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Kathryn Adams

Firstly, I would like to commend ACIP for preparing such a comprehensive Options Paper, covering a diverse range of issues and perspectives.  This is an excellent coverage of the PBR system and some of the issues arising from its operation and enforcement.

SUMMARY OF KEY POINTS RAISED IN THIS SUBMISSION
The following is a summary of comments made in more detail under each option in the body of this submission:
· Consideration could be given to broadening the scope of the rights under section 11 to give the exclusive right to use the variety (not just the propagating material), where use includes all the acts currently listed.  This would then allow the removal of sections 14 and 15 and associated difficulties with 'reasonable opportunity'.  It would still be consistent with the UPOV Convention which allows additional, optional acts to be covered.

· Section 23 would then need to be amended to provide for exhaustion of the rights after the first use made with the consent of the PBR owner, subject to the current provisions in clauses 23(1)(c) and (d).

· Keep the farm-saved exemption but:

·  clarify that the PBR owner can exercise their rights over second and further generation crops that is not kept for resowing
· add a provision requiring that the user of the exemption provides an annual return to the PBR owner outlining the amount of material propagated

· provide the PBR owner with right of entry to audit the return.
· if section 11 is amended to cover ‘use’, the PBR owner, on receipt of the annual report, could then inform the grower whether a royalty is payable on the propagating material or on the harvested material.

· The introduction of EDV needs reassessment as:

· it turns the PBR system from one based on 'distinctness' to one based on a market/commercial benefit test of 'important' difference – such a market test is not normally the role of IP legislation in Australia.

· the issue of essential derivation is a consequence of the exemption for plant breeding.  If this exemption did not exist, then the breeder would be recompensed if others used the protected variety for breeding purposes.  If the exemption should remain (as most reviews show) to benefit breeders, then perhaps the quid pro quo is that others may derive varieties as long as they are distinct enough to meet the DUS test – EDV is an unnecessary attempt to define something that is not easily definable
· If plant breeding increasingly embraces molecular technology there could be a situation where a majority of new varieties are EDV – is that really what plant breeders want?
· therefore Australia should only embrace the concept of EDV to the minimal level required to meet UPOV obligations; this could be done by adopting  the UPOV definition

· Decisions on EDV are more a matter for the courts and not the IP regulator

· Trying to be too prescriptive and to define terms with an accepted legal meaning reduces flexibility and can cause more issues than they resolve

· The development of a register of appropriately qualified ADR mediators would be a positive step.  The question then arises as to who would do this – the Court?  the Institute of Arbitrators and Mediators Australia?

· Education and training is a key element to ensure users of the PBR system better understanding rights, obligations and commercial benefits that arise through intellectual property, including PBR.  This is an ongoing issue and needs incorporating in industry conferences and workshops and formal agricultural courses

· There is uncertainty about end point royalties.  Under the current Act these are not generally a result of the triggering of sections 14 and 15, as the breeder would need to show lack of 'reasonable opportunity' on a case by case basis.  It can be argued that even where these sections are triggered, the PBR owner could only exercise their right by taking action for infringement.

End point royalties are a contractual condition of use ie the PBR owner will allow someone else to use the protected propagating material in exchange for a royalty on the harvested crop.

· PBR is a sui-generis system under section 51(xviii) of the Australian Constitution.  The validity of the scheme was upheld in the Grainpool case in 2000.  Any changes that are recommended by this Review should be consistent with the principles of intellectual property outlined in that case to ensure that the PBR scheme retains its Constitutional validity.

SPECIFIC COMMENTS ON OPTIONS AND QUESTIONS

Concerns with the Current Law

3.1 Exclusive rights Granted

Option 2 and 3

The current structure of sections 11, 14 and 15 causes confusion in a number of ways:

· Section 11 relates only to propagating material, but if sections 14 or 15 are triggered, then the harvested material or product is deemed to be treated as if they were propagating material.


· End point royalties which are put in place as a contractual term of use of a protected variety are often mistakenly treated as if they arise due to the activation of sections 14 and 15, whereas, in reality, very few end point royalty schemes in Australia arise because the breeder has not had reasonable opportunity to exercise rights over the propagating material.  To trigger sections 14 or 15, the breeder would have had to try to exercise the rights over the propagating material to demonstrate that they did not have ‘reasonable’ opportunity', on a case by case basis.

End point royalties are generally contractual conditions under which the PBR owner allows another person to use their protected propagating material in exchange for a payment based on quantity of crop harvested (see section 13 for further discussion on this).


