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Introduction

This draft Explanatory Memorandum accompanies an Exposure Draft of the Designs Amendment (Advisory
Council on Intellectual Property Response) Bill, which is proposed to amend the Designs Act 2003.

IP Australia invites interested parties to provide either written submissions or complete a survey on the draft
legislation and explanatory materials by 28 August 2020.

We are seeking comments on the draft legislation, in particular on any unintended consequences of this
legislation or issues with the drafting, rather than on the policy that underpins the amendments as this has
already been agreed to by the Government.

We are also seeking specific feedback to questions that are highlighted in this draft Explanatory
Memorandum.

Please note that the draft Explanatory Memorandum is still being developed and is intended only as a guide
to assist with the interpretation of the draft legislation. IP Australia will undertake further editorial review
and finalise the text when a final version of the legislation is settled.

To provide a written submission and/or complete the survey please visit our consultation website.
For accessibility reasons, please submit responses by email in Word, RTF, or PDF format.
Contact officers

Paul Gardner — phone: (02) 6283 2145, email Paul.Gardner@ipaustralia.gov.au; or

Martin Heymann — phone: (02) 6283 2694, email Martin.Heymann@ipaustralia.gov.au.

IP Australia acknowledges the Aboriginal and Torres Strait Islander peoples of Australia. We acknowledge
the traditional custodians of the lands on which our agency is located and the places around Australia
where we work and conduct our business. We pay our respects to ancestors and Elders, past and present
and emerging. IP Australia is committed to honouring Aboriginal and Torres Strait Islander peoples’ unique
cultural and spiritual relationships to the land, waters and seas and their rich contribution to society.

IP Australia acknowledges that the cultural expressions of Aboriginal and Torres Strait Islander people such
as art, crafts, stories, symbols and icons can inspire, or be used in, designs. Where these cultural
expressions are used inappropriately, it can cause great offense and hurt to the custodians of that
knowledge. IP Australia is looking at the protection and management of Indigenous Knowledge (IK) in the IP
system and what we can do to support new economic opportunities and promote cultural integrity.
Information about our IK work is available on the IP Australia website at
www.ipaustralia.gov.au/indigenous-knowledge. You can also register to our mailing list if you would like to
be updated on our IK work, including future consultations.

We always want to hear from you. If you have any input on issues not covered by this consultation, please
let us know via our policy register, which details the issues we are considering or working on for policy or
legislative action.
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Privacy Notice

Personal information is collected by IP Australia during this public consultation for the purposes of gaining
stakeholder insights and comments on the proposed amendments to the Design Rights legislation and
regulations, and is protected by the Privacy Act 1988 (Privacy Act).

Should you consent to your submission being published, your submission, along with any personal
information you provide as part of that submission, will be published on IP Australia’s website. Information
published online may be accessed world-wide, including by overseas entities. Once the information is
published online, IP Australia has no control over its subsequent use and disclosure. You acknowledge and
confirm that Australian Privacy Principle (APP) 8 will not apply to the disclosure. If any overseas recipient
handles your personal information in breach of the APPs, you acknowledge and agree that IP Australia will
not be accountable under the Privacy Act and you will not be able to seek redress under the Act.

If you would prefer that your submission not be published on our website, please indicate in the question
above. If you wish for part of your submission not be published, clearly identify the particular parts of the
submission you consider to be confidential. IP Australia will not publish your submission if you indicate you
do not consent to publication or any part of your submission that you have identified as confidential.

Your submission, including any personal information you provide, may be disclosed to the relevant
Ministers and their offices and Commonwealth government agencies (Recipients) including any relevant
contractors providing services to the Recipients, for the purpose of briefing on the results of the
consultation in general and/or about specific issues on which you have commented. This disclosure may
occur whether or not your submission has been marked as confidential.

Where contact details are provided, IP Australia may also contact you by telephone or email to discuss
your submission, the outcome of the consultation and to inform you of further progress and consultation
on these legislative proposals that we think may be of interest to you.

A request made under the Freedom of Information Act 1982 for access to a submission marked
confidential will be determined in accordance with that Act.

IP Australia will not otherwise use or disclose your personal information without your consent, unless
authorised or required by or under law.

IP Australia retains sole discretion to decide not to publish a submission or part thereof, or to remove any
content, including but not limited to, any content which is unlawful, defamatory or offensive from a
submission before publishing it on IP Australia’s website.

All personal information you provide is handled in accordance with the Privacy Act, |P Australia’s Privacy
Policy (Privacy Policy) and this privacy notice. The Privacy Policy contains relevant information, including:

e how you may seek access to and correction of the personal information we hold;

e how you may make a complaint about a breach of the Privacy Act and how we will deal with your
complaint; and

e |P Australia’s privacy contact officer details.

By making a submission, you provide your consent to your personal information being handled in
accordance with this privacy notice and the Privacy Policy (linked above).
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Designs Amendment (Advisory Council on Intellectual
Property Response) Bill 2020

Background

The objective of the intellectual property (IP) rights system is to support innovation by encouraging
investment in research and technology in Australia, and by helping Australian businesses benefit from good
ideas. The Australian Government proposes improvements to Australia’s designs legislation to better meet
these objectives.

The current designs system has been in operation since the commencement of the Designs Act 2003
(Designs Act) on 17 June 2004. Concerns have been raised about the effectiveness of the designs system
and whether it is meeting its original policy objectives.

In May 2012, the former Advisory Council on Intellectual Property (ACIP) was asked to investigate the
effectiveness of the designs system in stimulating innovation by Australian users and the impact the designs
system has on economic growth. As part of its investigations, ACIP released an Issues paper in September
2013 to seek views from stakeholders, including users of the designs system. ACIP released an Options
Paper for public consultation in December 2014 and a final report in March 2015 (‘the ACIP report’).

On 6 May 2016, the Australian Government responded to the ACIP report and agreed to the majority of the
recommendations.? This Bill gives effect to several ACIP recommendations that were accepted by the
Government, as well as making other improvements to the design system.

Outline
The purpose of the Designs Amendment (Advisory Council on Intellectual Property Response) Bill 2020 (the
Bill) is to provide more flexibility for designers during the early stages of getting protection and include

several technical amendments that will simplify and clarify aspects of the designs system.

