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PATENTS(WORLD TRADE ORGANIZATION AMENDMENTS) BILL 1994

OUTLINE

The purposeof this Bill is to amendthe PatentsAct 1990 to bring it into line with the
standardsand principlesprescribedforpatentsin the AgreementEstablishingtheWorld Trade
Organization.Thechangesareoutlinedbelow.

The Bill amendsthe PatentsAct to increasethe term of a standardpatentfrom 16 yearsto
20 years. Thenew 20 yearterm will apply to all standardpatentsthat aregrantedon or after
1 July 1995 or whose16th anniversaryfalls on or after that date. Transitionalprovisionswill
be suchto protectpersonswho might otherwisebe suddenlyand unfairly disadvantagedby
the increasedpatentterm.

A consequenceof providingatermof 20 yearsfor all suchstandardpatentsis that theexisting
specialextensionof termarrangementsfor standardpatentsfor pharmaceuticalsubstanceswill
no longerbenecessary.TheBill consequentlyrepealsthoseprovisions.

Otheramendmentsmadeby the Bill will havethe effect of putting the onuson the defendant
to prove that therehasbeenno infringementin certain infringement proceedingsrelating to
patentedprocessesand extendingthe conditionsunderwhich compulsorylicencesto work a
patentaregrantedby acourt.

The Bill also imposesadditionalconditionsforCrown useof patentedinventions.

FINANCIAL IMPACT STATEMENT

The increasedterm of standardpatents will result in increasedrevenuefrom annual
maintenancefees. Thereis limited informationavailableto estimatethe sizeof the increase,
however, initial estimates,taking into account experience with existing extensions of
pharmaceuticalpatents,arefor increasedrevenueof about$300,000in 1995-96increasingto
$1.2million in 1998-99.

The repeal of the specialextensionof term arrangementsfor standardpatentsrelating to
pharmaceuticalsubstances,broughtaboutby the Bill, will resultin savingsfor the patentees
by obviatingthe needto file and prosecuteapplicationsfor an extensionof the patentterm.
Administrativesavingswill also accrueto the PatentOffice and the Departmentof Human
Servicesand Healthwhich are bothinvolved in administeringthe existingextensionof patent
termscheme. Patentsunaffectedby theamendmentsmadeby theBill will continuetobedealt
with undertheschemefor approximatelythenext threeyears.

The Patent Office, as part of the Australian Industrial Property Organisation(AIPO), is
requiredto cover all of its costsfrom fees andcharges. AIPO operateson a Group 2 Trust
Accountarrangementand is committed to containingcosts for normal operationsto within
inflation and to achievingproductivity gains at leastequalto the efficiencydividend required
of the Australian Public Service. The savings and increasedrevenueresulting from the
changesmadeby this Bill will beoffsetagainstfutureincreasesin fees andcharges.
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NOTESONCLAUSES

PART 1—PRELIMINARY

Clause 1 - Short title etc.

1. This clause provides that the Act may be cited as the Patents (World Trade
Organization Amendments)Act 1994 and that the “Principal Act” meansthe PatentsAct
1990

Clause2 - Commencement

2. This clauseprovidesfor thecommencementof clauses4, 5, 6, 7 and 12, which relateto
the increasedtermof a standardpatent,to be on 1 July 1995. Commencementof the other
provisionsof theBill will be28 daysafterthedayon whichit receivestheRoyalAssent.

Clause3

3. This clauseprovidesthat a wordor expressionusedin the Bill which is definedin the
PrincipalAct hasthat samemeaning.Thisclausealsoprovidesa definition for the expression
transitionalstandardpatent” which, for the purposesof the Bill, meansa standardpatent

granteda term of 16 yearsbefore 1 July 1995 and whoseterm at the time of grantis due to
endon or after 1 July 1995.

PART 2—TERMOF STANDARD PATENT

Clause4 - Term of standard patent

4. This clauseamendssection 67 of the Principal Act (“Term of standardpatent”) to
increasethe termof a standardpatentfrom 16 yearsto 20 years.

Clause5 - Repealof Division

5. This clauserepealsthespecialextensionof termprovisionsfor standardpatentsrelating
to pharmaceuticalsubstancesset out in Division 2 of Part 3 of Chapter6 of the Principal Act
(“Extensionof term—standardpatents”),consequenton the amendmentmadeby clause4.
Underthat Division, a patenteecould havesoughta four yearextensionof term. A 20 year
termwill now beapplicablefor all standardpatentsasprOvidedfor inclause7.

