closer with its European trading partners, in accordance
with the provisions of the European Patent Convention
(“EPC”) which came into effect on 1 June 1978.

European Union (“EU”) position

Article 99 of the EPC allows a third party to apply to revoke
a European patent by filing an opposition with the European
Patent Office (“EPO”) within nine months from grant of
the patent.

The EPC specifically allows third parties to bring revocation
proceedings before the EPO which, if successful, will
result in the revocation of the European patent in toto in
all the designated states. These revocation proceedings or
“opposition proceedings” are dealt with by the opposition
division of the EPO. Opposition proceedings may only be
brought on the following grounds:

(a) the subject matter of the patent is not patentable
under the EPC;

(b) the patent does not disclose the invention in a manner
sufficiently clear and complete for it to be carried out
by a person skilled in the art; and

(c) the subject matter of the European patent extends
beyond the content of the application as filed.

United States of America (“US”) position

In 2011, the Leahy-Smith America Invents Act (“AIA”) of
16 September 2011 introduced a post-grant patent review
procedure which provides for the review of the patentability
of one or more claims of a patent on any ground that could
be raised under § 282(b)(2) or (3), including novelty,
inventive step, statutory subject matter, written description,
enablement and definiteness.*

The post-grant review process begins with a third party filing
a petition on or prior to the date that is nine months after
the grant of the patent or issuance of a reissued patent. The
patent owner may file a preliminary response to the petition.
If the proceeding is instituted and not dismissed, a final
determination will be issued.

Is a change to the Australian regime required?

As set out above, the Australian pre-grant opposition regime
has been the subject of extensive review and consideration
over the past 30 plus years. None of the reviews has resulted
in abolition or fundamental amendment to the regime.
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Based on analysis of the statistics, it is clear that the
changes implemented over time to the pre-grant opposition
procedure, particularly those implemented with Raising the
Bar, have provided a more efficient and robust mechanism
to determine the validity of patent applications prior to
grant. Although the Raising the Bar amendments lowered
the standard for an opponent to succeed in an opposition,
there is no evidence that a greater number of oppositions
have been implemented since its introduction.

In keeping with the retention of the pre-grant opposition
regime notwithstanding numerous reviews, the authors
consider on the whole it is preferable to a post-grant regime.
This is because it enables third parties to challenge and
either defeat entirely, or force amendments to confine the
scope of, unmeritorious patent applications without facing
the prospect of defending simultaneous infringement
proceedings. Significantly, a large majority®® of the
oppositions that are implemented are either resolved between
the parties or determined by the Patent Office without
subsequent appeal to the Federal Court. This can be seen as
compelling evidence of the success of the pre-grant regime.
The ability of a patentee who succeeds in an opposition to
claim compensation for infringement dating back prior to
grant, mitigates to a large extent any delay in their ability
to enforce their rights, particularly as interlocutory or
preliminary injunctions are relatively rare.*

To date, reviews of Australia’s opposition regime have for the
most part focused on the merits of pre-grant versus post-
grant regimes. Reviews have not tended to focus on the
second stage of opposition disputes, namely appeals from
decisions of the Commissioner of Patents to the Federal
Court.

As the SNF v BASF proceeding demonstrates, a balancing
act is required. On the one hand the process must enable a
patent application to be subjected to a robust review before
grant. On the other hand, the process should mitigate against
excessively drawn out and costly proceedings resulting in
undue deferral of grant.

The concluding comments of Beach ] offer a number of
g

potential options for consideration in respect of a Federal

Court appeal.

Should appeals of this type be permitted to proceed as
rebearings de novo allowing the parties to run any ground
they like, whether raised before the delegate or not, and upon
any evidence they choose, whether adduced or available to
be adduced before the delegate or not? Or should they be
permitted to proceed only upon the grounds and evidence
led before the delegate with truly fresh evidence only being

permitted in exceptional circumstances?

Or should there be no appeal at all from the decision of the
delegate, but only judicial review permitted demonstrating

Jurisdictional error? Or should there be an appeal for error
of law only, and perbaps only with leave?

It is apparent that in the hearing de novo that took place
in the SNF v BASF proceeding, the current Federal Court
case management tools were unable to constrain the case
advanced by the opponent SNE# The opponent filed 22

affidavits from 13 different witnesses,

including a number
of experts. A number of these affidavits and witnesses
overlapped with SNF’s oppositions in the Patent Office but
a substantial volume of additional material and additional
witnesses were relied on. In addition, SNF obtained
extensive discovery during the course of the appeal?” and
issued production requests to BASF and subpoenas to third
parties.” The appeals before Beach ] were heard over the
course of 21 days which, based on some analysis, is one of

the longest patent appeals ever in Australia.”

Given the extensive and complex history of the suite of
proceedings set out above, it was perhaps not surprising that
SNF had significant leeway in relation to the way in which it
prosecuted the appeals.

For a range of reasons, the authors consider that the current
appeal regime should be maintained. Further, for the reasons
that follow, it is considered that review by the Federal
Court should not be confined to judicial review but should
continue as hearings de novo, including the consideration of
further evidence. These include that the opposition process
before the Patent Office is necessarily limited in terms of
procedural rigour. For example, there is very limited if any
discovery or document production, the rules of evidence in
terms of admissibility and form are not applied and there
is rarely any opportunity to test evidence by way of cross-
examination.