The Bill’s proposed amendments to the Designs Act 2003 (Designs Act) can be divided into six categories,
corresponding to the following six schedules:

e Schedule 1 — Grace period

e Schedule 2 - Prior use defence

e Schedule 3 — Registration of designs — removal of publication option

e Schedule 4 — Right of exclusive licensee to bring infringement proceedings
e Schedule 5 — Formal requirements

e Schedule 6 — Other amendments

1 Advisory Council on Intellectual Property, Review of the Designs System, Final Report, March 2015
2 Australian Government, Government response - ACIP Review of the Designs System, May 2016.
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Schedule 1: Grace period

Recommendation 12 of the ACIP report proposed introducing a grace period of six months before the filing
date, together with a prior use defence. If applicants rely on the grace period to protect the validity of their
design rights, they must file a declaration to that effect. The Government accepted this recommendation,
noting that the length of the grace period and the requirement to declare any disclosures would be
determined following further stakeholder consultation.

This Schedule amends the Designs Act to give effect to that recommendation by introducing a general grace
period to help protect designers from losing their rights through inadvertent disclosure before seeking legal
protection. For example, a designer who publishes their prototype on social media before filing for a design
right may currently lose their opportunity to obtain a useful registration. The grace period will provide
designers with 12 months to apply for design protection after publishing or using their design.

Schedule 2: Prior use defence

Recommendation 12 of the ACIP report also included a prior-use defence for third parties who start using a
published design during the grace period. In accepting Recommendation 12 the Government agreed to
introduce a prior use defence along with the grace period.

This Schedule amends the Designs Act to introduce a prior use defence to protect third parties against
infringement proceedings should they start using a design before the priority date of a registered design. In
particular, it protects third parties that start use of a design that has been disclosed during the grace period
but not yet registered. After the introduction of Schedule 1, third parties will now face a period of
uncertainty and fear infringing a design that has been disclosed and later registered. This Schedule aims to
balance the rights of designers and those of third parties by mitigating that period of uncertainty.

Schedule 3: Registration of designs — removal of publication option

Recommendation 5 of the ACIP Report was: “ACIP recommends removing the option of the publication
regime (i.e. without registration) from the designs process.” The Government accepted this
recommendation, stating that the amendment to implement this recommendation would be one of the
number of changes to streamline IP processes and support small business.

This Schedule amends the Designs Act to streamline the initial steps for registering a design. The overall
impact will be to reduce the number of deadlines requiring action by applicants while making it simpler for
them to delay publication of a new design until they are ready to launch in the market.

The changes allow applicants to effectively delay publication of their design for a prescribed period (to be
six months) from the priority date. The seldom used “publication only” option is eliminated. Registration of
designs is automatically requested after the expiry of a prescribed period from filing a designs application —
currently, an application lapses after the expiry of this period.

These amendments will benefit applicants by reducing the number of due dates that need to be tracked
and eliminating the possibility of an application lapsing should an applicant not file a request for
registration six months after filing their design application.
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Schedule 4: Right of exclusive licensee to bring infringement
proceedings

Recommendation 18(h) of the ACIP Report was: “The Designs Act and/or the Designs Regulations 2004
should be amended to ensure exclusive licensees have the right to bring proceedings for infringement.” The
Recommendation was part of a number of recommendations made in Recommendation 18 in the ACIP
Report to “improve the operation and consistency of the [Designs] Act and in some cases, consistency with
other IP systems”. The Government accepted Recommendation 18 with the proviso that Australia will
continue to comply with relevant international treaties and conventions; and any change to the Designs Act
does not result in an unintended advantage of one type of application (i.e. convention claim) over another
type of application (i.e. non-convention claim).

This Schedule amends the Designs Act to provide exclusive licensees with the legal standing to take
infringement action through the courts without needing to rely on the registered design owner. Currently,
only a registered owner of a design has standing to commence an infringement action. When an exclusive
licence is granted, it is often because the registered design owner is foreign based. A foreign based owner
may not be strongly motivated to assist the exclusive licensee in pursuing a local alleged infringer due to
associated costs or administrative burden. This proposal would ensure exclusive licensees of registered
designs are also able to enforce the rights that they have paid for, as is the case for patents, trade marks
and plant breeder’s rights.?

Schedule 5: Formal requirements

This Schedule amends the Designs Act to streamline the process for updating formal requirements for a
design application in line with the current environment of fast-paced technological change. Currently, the
formal requirements are set out in the Designs Regulations 2004 (Designs Regulations) and are based on a
paper filing system. At present 99% of design applications are filed electronically, meaning the formal
requirements in the Designs Regulations are no longer fit for purpose. The amendments will extend the
existing power? of the Registrar of Designs (Registrar) to make directions about the form of documents to
apply to ‘approved forms’ for designs. The amendments will allow the directions made by the Registrar to
include general provisions that apply to all documents so that applicants need only to refer to a single
source of rules.

Schedule 6: Other amendments

Schedule 7 to the Bill will make several minor technical corrections and improvements to the Designs Act in
relation to the following ACIP recommendations:

- Part 1: Standard of the informed user (ACIP Recommendation 10)
- Part 2: Revocation of registration of design (ACIP Recommendations 18c and 18f)

- Part 3: Renewal of registration of design (ACIP Recommendation 18i)

3 patents Act, s 120(1); Trade Marks Act, s 26(1); Plant Breeders Right Act, s 54(1)
4 Section 1448 of the Designs Act
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Collectively, the measures in this schedule are proposed to address a small number of inconsistencies in the
Designs legislation. The changes will simplify the designs system for users and clarify parts of the system
that may be confusing.
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Notes on clauses

Clause 1: Short title

Upon enactment, the Bill will be known as the Designs Amendment (Advisory Council on Intellectual
Property Response) Act 2020.

Clause 2: Commencement

Schedules 1 -5 and Part 3 of Schedule 6 in the Bill will commence on a single day to be fixed by
Proclamation or 6 months after this Bill receives Royal Assent. This will give stakeholders time to consider
and plan how they will change their designs filing strategies to take advantage of the amendments, and
enable the necessary regulation and ICT system changes to be made before commencement.