· It is hard to distinguish when some species are being ‘propagating material’, ‘harvested material’, or products of harvested material.

For these reasons it may be simpler to put these 3 sections together into a single section about ‘use’ along the lines of:

Subject to sections 16, 17, 18, 19 and 23, PBR in a plant variety is the exclusive right, subject to this Act, to use, or to license another person to use, material of the variety, where use includes, but is not limited to:


(a) produce or reproduce the material;


(b) condition the material for the purpose of propagation;


(c) offer the material for sale;


(d) sell the material;


(e) import the material;


(f) export the material;


(g) stock the material for the purposes described in paragraph (a), (b), (c), (d), (e) or (f). 


This would cover propagating material, harvested material and product of harvested material (and would not be inconsistent with UPOV as UPOV allows optional extension of the rights in addition to their application to propagating material). 
The section on Exhaustion of PBR would then need to say that the right can only be exercised once by the holder of PBR, unless it involves those things set out in 23(1)(c and d).  
Education and training programs need to make it clear that in exercising PBR, the owner can put in place lawful contractual conditions which are beyond the scope of the PBR Act and could presumably include additional payments anywhere along the chain (just as current end point royalty schemes).  Some call this double dipping, but, in most cases, it is a lawful contractual practice and users of PBR need to be further educated on the difference between provisions of the Act and additional provisions that may be included through contract and are negotiable.

3.2 Extended Rights and Reasonable opportunity


Options 4-8

If Section 11 was amended in line with the suggestion for option 2 above, sections 14 and 15 would no longer be required and no-one would need to demonstrate ‘reasonable opportunity’ or to clarify the position of species that are both propagating and harvested material.

3.3 Farmer’s privilege and balance of rights – all taxa

The last para of section 3.3.1 of the Options paper refers to the Cultivaust case saying that “Seed saved from subsequent generations, and all non-saved seed, is still subject to PBR”.  My interpretation of the case is that farmers are allowed to continue to save seed for their own use in accordance with section 17 but when they harvest crop from second and future generations, then section 14 or 15 may kick in for any of that crop that is further retained for planting - para 188 of Cultivaust:
It directs that s 14(1) applies to the harvest from farm-saved seed, except for that part of the harvest which is itself retained as farm saved seed.  Section 17(1) enables a grower to retain farm saved seed from the crop grown from legitimately acquired seed, or from a further crop grown from farm saved seed.  Section 14(1) deals with the status of crops grown from farm saved seed, if that crop is itself propagating material.  The harvest from farm saved seed, except for further farm saved seed, is to be treated as if it were propagating material to which s 11 operates, that is it is propagating material the subject of PBR  

Options 9-11

The exemption needs clarifying.  This could be achieved by:
· Making it clear that the PBR owners can exercise their rights over second and further generation crops

· adding a provision requiring the user of the exemption to provide an annual return to the PBR owner outlining the amount of material propagated - this would be similar to part of the  European system but would not add the administrative layers of determining price or exempting small growers – the proposed system would be up to the owner, grower and courts to administer
· providing the PBR owner with right of entry to audit the return.

· if section 11 is amended to cover ‘use’, the PBR owner could then inform the grower whether a royalty is payable on the propagating material or on the harvested material.

3.4 Farmer’s privilege and asexually propagated taxa

Option 13-14

There does not seem to be any major advantage to changing this provision.  The real issue is to ensure there is a mechanism for owners of PBR to exercise their rights (once only) anywhere down the chain and for there to be an obligation for a person using the section 17 exemption to be required to report to the owner, as outlined above.

3.5 Essentially derived varieties
There are 3 issues that make essential derivation difficult to tackle equitably:

· PBR is based on ‘distinctness’ not merit or commercial benefit.  However the definition of EDV turns it into a benefit based system eg ‘important’ characteristic – a market test, which is not the role of IP legislation in Australia. 


· The exemption provided for plant breeding, and the acceptance of discoveries (under certain circumstances) mean that most varieties will be derived from other varieties to a greater or lesser extent.  The simplest way of dealing with the matter would be to remove the exemption for plant breeding, but reviews to date have not recommended this path, as plant breeding depends on availability of a diversity of genetic material.

· Plant breeding is not related necessarily to level of investment.  Some breeders can develop quite different varieties with a small investment and others require a much more significant investment whether or not EDV is involved.  It is therefore not an equitable or valid argument to say that an EDV gives the second breeder a greater financial advantage.  