Clause6 - Further amendments

6. Thisclauseprovidesfor amendmentsconsequenton thosemadeby clause5.
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Clause7 - Application

7. Subclause(1) providesthat this Part appliesto standardpatentsthat are grantedon or
after 1 July 1995andto transitionalstandardpatentsas definedin clause3. The effectis that
the increasedterm of a standardpatent,broughtaboutby clause4, will apply to all patents
whose16th anniversaryfalls on or after 1 July 1995, regardlessof whetherthe patentterm
hadbeenextendedunderDivision 2 of Part3 of Chapter6 of thePrincipalAct (‘Extensionof
term—standardpatents”).

8. If the term of a transitionalstandardpatenthasbeenextended,subclause(2) provides
thatany actionrelatingtothat extensionis deemedneverto havebeentaken.

Clause8 - Transitional

9. Thisclausedealswith certaintransitionalmattersrelatedto transitionalstandardpatents
whosetermcouldotherwisebeextendedundertheexistingextensionof termarrangements.

10. Becausethe increasedterm of a standardpatentwill apply to transitional standard

patentsfrom 1 July 1995 (seeparagraphs2 and7, above),this clauseprovides,ineffect,that:

anyapplicationfor anextensionof the term of a transitionalstandardpatentthat hasnot

beendeterminedas at thecommencementof thisclause;and
any appeal to the FederalCourt under section 78 of the Principal Act (“Appeals”)
relating to an applicationfor an extensionof the term of a transitional standardpatent
that hasnotbeendeterminedasat thecommencementof this clause;

is to betakento havebeenwithdrawn. With theexceptionof theCourtmaking anorderas to
costs,no furtheractionunderthePrincipalAct will be possiblein relationtothe applicationor
appeal,nor will it bepossibleto makeanapplicationfor anextensionof termof a transitional
standardpatentunderthePrincipalAct as fromthecommencementof thisclause.

PART 3—INFRINGEMENT

Clause9

11. This clauseinsertsnew section 121A (“Burdenof proof—infringementof patentfor a
process”)which dealswith theburdenof proof in infringementproceedingsof a patentfor a
processfor obtaininga product.

R 12. In thenormalcourseof events,it is up to thepatenteeor the exclusivelicenseeto prove
to the courtthat infringementof a patenthas takenplace. Wherethe allegedinfringementis
of a patentedprocessfor obtaininga product,it is oftendifficult, if not impossible,to find out
theprocessactuallyusedby thedefendant.
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13. This clauseprovides that in proceedingsfor infringementof a patentedprocess,the
defendanthas the burdenof proving that their product, which is identical to the product
obtainedby the patentedprocess,was not obtainedby thepatentedprocess,if the court is
satisfiedthat:

there is a substantiallikelihood that the identical product was made by the patented
process;and

• the patenteeor the exclusivelicenseehas beenunablethrough reasonableefforts to
determinetheprocessactuallyused.

Clause10 - Application

14. This clauseprovidesthat the burdenof proofprovisionsof clause9 do not apply to an
actionfor infringementof a patentthat was pendingbeforethe court immediatelybeforethe
commencementof this Part.

PART 4—COMPULSORY LICENCES

Clause11 - Compulsorylicences

15. Thisclauseamendssection133 of thePrincipalAct (‘Compulsory licences”)to provide
additionalconditionsto betakeninto accountwhendecidingto granta compulsorylicence to
work a patentedinvention. Thoseconditionsincludethe following:

• the applicantfor a compulsorylicence must havemadereasonableefforts, but without
success,to obtain authorisationfrom the patenteeto work the inventionon reasonable
termsandconditions;and

• thepatenteemustbe paid anamountagreedbetweenthepatenteeand the applicantfor
thecompulsorylicenceor, in the absenceof suchagreement,an amountdeterminedby
thecourtto bejust andreasonable.

16. Thisclausealsoprovidesfor the grant, in certaincircumstances,of a licence to work a
relatedpatentedinventionif the patentedinventionin respectof which the initial application
was madecannotbe worked without infringing the related patent. The conditionsunder
whichacompulsorylicencecanberevokedarealsospecified.

Clause12 - Transitional

17. This clausesetsout transitionalprovisionsfor situations in which personsmight fmd
themselvesat a suddencommercialdisadvantagein the short term becauseof the increased
patenttermeffectedby Part2 of theBill.