The extended commencement will not apply to Schedule 6, Parts 1 and 2 in the Bill. These items relate to
matters that involve minor system and practice changes by the Designs Office, so their immediate
commencement will realise their benefits as soon as possible, on the day after this Bill receives the Royal
Assent.

Clause 3: Schedules

The Designs Act is to be amended as set out below in Schedules 1 — 6 to the Bill.
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Schedule 1 — Grace period
Designs Act 2003

Introduction

This Schedule amends the Designs Act to implement a general grace period for the filing of a design
application in Australia.

Currently, section 17 of the Designs Act provides that designers can seek registration of a design after its
disclosure only under very limited circumstances. In most circumstances, the disclosure of a design by a
designer prevents any subsequent registration of that design.

By comparison, the Patents Act 1990 (Patents Act) and Patents Regulations 1991 (Patent Regulations)
provide patent applicants with a 12-month grace period. If a patent application is filed after information is
disclosed by the inventor, but within the 12 month grace period, the public disclosure can be disregarded
when determining if the patent application is novel and has an inventive step. Internationally many other
jurisdictions offer designers a grace period in their design legislation.

ACIP found that there is a real problem that designers who, through ignorance or inadvertence, publish
their design before seeking legal protection, then forfeit all possible rights in that design.> The new grace
period is intended to help protect designers from losing their rights in this way. For example, a designer
who publishes their prototype on social media before filing for a design right may currently lose their
opportunity to obtain a useful registration. The grace period will provide designers with 12 months to apply
for design protection after publishing or using their design.

The new grace period protection is similar to that in the Patents Act, and is intended to be compatible with
the draft Designs Law Treaty being negotiated at the Standing Committee on the Law of Trademarks,
Industrial Designs and Geographical Indications under the World Intellectual Property Organization
(WIPO).®

Item 1: Subsection 17(1)
[s17]

This item repeals the existing limited grace period provisions in subsection 17(1) and replaces them with a
general grace period. The particulars of the general grace period, including its duration, are to be specified
in the Act (rather than prescribed in the Designs Regulations) to provide more certainty to designers and
third parties.

Subsection 17(1): Establishment of a general grace period for filing a design application

New subsection 17(1) creates a grace period for filing a design application, by providing that two categories
of publications or uses of a design must be disregarded when considering the newness or distinctiveness of

5 Advisory Council on Intellectual Property, Review of the Designs System, Final Report, March 2015 (ACIP Designs
Review), p 28.

5 World Intellectual Property Organisation, Industrial Design Law and Practice — Draft Articles Art 6, SCT/33/2, 16
January 2015, https://www.wipo.int/meetings/en/doc_details.jsp?doc id=295316
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the relevant registered design (called the “subject design”). To be disregarded, the publication or use must
have taken place within the period of 12 months before the priority date of the subject design.

The two categories of publication or use eligible for the grace period in new subsection 17(1) are set out in
new paragraphs 17(1)(a) and 17(1)(b). In both cases, the publication or use may or may not be of the
subject design. This is intended to ensure that a designer may seek to register a slight variation of an earlier
published design and rely on the grace period to have the earlier published design disregarded when
considering the newness and distinctiveness of the variant. This promotes the innovation objectives of the
grace period, by allowing designers to make modifications and improvements of their designs after initial
publication.

New paragraph 17(1)(a) provides the grace period covers any publications or uses by the registered owner
of the subject design themselves, or by one of their predecessors in title.

Consultation question: In the new provisions, and in existing provisions, the expression “the registered
owner’s predecessor in title” is used. Will this cover, as we intend, any predecessors in title where the right
has had more than two owners?

New paragraph 17(1)(b) further extends the grace period to publications or uses by persons or bodies that
derived or obtained the design from the registered owner (or one of their predecessors in title). It is not
relevant whether or not the derivation was consensual or not, so paragraph 17(1)(b) can apply where the
design has been misappropriated by a third party, or where a third party has published a design with the
consent of the designer. “Derived or obtained” are intended to bear their ordinary meanings, but new
subsection 17(1B) provides a presumption of derivation in some circumstances.

Consultation question: Under s 13(1)(b), where a person creates a design in the course of employment, or
under a contract with another person, the person entitled to registration is the employer or the other person
under the contract. If the employee/contractor designer were to publish or use the design, would that
disclosure be covered by the grace period, either by treating the designer as a “predecessor in title”, or
under doctrines of agency, or otherwise? If not, is this a problem?

Publications (or uses) by the Registrar are excluded from paragraph 17(1)(b). The Registrar is required to
publish registered designs by making them publicly available under section 60 of the Act. These
publications are not the inadvertent publications that the grace period is intended to protect.

Further, were these types of publication not excluded from the grace period, there would be undesirable
effects on the scheme of the Act, including the potential issuance of two exclusive rights over the same
design.

For example, an applicant files design application Al on 1 January. Al is registered and made publicly
available by the Registrar on 1 February. The applicant files an identical design application A2 on 1 March.
No other relevant publications or uses occur between 1 January and 1 March. Because publications by the
Registrar are excluded from paragraph 17(1)(b), the publication Al forms part of the prior art base’, and A2
is not new in view of the publication of A1 on 1 February.

Were publications by the Registrar not specially excluded, A1 would be covered by the grace period, and A2
would be registrable.

7 Due to s 15(2)(b) Designs Act. If A1 was not registered until after 1 March, it would nevertheless form part of the
prior art base for A2 due to s 15(2)(c) Designs Act.
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Consultation question: Does the proposed exclusion of the Registrar’s publications (in combination with the
language of the remainder of the subsection) ensure that two design registrations with different priority
dates but covering the same design will not both be registrable?® Will it have any unintended
consequences?

Publications (or uses) by certain foreign persons or bodies are also excluded from paragraph 17(1)(b). The
persons or bodies are defined in new subsection 17(1A). The intention is that publications by national or
international designs offices will not be eligible for the grace period. If an applicant who filed first overseas
wishes to file in Australia, and the office where they filed first has already published their design, they will
need to rely on the Designs Act provisions applying the Paris Convention® rather than the grace period to
ensure the registrability of their design.

