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EXECUTIVE SUMMARY

The Parliamentary Secretary to the Minister for Industry, Tourism and Resources has asked the
Australian Council for Intellectual Property (ACIP) to examine whether the current exclusion for
plants and animals in the innovation patent, which was brought into force on 24 May 2002, is

Jjustified.

AFFA considers that the ACIP discussion paper setting out the background for this examination
did not provide an adequate basis for consideration of this complex issue. In particular, it did not
provide enough information on the types of innovation in plants and animals that may be covered
by an innovation patent, nor on the tests for an innovative step that applicants need to satisfy in
order to be granted an innovation patent. The discussion paper did not demonstrate the need to

remove the exclusion on plant and animal material.

AFFA recognises that ACIP will attempt to address some of these issues, through meetings and
consultation. However not all stakeholders that may be affected by the outcome of this process
may have adequate opportunity to comment. Also, AFFA draws the attention of ACIP to an
independent inquiry into gene patenting, which is expected to commence later this year or early
next year. Any consideration of removing the exclusion from the innovation patent should await

the outcome of that broader inquiry.

Consideration of the national benefits of removing the current exclusion must take account of the
global environment in which Australian agricultural trade and economic interests compete with
those of others. In particular, Australia is a net importer of intellectual property, which helps
maintain the competitiveness of our agricultural sector and drive our exports. Whether and to
what extent intellectual property protection should apply to biological material is contentious and
remains under active consideration, including in trade related fora. Establishing an intellectual
property system for plants and animals that has virtually no international equivalent would run

significant trade and economic risks.

When examining the suitability of the innovation patent for granting intellectual property rights
in plants and animals, due consideration must be given to:

e The differential treatment applying to plants and animals relative to other subject matter
in international law and agreements on intellectual property and the need for policy
coherence in respect of Australia’s domestic intellectual property regime vis a vis that of
our trading partners; :

o The appropriateness of the balance between private benefit and public good that 1s struc

by the innovation patent and whether this balance will produce a net benefit, including
promoting plant and animal innovation;

The peculiar characteristics of plants and animals and the related practical implications
for intellectual property rights and whether the innovation patent is able to take these into

account without being open to misuse.

Currently, there is hardly any conflict evident between the features of the standard patent and
those of a PBR, because it is so difficult for an applicant for a standard patent in a plant to meet
the criteria of a standard patent. The Government's stated intention is that the innovation patent
should help enterprises obtain quick, relatively cheap rights for lower level incremental
inventions that could not be protected under the standard patent system.




Tt is the combination of the intended ease with which applicants can purchase an innovation
patent and the features of the innovation patent, which the Government deliberately transferred
from the standard patent system, that would raise significant issues for plant and animal
innovation as well as for the different forms of intellectual property protection legislation (the
innovation patent and the PBR scheme), should the current exclusion be removed.

Plants
In AFFA's view, which draws on 15 years’ experience developing, implementing, operating and

refining the Plant Breeder's Right (PBR) scheme, the innovation patent is ill suited for plants

because it:
e Does not accommodate the peculiar characteristics of plants as recognised

internationally;
o Imposes significant limitations by providing capacity for total "lock-up" of patented
plants from later use in commercial research and development;
Limits the commercialisation of incremental spin-off innovations/improvements;
Has no automatic requirement to provide reasonable public access to the invention at

reasonable quality, quantity and price;
e Does not include a provision allowing farmers to save seed for the sowing of

subsequent crops;
e Does not facilitate the production of harmonised description of varieties needed for
rigorous examinations against existing varieties including those already covered by

intellectual property protection;
e Promotes an environment of uncertainty and litigation.

In contrast, the PBR scheme was specifically designed to address just such issues and is
harmonised with international agreements on intellectual property of plant varieties. AFFA’s
experience is broadly that industry, users and consumers support the existing specifically limited
monopoly rights and balance of private right and public good available under the PBR scheme.

In AFFA’s view, the introduction of innovation patent coverage for plant varieties alongside the
existing sui generis’ PBR scheme would:

o Increase levels of legal uncertainty and litigation because of the conflict arising from
the overlap between the PBR scheme and the innovation patent and the potential for
mis-use of the latter. This would potentially place Australia’s reputation as a
responsible intellectual property recipient (and exporter) at risk and lower our
credibility in related international fora;

Decrease the level of investment in incremental breeding because of the relative ease
with which innovation patents are granted, enabling innovation patentees to restrict
the “creeping” innovation on which most plant breeding is based; -

Decrease the importation of plant varieties into Australia for use in deriving new
plant varieties that are adapted to local conditions.