· Molecular breeding techniques are becoming more important and we could envisage a time where the only breeding is by genetic change to an existing variety – therefore many new varieties could be EDVs.

Options 15-19

Consideration should be given to ensuring that varieties are distinct, with less emphasis on how this was achieved.  If breeders and users want to retain the ‘breeding exemption’, then EDV is an inevitable consequence and may need to be accepted, with provision being made for a declaration only in the most deliberate cases of misuse of protected genetic material. 


If Australia needs to continue with the EDV provisions to reflect the UPOV requirement, the best option may be to mirror the UPOV provisions and then rely on international guidelines to implement them.  
Options 20-22

The Courts are the most appropriate place for resolving EDV disputes for all the reasons given in the Options paper.

3.6 Exhaustion of PBR

Options 23-24

As noted under Option 2, this section needs to make it clear that the right can only be exercised once, subject to the limitations currently in section 23 of the Act.  
The principle that the section should achieve is that the PBR right is exhausted once the grantee has exercised the right (what this means will depend on the final form of Section 11) except as provided for in the current s23(1)(c and d).

3.7 Lack of Clarity

Options 25-26

It is dangerous to try and define things which have an accepted legal meaning eg “reasonable”, as you lose flexibility.  Legislation which has clear outcomes and leaves the method of achieving that to the market is generally a more equitable approach.

Some sections of the Act could be rewritten to more clearly state their intent.  In other cases issues could be simplified by extending the scope of the right and merging confusing sections.  eg combining sections 11, 14 and 15 could give a clearer statement of the scope of the rights.


EDV will always be difficult to put into legislation as it is imprecise and inconsistent with the rest of the intent of the Act (ie an objective test of distinctness vs a subjective market test of commercial benefit)


The recommendations from this review should identify areas where greater clarity is required and the principles and outcomes that a Parliamentary drafter could then put into the legislation.

3.8 Pre-grant enforcement


Options 27-27

While this may appear attractive at first instance, there does not appear to be strong evidence that it would work effectively and it could engender more litigation than it saves, particularly if action is initiated and rights are then not granted.

4 FMC and PBR


Options 29-30

The FMC would seem to be an appropriate option for small matters, so jurisdiction could possibly be determined by value of damages sought.  

5 ADR and PBR

Options 32 and 33

The establishment of a Register of mediators with PBR and plant breeding expertise would be a good first step.  The question then becomes ‘who would do this’?  The options include :

· IP Australia

· The Institute of Arbitrators and Mediators Australia

· The Court


6 Criminal Sanctions and PBR


Options 34-36

The current provisions should be adequate; until the evidentiary issues are resolved there would seem little point elevating the issues to an area of even greater burden of proof.  

7 Acquisition of evidence

Options 37-39

The UK system looks as if it would be worth further examination.

In addition there would be merit in industries that are pursuing this issue to ask their industry organisations who invest in agricultural R&D to put more emphasis on developing scientific methods for variety identifications and analysis that would be acceptable to the courts.

8 Customs provisions for PBR

Options 40-41

Any mechanism here would need to be voluntary so that the PBR owner could opt in or out.  Otherwise the cost could be prohibitive.

9 Exemplary damages

Options 43- 44

Introduction of exemplary damages would be a useful addition and help address a number of the other issues raised in relation to the difficulties of enforcement of PBR.

10 Central Information and collective peak body

Question 1

While the establishment of a central body would be useful, it is a commercial issue and not the role of government.  Most developed country governments do not do this for other forms of intellectual property, and a case has not been made to demonstrate market failure or public benefit sufficient to warrant government intervention in what is basically a commercial issue.


11 Education and Awareness  

Questions 2 and 3

Education and training is an ongoing activity that each industry needs to embrace and assist its members understand the importance of PBR to their businesses.

To date, many industries have not given these issues a high priority; effective mechanisms require a series of parallel actions including:

· Incorporating sessions on PBR and other intellectual property in their annual conferences

· Running specific grower workshops as part of crop updates and other grower events

· Providing news items in regular industry Newsletters

· Seeking advice from their members on what they need to understand to make PBR issues relevant to them

· Inclusion of PBR in agriculture and horticulture courses as a core component

· Working with organisations like ACIPA to tailor specific programs for each industry group and keeping it up long term – with a target of >50% of growers attending some form of workshop over 3 years and then annual updates thereafter.  It is important to train the industry leaders, who can then take a more active role in training programs

· Government’s role, through IP Australia, is to provide up to date information on their web sites and in person to assist those developing the training programs.