Subsection 17(1A): Publication by certain persons does not enliven the grace period

New subsection 17(1A) defines the persons or bodies other than the Registrar whose publications or uses
of a design are not to be disregarded if they take place during the grace period, and is intended to cover
national and international designs offices.

New paragraph 17(1A)(a) covers a person in a foreign country entrusted with the registration of designs.
This is intended to apply to foreign designs offices, and corresponds with the definition of Office in the draft
Design Law Treaty.®

New paragraph 17(1A)(b) covers agencies or organisations established under, or in accordance with,
international agreements that have functions including publishing designs to the public. This is intended to
reach international organisations that publish designs to the public, including WIPO and any regional
designs registration bodies such as the European Union Intellectual Property Office.

The intention is that publication of a design by national or international designs office will not enliven the
grace period, in the same way as publication of a design by the Registrar. These are not inadvertent
publications that the grace period is intended to protect, but publication of designs applications for public
benefit under law. If an applicant who filed first overseas wishes to file in Australia, and the office where
they filed first has already published their design, they will need to rely on the Designs Act provisions
applying the six-month priority period under the Paris Convention11 rather than the grace period to
ensure the registrability of their design.

Consultation question: Is the exclusion of publications of foreign national and international designs offices
appropriate? Will it have any unintended consequences?

8 Compare the interpretation of the Patents Act grace period in relation to “whole of contents” prior art: Rozenberg &
Co Pty Ltd. v Velin-Pharma A/S [2017] APO 61 at [174] — [189]

9 Paris Convention for the Protection of Industrial Property of 20 March 1883. In appropriate circumstances, an
applicant who has filed an application for protection of a design in a Convention country may rely on s 27(1)(b) and

r 3.06 so that the priority date of their Australian design is the filing date of their application in the Convention
country.

10 Wworld Intellectual Property Organisation, Industrial Design Law and Practice — Draft Articles Art 1(ii), SCT/33/2, 16
January 2015, https://www.wipo.int/meetings/en/doc details.jsp?doc id=295316
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Subsection 17(1B): Proof of derivation of published design

New subsection 17(1B) is intended to reduce the level of evidence the owner of a registered design needs
to provide to prove that a third party publication or use was derived or obtained from a registered owner
(or their predecessor in title). Once a design is published on the Internet, it can be copied and republished
rapidly. Requiring a high level of proof of derivation would impose a heavy burden on design registrants
and detract from the intended beneficial effect of the grace period.

The effect of the subsection is that a design (the “other design”) that is published by a third party who is
not the registered owner (or the registered owner’s predecessor in title) is presumed to be derived or
obtained from the registered owner (or their predecessor in title) on two conditions.

Firstly, paragraph 17(1B)(a) requires the registered owner to show they (or their predecessor in title)
published or publicly used a design (called “the first design”) before the publication or use of the other
design.

Secondly, paragraph 17(1B)(b) requires the other design must be identical, or substantially similar in overall
impression, to the first design. The presumption is not intended to operate if the first design and other
design are not at least substantially similar in overall impression, since it would be unfair to infer derivation
in those circumstances.

The first design may or may not be the same as the subject design. This means that a registered owner can
rely on the presumption even if they registered a slightly different design to the first design they originally
published, consistent with the intent of the grace period to apply to the assessment of registered designs
that are slight modifications of prior-published or used designs by the registered owner.

Once the presumption applies, it may be rebutted, but only if it is established that the other design was
created without reference to, or knowledge of, the first design. Where the Registrar conducts an
examination, it is very unlikely that she could be satisfied that the other design was created without
reference to, or knowledge of, the first design, without presentation of additional material from the creator
of the other design. The presumption is most likely to be rebutted in an examination requested by the
creator of the other design, or in a Court action, where evidence of the circumstances of the creation of the
other design will be more readily obtainable.

Consultation question: Will the subsection effectively simplify proof of derivation for registered owners of
designs? Does it strike an appropriate balance between facilitating proof for registered owners and
permitting rebuttal by third parties? Are there any unintended consequences, or gaps in proof for registered
owners?

11 paris Convention for the Protection of Industrial Property of 20 March 1883. In appropriate circumstances, an
applicant who has filed an application for protection of a design in a Convention country may rely on s 27(1)(b) and
r 3.06 so that the priority date of their Australian design is the filing date of their application in the Convention
country.
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Subsection 17(1C)

New subsection 17(1C) is intended to clarify the relationship between the grace period and Section 18 of
the Designs Act. Section 18 applies where copyright subsists in an artistic work under the Copyright Act,
and an application is made by, or with the consent of, the owner of the copyright for registration of a
corresponding design.? In those circumstances, section 18 prevents the design being treated as other than
new or distinctive by reason only of the use of the artistic work, unless the previous use consisted of or
included certain conduct set out in ss 18(2)(a) and 18(2)(b).

New subsection 17(1C) provides that where a use is to be disregarded because of subsection 17(1), it must
also be disregarded for the purposes of section 18. This is intended to dispel any doubts that may exist as to
the relationship of the two sections. Once a use or publication is to be disregarded under section 17(1), it is
simply not relevant to section 18 (including paragraphs 18(2)(a) and (b)).

Section 18 will still need to be considered where uses of the artistic work occurred before the 12 month
grace period.

Consultation question: Does subsection 17(1C) satisfactorily address the relationship between section 17
and section 18?

Item 2: At the end of subsection 18(2)
[s 18]

This item inserts a note at the end of subsection 18(2) to provide a cross-reference to subsection 17(1C),
which explains the relationship of subsection 17(1) and section 18. The intended effect of s 17(1C) is
discussed above in item 1.

Item 3: Application and saving provisions
This item provides for the circumstances in which the amendments in this Schedule apply.

Subitem 3(1) provides that the new grace period provided for in new subsection 17(1) applies to a
publication or use that occurs on or after commencement of this Schedule. This is the case regardless of
whether the relevant 12 month period would begin before, on or after commencement of the Schedule.
This is intended to provide clarity for third parties about publications or uses in the lead-up to
commencement: these publications or uses will not be eligible for the general grace period.

Subitem (2) provides that new subsection 17(1) and related regulations as in force immediately before
commencement continue to apply on or after commencement in relation to a publication or use that
occurred before the commencement. This is intended to ensure that publications or uses that were covered
by the old grace period in subsection 17(1) continue to be covered in the same way after introduction of the
new grace period.