Animals
In AFFA's view, the innovation patent is ill suited for animals because it:

e Does not accommodate the peculiar characteristics of animals as recognised
internationally;

e Imposes significant limitations by providing capacity for total "lock-up" of patented
animals from later use in commercial research and development;
Limits the commercialisation of incremental spin-off innovations/improvements;

! sui generis: of its own kind, unique




o Challenges long-standing practices in relation to ownership of animals and breeding
potential.

AFFA notes the existing and long-held practice that ownership of animals, including livestock
and working animals, implies ownership of breeding rights and that restrictions put in place by
innovation patent holders would go against this practice, with no demonstrated benefit. The
relative ease of obtaining an innovation patent could enable patent holders to restrict the
"creeping" innovation on which most animal breeding is based relatively easily and with little
cost. AFFA also notes the practical difficulties of distinguishing existing animal breeds against
an innovative step - as opposed to an inventive step — and that difficulties in satisfying the
reproducibility criterion make patents on animals "quite rare". Instead, patented animals are

mainly for use in laboratory research.

There exists no sui generis system for animals analogous to PBR in Australia or, as far as AFFA
is aware, overseas.

Conclusion _
AFFA concludes that the current exclusion for plants from the innovation patent is justified and

should remain in place.

AFFA concludes that the case for removing the exclusion for animals from the innovation patent
has not been made and that any such move should be considered carefully. Included in this
consideration must be an assessment of the costs and benefits associated with removing the
exclusion and the appropriate balance between private right and public good in both national and

international contexts.




CONTEXT OF THE EXAMINATION

The Parliamentary Secretary to the Minister for Industry, Tourism and Resources has asked the
Australian Council for Intellectual Property (ACIP) to examine whether the current exclusion for
plants and animals in the innovation patent, which was brought into force on 24 May 2001 as a
result of the passage of the Patents Amendment (Innovation Patents) Bill 2000, and subsequent

amendment of the Patents Act 1990, is "justified".

ACIP released a discussion paper on this topic and asked for comment. In particular, they
sought comment on the following:

1. Isthe current "gap" in intellectual property (IP) protection for inventions with a lower
level of threshold, that involve plant and animal subject matter, seen as an existing or
potential problem?

2. Given the existence of the standard patent system and the PBR system, is there a need for
those involved with plant and animal subject matter R&D in Australia to be able to protect
their research with the innovation patent?

3. What, if any, are the national benefits of excluding plant and animal subject matter from
the innovation patent?

4. What impact would the innovation patent have on non-IP right holders were it to include

plant and animal subject matter?

AFFA'S SUBMISSION

AFFA's submission presents comments about the examination process and about the substance
of the examination. Within the substance of the examination, AFFA's submission addresses
issues raised in the discussion paper circulated by ACIP, as well as other relevant matters.

AFFA's submission‘provides:

. Information on:
o The innovation patent, and
o Intellectual property protection systems in agriculture in a domestic and

international context;
e An analysis of the suitability of the innovation patent as an intellectual property protection
system for plants and animals, within a domestic and international context;
o AFFA's responses to the 4 questions posed by ACIP; and

o Conclusion
Comments by AFFA on Process Issues

AFFA has some concerns about the process followed by ACIP:

. The discussion paper provided by ACIP was an inadequate basis for consideration of this
complex issue, especially by stakeholders that would be affected by the proposed
alteration.

o In this context, AFFA welcomes ACIP’s offer to hold seminars or consultative
meetings on this complex matter, with the broader non-expert community,
including those affected by the outcomes of this process.

J ACIP may also wish to consider whether consumers, producers and users are adequately
represented on the ACIP review panel, to enable their views to be represented effectively.




AFFA draws to ACIP’s attention current consideration for an independent public inquiry into
gene patenting to commence later this year or early next year. AFFA's view is that any
consideration of removing the exclusion for plants and animals under the innovation patent
should await the outcome of the broader review of gene patenting.

The Innovation Patent

The standard patent system has grown from the need to foster innovation and protect intellectual
property in industrial products and processes. Under the standard patent system, an applicant
cannot generally use an existing patented invention for further incremental innovation to meet

the same, or similar, objective.