18. This clauseprovides that an applicationmay be madefor the grant of a compulsory
licenceto exploit an inventionthe subjectof a transitionalstandardpatent. This clausedoes
not apply to a patentedinventionthat is a pharmaceuticalsubstancein respectof which the
patenttermcouldhavebeenextendedunderDivision 2 of Part3 of Chapter6 of thePrincipal
Act (“Extensionof term—standardpatents”),hadthat Division notbeenrepealed.
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19. Subclauses(2) and (4) set out the circumstancesin which a personmay apply to a
prescribedcourtfor anorderrequiring the patenteeto granta licenceto exploit the patented
invention. Thosecircumstancesarewhere:

a personhas madea significantinvestmentbefore 1 October 1994 in respectof the
exploitationof thepatentedinvention;or

a licensee’slicencewould expire,or expired,on the 16th anniversaryof the transitional

standardpatent.

20. Investmentmadeafter 1 October 1994 will not constitutea ground for a compulsory
licenceunderthe transitional arrangementsof this clausebecauseafter that datethe person
making the investmentwill do so in the knowledgethat the term of patentwill, on or after
1 July 1995, increasefrom 16 yearsto 20 years(seeclause4).

21. In relationto the first circumstanceof paragraph19 above,subclause(3) empowersthe
court to makeanorder if it is satisfiedthat thepersonmadethe investmentin good faith and
did not infringe thepatentin preparingfor its exploitation.

22. In the secondcircumstance,subclause(4) empowersthe courtto makeanorder for so
longas the patentremainsin force. In making an order undersubclause(4) regardmust be
hadto anytermsandconditionsattachedto thegrantof the initial licence.

23. Subclauses(6) to (12) mirror the relevant conditionsand proceduresthat apply in
relation to the grant of a compulsorylicence underthe provisionsof Chapter 12 of the
Principal Act (“Compulsorylicencesandrevocationof patents’),as amendedby clause11.

24. Subclause(13) ensuresthat the patent revocationprovisionsof section 134 of the
PrincipalAct (“Revocationof standardpatentaftergrantof compulsorylicence”) do notapply
in the caseof a compulsorylicencegrantedunderthe transitionalarrangementsof this clause.
Those revocationprovisionsare related to the patenteefailing to satisfy the reasonable
requirementsof thepublic with respectto thepatentedinvention,which isnot aconsideration
for thegrant of acompulsorylicenceunderthesetransitionalarrangements.

Clause13 - Application

25. This clauseprovides that the amendmentsmade by this Part do not apply to an
applicationmadeundersection133 of the PrincipalAct (“Compulsory licences”)or an order
madeundersection 133 or 134 (“Revocationof standardpatentafter grantof compulsory
licence”)of thePrincipal Actbeforethecommencementof this Part.

PART 5—CROWN USE

Clause14 - Exploitation of inventionsby Crown

26. This clauseinserts new subsection163(3) into the Principal Act to the effect that,
subjectto section168 of the PrincipalAct (“Supply of productsby Commonwealthto foreign
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countries”),exploitationof an inventionfor servicesof the Commonwealthor of a Stateis
limited toexploitationnecessaryfor theproperprovisionof thoseserviceswithin Australia.

Clause15 - Remunerationand termsfor exploitation

27. Subsection 165(1) of the Principal Act (“Remuneration and terms for exploitation”)
provides that where the Crown hasexploitedan invention for its services,no remuneration is
payableto the nominatedpersonor thepatenteein certain circumstances.This clauseomits
that subsection to ensure that the nominatedperson or the patentee is paid adequate
remunerationwherethe inventionconcernedis exploitedby the Crown. To emphasisetheir
right to compensation,clause15 also amendssubsection165(2) of the Principal Act to make
it clear that the terms for the exploitation of the invention include terms concerningthe
remunerationpayable.

Clause16

28. This clause inserts new section 165A into the Principal Act to provide that, on
applicationfrom thenominatedpersonor thepatentee,a prescribedcourtmaydeclare,if it is
satisfiedthat it is fair and reasonableto do so, that the exploitationof the inventionby the
Commonwealthor the State is not, or is no longer, necessaryfor the proper provisionof
services of the Commonwealthor of the State. The court may also order that the
Commonwealthor the Stateis to ceaseto exploit the invention. In makingsuchan order, the
court must ensurethat the legitimateinterestsof the Commonwealthor of the Stateare not
adverselyaffectedby theorder.

Clause17 - Application

29 This clauseprovidesthat the amendmentsto the Crown useprovisionsmadeby this
Part do not apply to an inventionthat was being exploitedby the Commonwealthor a State
undersection 163 of the PnncipalAct ( Exploitation of inventionsby Crown ) immediately
beforethecommencementof this Part

SCHEDULE

30. The Schedulesetsout the consequentialamendmentsof the Principal Act provided for

in clause 6.
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