12 For “corresponding design”, see Copyright Act s 74
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Schedule 2 — Prior use defence
Designs Act 2003

Introduction

This Schedule amends the Designs Act to introduce an exemption from infringement of a registered design
by reason of prior use.

Currently, if a person starts to use a published design where there is no application for registration of that
design, there is no possibility that the person could ever infringe. This is because the publication of that
design would prevent registration, as the design would not be considered new.

The general grace period introduced by Schedule 1 changes this situation. It may introduce uncertainty into
the market because the publication of a design in the grace period will not necessarily prevent its
registration. Third parties are unable to predict if a design will later be registered, and therefore whether
they have freedom to operate in respect of the design. This could result in increased costs and risks to third
parties.

To address this concern, ACIP recommended the introduction of a prior use infringement exemption.!* The
exemption is intended to reduce this uncertainty and ensure that a balance will be maintained between the
rights of design owners and users.

Schedule 2 implements that recommendation by providing a prior use infringement exemption that
protects third parties who begin using a design after a disclosure (such as during the grace period), but
before the priority date of a registered design, permitting them to continue use even after registration of
the registered design. It ensures that third parties who act on disclosures without the knowledge that a
design right may subsequently be filed are not disadvantaged.

The prior use provisions are modelled on section 119 of the Patents Act.
Third party use that occurs between the priority date and registration is not protected by this prior use

defence. Third party use commencing in this period will be infringement if continued after the registration
of the design.

13 Advisory Council on Intellectual Property, Review of the Designs System, Final Report, March 15, p 27-28,
Recommendation 12
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Consultation question: We recognise that the amendments made by Schedule 2 do not provide relief from
infringement for third parties for potential infringement that may occur between the filing and registration
of a design.

Currently, infringement may occur as early as the filing date of the design. However, a design only becomes
publicly available after it is registered. This can be up to 9 months after filing date (6 months to request
registration and then approximately another 3 months to resolve any formality issues).

Accordingly, a third party who happens to begin use of that design (or a substantially similar one) may
infringe the design registration, even though it was not publicly available and therefore there was no way
that due diligence could have uncovered the risk of infringement. While the Act provides some relief for
“innocent” infringers, any use that occurs between the filing date and the date when the design was
registered has been held to be ineligible for relief.**

We are currently exploring options that would address this issue.

One option under consideration is to amend the Designs Act to expand the options for relief where a third
party begins using a design between filing and registration. Do you have any comments on this approach?

If the options for relief from infringement were expanded, do you have any views on the standard of proof
that should be required to provide relief from infringement before or after registration?

Item 1: After section 71
[s 71A]

This item inserts a new subsection 71A, which provides a complete defence to infringement when a prior
user has used a design before the priority date of the registered design.

The section is structured as follows:
e Subsection 71A(1) provides the general defence to infringement.

e Subsection 71A(2) limits the defence by preventing it applying if the triggering prior use had come
to an end before the priority date of the registered design.

e Subsection 71A(3) limits the defence by excluding certain uses derived from the registered design’s
owner.

e Subsection 71A(4) extends the defence to assignees of the entitlement to infringe.

Subsection 71A(1): General exemption from infringement for prior use

Subsection 71A(1) provides a complete exemption from infringement of a registered design if a person has
done one or more acts before the priority date of the registered design (acts ‘triggering prior use’), or taken
definite steps to do an act triggering prior use.

An act triggering prior use can be any act listed in paragraph 71A(1)(a). These are acts that would have
infringed the design that became registered (supposing it had been registered at the time). Each act is

14 Review Australia Pty Ltd v Innovative Lifestyle Investments Pty Ltd (2008) 166 FCR 358; [2008] FCA 74 at [45]
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described in terms of a product that embodies a design (called the “relevant design” in the section) that is
identical to, or substantially similar in overall impression to, the design that became registered.

The relevant design used by the prior user need not be identical to the registered design: it need only by
substantially similar in overall impression. This is intended to ensure that access to the prior use defence
remains available even if there are minor differences between the prior used design and the registered
design. It is a corollary to the amendments in Schedule 1 that provide that the grace period can apply in
respect of a published design that is substantially similar in overall impression to the design that is
subsequently registered (see notes on new subsection 71(1)).

Paragraph 71A(1)(a) lists the following acts:
e Making a product (subparagraph (i)
e Offering to make a product (subparagraph (i))

e Importing a product into Australia for sale or for use for the purposes of trade or business
(subparagraph (ii))

e Selling, hiring or otherwise disposing of a product (subparagraph (iii))
e Offering to sell, hire or otherwise dispose of a product (subparagraph (iii))
e Using a product for the purposes of any trade or business (subparagraph (iv))

e Keeping a product for the purpose of doing any of the things listed in subparagraphs (iii) and (iv)
(subparagraph (v))

Paragraph 71A(1)(b) provides that the exemption from infringement is also available if a person had taken
definite steps (contractually or otherwise) to do an act covered by paragraph 71A(1)(a).

The term ‘definite steps’ is intended to have its ordinary meaning, as interpreted by case law on the
equivalent provision in paragraph 119(1)(b) of the Patents Act®.

As with infringing acts in section 71, by reason of the presumption against extraterritoriality, the acts listed
in new paragraph 71A(1)(a) must occur in Australia.®

However, if definite steps are relied upon, these definite steps need not be undertaken in Australia. The
definite steps must be to do an act listed in paragraph (a), i.e. to do an act in Australia.

For example, a company in Australia contracts with a factory in New Zealand to manufacture a product
embodying a relevant design, intending to import it into Australia once manufactured. These are definite
steps to do an act in paragraph (a), in particular sub-paragraph (ii), i.e. to import the product into Australia.
Therefore, the prior use exemption applies.

15 See for example Welcome Real-Time SA v Catuity Inc [2001] FCA 445
16 See Review 2 Pty Ltd v Redberry Enterprise Pty Ltd [2008] FCA 1588 at [77], Led Technologies Pty Ltd v Elecspess Pty
Ltd at [89]
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The defence still applies if the contractual arrangement was made entirely in New Zealand, since the
definite steps need not occur in Australia.