The innovation patent was conceived out of a need to provide Australian businesses with a
'second tier' mechanism to gain intellectual property rights over these 'incremental’ innovations
that would not be sufficiently inventive to qualify for standard patent protection. The innovation
patent has a lower inventive step (called an "innovative" step) than a standard patent and a faster,
* cheaper application process with no substantive examination of an application by IP Australia
before grant of right (as is the case with the standard patent). However, the substantive
examination is still available to applicants or third parties "at any time it becomes necessary",
such as within the context of a patent dispute. The innovation patent lasts for 8 years.

As well as appealing to those large enterprises that wish to protect incremental inventions that
would not satisfy the criteria of the standard patent system, the innovation patent is designed to
appeal to small and medium enterprises and individual inventors who might be "intimidated" by
the former petty patent system or to "new or unsophisticated users" of the industrial property

system, as based on experience with similar systems overseas.

At the time of its introduction, the Government noted that at least 48 other industrialised
countries (including Germany and Japan) have already introduced second tier systems of
industrial property rights for local industry consisting of utility models and design registration
schemes. However, AFFA is not aware of any system comparable to the innovation patent that
covers plants anywhere in the world. The United States of America (USA) allows patenting of
plants under their standard patent and also a plant patent. However, the criteria that must be
satisfied for a successful grant of the plant patent are consistent with the International
Convention for the Protection of New Varieties of Plants (UPOV) and are completely different

from those applied under the innovation patent.

The Patents Amendment (innovation patent) Bill 2000 specifically excluded plants and animals
and the biological processes for the generation of plants and animals from the scope of the
innovation patent. However, the exclusion does not apply to processes that use a plant or animal
(or parts thereof) but do not result in a plant or animal. The amended Patents Act entered into

force on 24 May 2001.
Intellectual Property Protection Systems in Agriculture

As well as having access to the standard patent system for intellectual property protection of
products such as machinery, chemicals and genetically modified crops used in agriculture, there
already exists a sui generis system of intellectual property rights for plant varieties, called Plant
Breeder's Rights (PBR), which is based on an internationally agreed model set down in the
International Convention for the Protection of New Varieties of Plants (UPOV).




Plants

The Commonwealth is still administering the Plant Variety Rights Act 1987 and the successor
legislation, the Plant Breeder's Rights Act 1994. The 1994 Act was harmonised to the revised
International Convention for the Protection of New Plant Varieties 1991, which Australia took
an active role in negotiating. Australia ratified the Treaty in 2000 and it is still in force. The
PBR scheme has been endorsed by successive Commonwealth Governments. For over 15 years,
the legislation has successfully promoted innovation in plant varieties through an internationally
harmonised and recognised regime, which has provided access to the world's best varieties and
associated technology and investment and the opportunity to export Australian varieties into 51

markets with harmonised intellectual property protection.

In relation to propagating material of the registered variety, owners have exclusive intellectual

property rights to:

(a)  produce or reproduce the material;

(b)  condition the material for the purpose of propagation (conditioning includes
cleaning, coating, sorting, packaging and grading);

© offer the material for sale;

(d)  sell the material;

(e) import the material;

® export the material; and

(g)  stock the material for any of the purposes described in (a) to (f).

In certain circumstances, principally if the breeder has not had a reasonable opportunity to
exercise the right on the propagating material, PBR extends to harvested material and, subject to
a similar set of qualifications, to products obtained from harvested material.

Exceptions to the PBR are the use of the variety:

J For private uses;

e  For non-commercial purposes,

. For experimental purposes, (including research),

o For breeding other plant varieties, with a view to producing and commercialising
incrementally improved varieties,

e  For farm-saved seed

A variety can be used for these purposes irrespective of the existence of a PBR. A PBR can only
be granted if a variety meets strict criteria of newness, distinctiveness, uniformity, stability and if
the variety has a plant breeder. A PBR extends for 25 years for trees and vines — or 20 years for
all other plants - providing that the conditions of the PBR are met and all fees are paid. Under a
PBR, the public has a right to reasonable access to the variety in terms of quantity, quality and

price.

The PBR scheme was established with direct references to and a minor overlap with the pre-
existing scheme of standard patents and, consistent with its international model which recognises
the special nature of intellectual property in plants, consciously removed some key

characteristics of patents that the Government and the community did not wish to extend to
plants. The Government consciously constructed the PBR scheme to balance private and public

good rights taking into account that:
. World's best practice was established under the multilateral UPOV Convention;