TAFE courses should also incorporate courses and this could be either be developed with IP Australia or through specialist IP/PBR educators.

12 Standard Contracts

Question 4

The initiative being undertaken to develop a standard contract is extremely important.  However, contracts often require negotiation depending on the particular facts of the case and the parties involved.  The standard contracts are a starting point, together with a compendium of clauses to cover a range of negotiable options.

However, at the end it is also important that each party seeks its own legal advice to ensure that the negotiated outcome is still what they wanted.

The government should not be involved in this process, other than through its arms that use the IP system for scientific and/or commercial purposes eg State Departments of Primary Industries which breed new plant varieties, CSIRO, R&D Corporations, CRCs.

13 End Point Royalties

General comment on End point royalties
The first paragraph in section 13.1 states that royalties on protected plant varieties can be collected in a number of ways, and then mentions sections 11, 14, 15 and a combination.  The second paragraph states that if collected under section 14 and/or 15, they are known as end-point royalties.  

My first comment is that the PBR Act makes no reference to royalties or how they might be collected.  All the Act does is provide the grantee with a right to exclude others from doing the things with protected propagating material under section 11 (subject to the exceptions) and in certain circumstances, those same things with the harvested material and products of harvested material. 

If the grantee then wants to allow others to do these things, and to charge them royalties for it, the grantee will need a contract setting out the terms of use, including the royalty.  Because it is the propagating material to which section 11 refers, that is generally where the royalty will be charged.  If the triggers for section 14 and 15 are met, then harvested material and/or products from the harvested material can be treated as if they are propagating material.

From the Cultivaust case, it may be debatable whether or not this gives the grantee the right to exercise the rights over this material by charging a PBR royalty or whether it just means that they can take action for infringement. The grantee would be able to exercise their rights over the section 14 and 15 material by taking infringement action against the person who has done the section 11 acts in relation to harvested material or product of harvested material, which is then deemed to be propagating material by virtue of the triggering of section 14 or 15.

Most end point royalties in place in  Australia today are a contractual condition that the PBR owner requires before another person is allowed to access the protected material (you can use my protected propagating material on the condition that you pay me $x on the harvested crop). They are triggered by a contractual term and not by the operation of sections 14 and 15. This is an area of considerable confusion and hence the proposal under Option 2 of this submission to try and put sections 11, 14 and 15 into a single provision of the Act.

Question 6

The answer to this question is dependent on changes that may be made to sections 11, 14 and 15.

If no changes are made to those sections, end point royalties are a contractual term of use of the propagating material and may be charged in addition to any propagating material royalty, as discussed earlier.

The difference between an infringement of section 11 in relation to the propagating material and infringement of a contractual term is that the penalties and remedies in the PBR Act can be invoked, whereas the use of end point royalties over harvested material (which is not propagating material of that variety) means that the only remedies are for breach of contract, unless sections 14 or 15 have been triggered.

If changes are made to section 11 to cover 'use', then the contract could still specify collection of royalties at any point but all material would be protected and PBR infringement could apply until the point of exhaustion under section 23.
Options 45 and 46

Successful prosecution of mendacious variety name declaration depends on rapid identification methods at the point of royalty detection rather on the need to change the legislation.

Question 7

The role of government is to provide a workable legislative framework to provide breeders with a mechanism to control the use of their inventions in exchange for making it publicly available under reasonable conditions.

The benefit of doing this in accordance with an international Convention is that the system is then consistent internationally.  Enforcement of all intellectual property rights requires investment in evidence gathering, as with any litigation, but dealing with biological material makes identification more difficult. 

Government's key role is then to regularly review the operation of the legislation to determine if it is meeting its stated objectives, if not, why not and changing it to work more effectively where necessary.

Government’s role in intellectual property should be consistent across the types of IP ie patents, PBR, trade marks, design, copyright etc.
�	 Senior Research Fellow, Australian Centre for Intellectual Property in Agriculture (ACIPA), Griffith University, Nathan Queensland (first Registrar of Plant Variety Rights)


� Paragraph 200 of Cultivaust case says: “By the exercise of PBR, the harvest would not become subject to PBR, but the grower would be liable for infringement of the PBR including accounting for the benefits of the infringement.”








11