On the other hand, merely manufacturing the product in New Zealand would not, on its own, demonstrate
definite steps to do an act in paragraph (a), and would not establish prior use.

Authorising one of the acts in paragraph (a) is not, in itself, prior use triggering the exemption. However, in
many cases, authorising one of the acts in paragraph (a) will be a definite step to do an act in paragraph (a)
and therefore may enliven the exemption.

Subsection 71A(2): Limitation of the prior use exemption where use had ceased

Subsection 71A(2) provides that the exemption from infringement of a registered design for prior use in
subsection 71A(1) does not apply if the triggering prior use had come to an end before the priority date of
the registered design. This reflects the approach of s 119(2) Patents Act.

As discussed above, the prior use exemption is intended to preserve third parties’ ability to adopt use of a
design in the time leading up to the priority date of a registered design, and continue that use thereafter. It
is unnecessary to protect merely historical prior use (that the prior user therefore has no interest in at the
time of the priority date) in order to achieve this purpose, and would disproportionately affect the rights of
the registered design owner to do so.

For example, a third party who ceased preparing to use the design — without ever advancing so far as to
publish or publicly use their design — might conclude that merely because a design had been registered, it
would be valuable to restart use. This would unfairly impinge on the rights of the registered owner, as the
third party would not be using the design but for its registration. It would also impinge on the public
interest in disclosure of designs, by reducing the third party’s incentive to make the design public.

Either the act triggering prior use or the definite steps to do such an act must still have been occurring at
the priority date (ss 71A(2)(a)(i) & 71A(2)(b)(i)), or if not still occurring, that must have been because of a
temporary cessation (ss 71A(2)(a)(ii) & 71A(2)(b)(ii)).

The protection of temporary cessations is intended to ensure that access to the prior use defence remains
available even if a pause in the use happened to coincide with the priority date of the registered design.

Consultation question: The concept of a “temporary” cessation is reused from the Patents Acts 119(2). Is
the expression “temporary cessation” sufficiently clear? If not, what would be a better standard?

Subsection 71A(3): Limitation of the prior use exemption if design derived from registered owner

Subsection 71A(3) provides that the exemption from infringement of a registered design for prior use in
subsection 71A(1) does not apply where the prior user has derived the design from the registered owner
(or from a predecessor in title).

This is intended to prevent the exemption applying after a prior user misappropriates the design, deriving it
from the registered owner who has kept the design private.

However, subsection 71A(3) also provides that the exemption does apply if the derivation from the
registered owner was done from information made publicly available by or with the consent of the
registered owner (or a predecessor in title). This protects the public interest in being able to freely use
publicly disclosed designs which are not the subject of a design application or registration.
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The subsection (in combination with subsection 71A(1)) therefore balances the relief given to registered
owners provided by the grace period in Schedule 1 with the rights and interest of third parties who start
using a design after its publication, but before an application for registration.

For example, consider a person who publishes an otherwise new and distinctive design and then applies for
its registration within twelve months. The design is registrable, since the grace period means the earlier
publication is not relevant to its newness or distinctiveness. However, if a third party has derived their own
design from the earlier publication, and has taken definite steps to begin making a product embodying that
design before the priority date of the registered design, they will be able to continue to use their derived
design without risk of infringement.

Consultation question: The expression “derived the relevant design from the registered owner” is adapted
from the Patents Act s 119(3), and reflects, to some extent, the standard used for the grace period in
Schedule 1. Is the expression “derived the relevant design from the registered owner” sufficiently clear? If
not, what would be a better standard?

Subsection 71A(4): Prior use exemption can apply to user’s successor in title

Subsection 71A(4) provides for a limited right to dispose of the entitlement to infringe (whether under
subsection 71A(1) or, after an earlier disposal, under subsection 71A(4)). The entitlement may be disposed
of, but the whole entitlement must be disposed of at once, and it must be disposed to “another person”,
not a number of other persons.

The right may be disposed of more than once. For example, A is the original prior user, and disposes their
entitlement to B who disposes their entitlement to C. A has an entitlement to infringe under

subsection 71A(1). After the first disposal, B has an entitlement under s 71A(4) to infringe. B disposes of
this entitlement to C, who then has an entitlement to infringe under s 71A(4).

The limited right of disposal is intended to permit prior users reasonable flexibility in transferring their
business, while not permitting the prior use right to be licensed and partially assigned as if it were a
registered property right.

Consultation question: Subsection 71A(4) does not permit licensing of the prior use right (in a similar way to
subsection 119(4) of the Patents Act). Some designers rely on third parties to manufacture, import, retail
and distribute their products. Would the narrowness of subsection 71A(4) prevent use of ordinary supply or
distribution chains by designers relying on the prior use defence? If so, how should the defence be modified?

Item 2: Section 72 (heading)
[s72]

This item repeals the heading for section 72 and substitutes it with a new heading to better identify the
infringement exemption provided by that section. This is because section 72 and new section 71A are both
infringement exemptions.

Item 3: Application provision

This item provides for the circumstances in which the amendments in this Schedule apply.
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The prior use exemption applies only in respect of infringement of registered designs that have a priority
date on or after commencement of this Schedule. The exemption will apply even if the act triggering prior
use, or definite steps to take such an act, took place before commencement.

The exemption from infringement for prior use reduces the rights of the owner of a registered design right,
and therefore the exemption will not apply to designs with a priority date before commencement, even if
infringement of those designs occurs after commencement.

Schedule 3 — Registration of designs — removal of
publication option

Designs Act 2003

Introduction

This Schedule amends the Designs Act to streamline the initial steps for registering a design. The overall
impact will be to reduce the number of deadlines requiring action by applicants while making it simpler for
them to delay publication of a new design until they are ready to launch in the market.

Automatic requests for registration and delayed publication

Some jurisdictions allow design applicants to defer publication of their designs. This allows the designer to
keep new designs confidential until they are ready to launch in the market.

The ACIP report considered deferral of publication. It concluded that the appropriate period of deferral,
balancing the interests of applicants and third parties, was six months. The ACIP report also recommended
that deferral should be accommodated in a way that minimises red tape and complexity for users of the
system.’