Given the potentially significant commercial implications
of the grant of a patent in relation to a valuable area of
commerce, as was clearly the case in the SNF v BASF
proceeding, it is considered thatan appeal from an opposition
should be maintained as a hearing de novo with the ability
to adduce new evidence. The grant of a patent obviously
entitles a patentee to commence infringement proceedings
against competitors and to seek potential injunctions, a right
which should not be lightly conferred. Conversely, should
the Patent Office refuse the grant of a patent application,
following what is effectively an administrative proceeding,
without the patent applicant having a right of appeal in
the form of a hearing de novo, that could significantly
undermine confidence in the patent regime with potential
consequences for innovation in this country.

A final observation is that there is no right of appeal to
the Full Federal Court from a first instance judgment on
an appeal of an opposition. The unsuccessful party must
obtain leave. This has the practical effect that a first instance
judgment is often final, particularly if the opponent fails.
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Notwithstanding the unprecedented history of the SNF v
BASF proceeding, it is notable SNF did not seek leave to
appeal from Beach J’s judgment.

AsBeach ] commented, in some cases there may be a place for
more stringent case management and procedural restrictions
to be implemented. It is considered that there are a number
of procedural tools which can assist in constraining the scope
and duration of appeals from oppositions in patent cases in
appropriate circumstances. These include:

* the Federal Court’s increasing willingness to allocate
a date for final hearing at an early stage so that there
is a fixed end point

* the use of agreed statements of issue, reliance on
exemplar patent claims and technology primers;

* the increasing use of expert “hot tubs” and joint
expert reports to distil the key technical issues;

* the common practice of providing page limitations
for written submissions, particularly in relation to
interlocutory issues;

* the implementation of the Federal Court Rules 2011
(Cth) which revised the discovery regime such that
a party must not apply for discovery unless it will
“facilitate the just resolution of the proceedings as
quickly, inexpensively and efficiently as possible”;

* reliance on the overarching principles of sections 37M
and 37N of the Federal Court of Australia Act 1976
(Cth) and the obligations they impose on parties and
practitioners to co-operate with the Court and each
other to assist in achieving the overarching purpose
of civil practice and procedure and case management,
by identifying the real issues in a dispute early,
dealing with those issues efficiently and eliminating
unnecessary “process driven” costs;* and

* the mechanisms outlined in the Federal Courts
Intellectual Property Practice Note (IP-1) such as
use of an agreed primer to explain the technical
background to the invention claimed, use of agreed
statements or tables delineating the scope of the
validity dispute and that parties must only rely on
prior art documents which after due consideration
it considers “can properly be advanced as novelty-
destroying disclosures”.>!

It is the authors’ view that in appropriate cases, the Court

could implement some of these tools quite stringently,

particularly as against an opponent, as it must be kept in
mind that an opponent has a further opportunity to challenge

a patent by way of post-grant revocation. In keeping with the

overall policy objective of pre-grant opposition, an opponent

should be forced, whenever possible, to only put forward
their best case.

Of course in a Federal Court appeal, there is an economic
incentive for the parties to prosecute their case efficiently
and without undue delay in the form of Australia’s “loser
pays” regime in relation to the recovery of legal costs. The
usual costs order flowed in the SNF v BASF proceedings.

Beach J further stated:

One solution may be to put the parties on a chess clock ro
limit a hearing of the present type to 5 days rather than 5
weeks. And instead of 20 volumes of double-sided material
as the standard length of a court book, this could be severely
confined. Further, perbaps it is time for appellate courts to
show some guidance in permitting short form reasons.

In relation to these additional comments by Beach J, it seems
that in many cases the Federal Court case management
protocols discussed above can be effectively implemented to
achieve the desired outcomes. Clearly in the SNF v BASF
proceeding, these objectives could not be achieved, not
through any failure of case management, but simply because
of the unique nature of the case brought by SNE The
history and context of the case put it at the extreme end of
the spectrum of oppositions and the case did not lend itself
readily to constrained case management.

Conclusion

The SNF v BASF proceeding was unique in terms of its
history, duration and scope. SNE presumably motivated
by significant commercial imperatives, implemented a very
comprehensive opposition both before the Patent Office and
subsequently on appeal. While the particular circumstances
of the case required the Federal Court to hear very
extensive evidence, sit for an extended period and issue very
comprehensive and detailed reasons dealing with all SNF’s
arguments, we consider that the case itself does not suggest
that a wholesale review of the patent opposition regime is
warranted.

The significant history of review of the pre-grant opposition
regime in Australia has not resulted in an alternative regime
being implemented. This suggests that, although not perfect,
the current system is in fact workable and meets the desired
balance. In relation to appeals to the Federal Court, it appears
from the data that all but the most extreme cases are being
effectively case managed to avoid unnecessary blow outs in
their scope, duration and cost. This is evidenced by the fact
that the average length of an appeal hearing is only some six
days,*? which in the context of often highly technical subject
matter, seems relatively reasonable.

For the exceptional cases, where the commercial context
may prompt the parties to engage in “mega-litigation”, the
Federal Court can rely on appropriate costs orders to provide
an economic disincentive and signal to litigants that they
should bear in mind the provisions of s 37M of the Federal
Court of Australia Act 1976 (Cth) in prosecuting their case.
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