While not providing an explicit deferral system, this Schedule, consistent with the ACIP report’s
recommendations, amends the Act to allow applicants to effectively delay publication of their design for a
prescribed period (to be six months) from the priority date, with minimal red tape and complexity.

Following the changes introduced by this Schedule, when an applicant files, they can either:
e Request registration — seeking registration as soon as possible

e Notrequest registration — effectively delaying registration for the prescribed period from the
priority date, with the application proceeding automatically to registration (subject to a formalities
check) at the end of the prescribed period.

Once a design application is registered, the Registrar must make it available for public inspection, leading to
its publication.®

Applicants who have not requested registration will still be able to request registration at any time prior to
the prescribed period of six months expiring. Applicants might choose this option if they had initially
wanted to delay publication but now wish to pursue protection urgently.

17 Advisory Council on Intellectual Property, Review of the Designs System, Final Report, March 15, p 24
18 Designs Act s 60
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Applicants who want to ensure their application will not be registered must request withdrawal before the
end of the prescribed period.
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The following diagram illustrates an applicant’s options during the initial stages of their application:
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Publication only option

Currently, an applicant may request either publication or registration of a design upon or after filing a
design application.

The option to request publication instead of registration has been rarely used by applicants. It provides
minimal benefits to users, while adding complexity to the legislation and to administration processes.

Therefore, this Schedule removes the publication option.

Applicants who would like to strategically publish their design application can continue to do so by
registering their design without requesting examination and certification.

Summary of changes in the Schedule
This Schedule reforms the initial steps for registering a design by:

e Permitting an applicant to request registration of design upon filing a design application or during
the prescribed period.

e Removing the option to request publication only, as it was rarely used.

e Deeming an applicant to have requested registration if a request is not made within the prescribed
period, so, subject to a formalities check, registration is the default outcome for applications.

e Simplifying the process for registration of multiple designs. Where a design application contains
multiple designs, requesting registration of some or only one of the designs will not affect the
remainder of the designs. The applicant may subsequently request registration of the remaining
designs, allow them to proceed to a deemed request for registration after expiry of the prescribed
period, or withdraw or exclude them.

Consultation question: Are there any unintended consequences or problems you foresee in applications
being deemed to have requested registration?

Items 1 — 4, 6: Removal of reference to publication
[ss 20, 23, 24, 32]

These items remove references to “publication” in sections 20, 23, 24 and 32 of the Designs Act, as a
consequence of the option for publication of a design application being repealed by this Schedule.

Item 5: At the end of paragraph 24(1)(c)
[s 24]

Subsection 24(1) of the Designs Act requires that, if a design application meets the minimum filing
requirements under the Act, the Registrar must notify the applicant. If the applicant does not request
registration at the time of filing, the Registrar must include in that notification certain information about
how to request registration.
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This item adds a requirement to subsection 24(1)(c) that the Registrar must inform the applicant that a
request for registration may be deemed to have taken place after the prescribed period under subsections
35(4) and 35(5), as introduced by item 18 of this Schedule.

Item 7: Subsection 33(1)
[s 33]

This item repeals the previous subsection 33(1) of the Designs Act and substitutes inserts a new subsection
33(1). Under new subsection 33(1), an application will not lapse because the applicant did not request
registration within the prescribed period, as is currently the case under paragraph 33(1)(a). Instead, under
new subsections 35(4) and (5) introduced by item 18 of this Schedule, where an applicant does not request
registration within the prescribed period, the applicant will be deemed to have requested registration.

Under new subsection 33(1), a design application will only lapse if the applicant fails to respond to the
Registrar’s notification under section 41 to amend the design within the prescribed period. This is the same
as under current paragraph 33(1)(b), and under new subsection 33(1), the requirements for the applicant
to respond to the Registrar’s notification to amend the application under section 41 are unchanged.

Item 8: Subsection 33(3)
[s 33]

This item repeals subsection 33(3). As a consequence of item 7 amending subsection 33(1) to remove
paragraph 33(1)(a), subsection 33(3) is no longer necessary.

Items 9, 11, 12, 13, 14, 16: Removal of references to publication
[s 34, 35]

These items remove references to “publication” and to “Part 4” (of Chapter 4 of the Designs Act) in the Part
headings of Chapter 4 and in sections 34 and 35 of the Designs Act. This is a consequence of the removal of
the option to publish a design application without registration and the repeal of Part 4 of Chapter 4 under
item 23 by this Schedule.

Item 10: Section 34
[s 34]

This item updates the simplified outline of Chapter 4 of the Designs Act to reflect the changes made by this
Schedule.

Item 15: Before subsection 35(1)
[s 35]

This item inserts a new heading before subsection 35(1) of the Designs Act to assist the reader. The new
heading identifies that subsections 35(1) — 35(3) refer to “actual” requests for registration of a design —i.e.
those where the applicant has made a request to the Registrar, rather than being deemed to have made a
request under new subsections 35(4) and 35(5) inserted by item 18 of this Schedule.
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Item 17: Paragraph 35(2)(b)
[s 35]

This item repeals redundant cross-references to sections 37 and 38 of the Designs Act, consequential to the
repeal of those sections by item 19 of this Schedule.

Item 18: At the end of section 35
[s 35]

This item inserts new subheadings and new subsections 35(4) to (6), which provide for what happens when
an applicant has not requested registration of a design under subsections 35(1) — (3) or withdrawn a design
application under section 32, and the end of the prescribed period to do those actions has elapsed.

Under these new subsections, the applicant will be taken to have requested registration of the design.

Making registration the default result at the end of the prescribed period, subject to a formalities check,
will simplify the application process and thereby reduce the administrative burden on applicants, and the
likelihood of applications unintentionally lapsing.

Applicants who want to be assured of their entire application not proceeding to registration will need to
request withdrawal of the design application under section 32 before the end of the prescribed period.
Applicants who want to be assured of a particular subject design in their application not proceeding to
registration will need to request its withdrawal under section 32 or its exclusion under section 28 before
the end of the prescribed period.

Subsection 35(4): Deemed request for registration for applications in respect of a single design

New subsection 35(4) covers design applications containing a single design. At the end of the prescribed
period for making a request for registration, if the application has not been withdrawn under section 32
and the applicant has not requested registration under subsections 35(1) — (3), then the applicant is taken
to have requested registration of the single design.

Subsection 35(5): Deemed request for registration for applications in respect of multiple designs

New subsection 35(5) covers design applications containing multiple designs. As the note to the subsection
explains, each design disclosed in the application (‘subject design’) is to be considered separately to
determine whether a request for registration is taken to have been made.

For each subject design, at the end of the prescribed period for making a request for registration, the
applicant is taken to have requested registration of that subject design, if:

e The subject design has not been excluded or withdrawn from the design application;
e The design application as a whole has not been withdrawn; and

e The applicant has not already requested registration of the subject design under subsections 35(1)
-(3)
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Subsection 35(6): Relationship with section 36

New subsection 35(6) provides that section 35 is subject to new section 36 (as substituted by item 19 of
this Schedule). New section 36 provides for requests for registration to be taken to have been made where
the design application is in respect of designs excluded from an initial application.

Item 19: Sections 36 to 38
[ss 36, 37, 38]
This item repeals sections 36 to 38 and substitutes a new section 36.

Current section 36 makes special provision for requesting registration or publication of one or more designs
in an application disclosing multiple designs. Once registration of one or more designs has been requested,
restrictions are imposed on requesting registration of the remainder of the designs. This section is no
longer necessary, as it is replaced by the new simplified approach in section 35 as amended by item 18 of
this Schedule.

Existing section 23 makes special provision for a design application (a ‘further application’) to be filed in
respect of designs excluded from an earlier application (an ‘initial application’). New section 36 provides
that, where a further application is filed, the applicant is taken to have requested registration of all the
designs disclosed in the further application when it is filed. This replaces the repealed section 37, which
currently achieves the same outcome by requiring that the applicant makes a request for registration of all
the designs disclosed in a further application when it is filed.

Current section 38 deals with substituting requests for registration with requests for publication. This
section is repealed as the publication option is removed by this Schedule.

Items 20 & 21: Formalities checks
[ss 39, 40]

These items amend paragraphs 39(1)(b) and 40(1)(b) to clarify that in relation to formalities checks for the
registration of designs, the current provisions for actual requests for registration under subsections
35(1) — (3) also extend to deemed requests for registration under new subsections 35(4) and 35(5).

Item 22: Paragraph 41(c)
[s 41]

This item updates section 41 to correct the reference to section 33 as a consequential amendment to the
change to section 33 in item 7.

Item 23: Part 4 of Chapter 4

[Part 4 of Chapter 4]

This item repeals Part 4 of Chapter 4. Combined with the other amendments in this Schedule, this repeals
the option of requesting publication of a design without registration.

Items 24, 25, 28 — 35: Removals of reference to publication

[ss 60, 61, 108, 136, 137, 146, 149]
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These items remove references to “publication” in sections 60, 61, 108, 136, 137, 146 and 149 of the
Designs Act, as a consequence of the option for publication of a design application being repealed by this
Schedule.

Item 26, 27
[s 60]

These items remove references to “publication” in subsection 60(4) as a consequence of the repeal of the
option for publication of a design application by this Schedule.

These items also clarify the wording of subsection 60(4), as a consequence of the repeal of section 36 by
item 19 of this schedule, and the addition of new subsection 35(5) to simplify the process of requesting
registration of two or more designs in the same application at different times. Currently, where a design
application is made disclosing more than one design, subsection 60(4) prevents the publication of any part
of that application in respect of a design that has not been registered. The clarification ensures that if the
design is later registered, the prohibition in subsection 60(4) will no longer apply and the portions of the
application relating to that design must be made publicly available.

Item 36: Application provisions
This item provides for the circumstances in which the amendments in this Schedule apply.

Existing section 23 makes special provision for design applications (‘further applications’) to be filed in
respect of designs excluded from an earlier application (called the ‘initial application’). Paragraph 23(1)(d)
provides that in order for an applicant to file a further application under section 23, none of the designs in
their initial application may have been registered or published.

Subitem (1) provides that the amendments to section 23 apply to initial applications filed on or after
commencement. For initial applications filed before commencement, the existing section 23 will continue

to apply.

The effect of this is that where an initial application is filed before commencement, it will be possible
designs in it will be published under Part 4 of Chapter 4, whether before or after commencement. Subitem
(1) ensures that, in that case, despite the repeal of the publication option, it will not be possible to file an
application under section 23, since the existing section 23 will continue to apply to the relevant initial
application.

Subitem (2) provides the general rule. The changes listed in subitem (2) provide for the removal of the
publication option and other streamlining measures. They apply to design applications filed on or after the
commencement of the item.

It follows that design applications filed before commencement that have not been either registered or

published at commencement will be subject to the current system. In particular, publication may still be
requested, and if no request is filed in the prescribed period, the applications will lapse.
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Schedule 4 — Right of exclusive licensee to bring
infringement proceedings

Designs Act 2003

Introduction

This schedule amends the Designs Act to allow an exclusive licensee of a registered design to commence a
legal action against third parties for any alleged infringement of the registered design.

Currently, under subsection 73(1) of the Designs Act, a registered owner has standing to commence an
infringement action, but no other person. If a registered owner grants a licence to another party to exploit
the registered design, the licensee is unable to commence an infringement action. However, when an
exclusive licence is granted, it permits the exclusive licensee to exploit the registered design to the
exclusion of all others, including the licensor or registered owner.'® In the case of other IP rights, an
exclusive licensee (or similar person) does have standing to commence a legal action.?®

An inability to commence infringement proceedings hampers the ability of exclusive licensees to enforce
the design rights that they have licensed. When an exclusive licence is granted, it is often because the
registered owner is domiciled outside of Australia. Consequently, a foreign based owner may not be
strongly motivated to assist in pursuing a local alleged infringer either because of the cost associated with
doing so, the administrative burden it may create.

ACIP recognised this problem and recommended that the legislation be amended to include that
infringement proceedings can be brought by an exclusive licensee.?! The Government accepted that
recommendation.??

This Schedule implements this recommendation by giving exclusive licensees standing to commence
infringement proceedings under the Designs Act. It is appropriate that an exclusive licensee have this
standing, because as the party with the exclusive right to exploit the design in Australia, the exclusive
licensee is the party that will suffer the most harm 