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INTRODUCTION:-

SUBJECT: Issues Paper dated January 2004 released by the Advisory Council on Intellectual
Property (ACIP) concerning a review of the relationship between trade marks and business

names, company names and domain names (the ACIP Paper).

PURPOSE: To provide comment on the ACIP Paper that raises a broad range of issues which if
implemented would, from an Office of Fair Trading (OFT) perspective, have a significant impact
on the future administration of the Business Names Act 1962 (BN Act) in Queensland and also

would, in certain circumstances, heavily impact on the business community.

SCOPE: To address matters raised in the ACIP Paper but with a particular focus on issues that
directly relate to the BN Act.

For the purpose of ease of reference, the ACIP Paper headings and submission invitation boxes

have been used in this OFT Response Paper.

GENERAL COMMENTS: The registration of business names is a mandatory requirement in all

States and Territories (States), through the enactment of statutes in each jurisdiction.

The purpose of the BN Act is to establish a public register whereby interested parties can
ascertain the names and other details of persons who may conduct business under a business

name.

A person, in having their business name registered, merely ensures that they have complied with

the specific provisions of the BN Act.

The Principal Direction issued by the Minister for Fair Trading, under the BN Act, sets the
parameters for the registration of new business names. In general terms, the Direction requires a
“subjective names test” to be applied against existing Queensland registered business names,
cooperatives and incorporated associations and an “identical names test” to be applied against all

corporations registered under the Corporations Act 2001.
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The elements of the two tiered names test apply as follows:-

Subjective names test —This requires a determination as to whether a name applied for is
likely to be confused with or mistaken for other existing names. If so, the name cannot
be accepted for registration. Because the test conducted is a subjective one, detailed

guidelines are difficult to establish.

Identical names test — This requires a determination as to whether a name being applied
for is identical with other existing names. If so, the name cannot be accepted for

registration. There is no element of subjectivity regarding this test.

The BN Act is not intended to establish any form of intellectual property rights in a name.
Notwithstanding this fact, the BN Act through the Principal Direction issued by the Minister does
set certain standards regarding name availability. These standards have the indirect effect of
introducing a concept of supervision of intellectual rights in business names by the refusal to
register a name on the grounds of it being either similar to an existing business name or identical

to a corporation name.

There are no reciprocal business name legislative requirements between the States nor is there an
interface between respective computerised business names registers. As such, the business name
availability search conducted each time a new application for registration is processed does not
include business names registered in another State. However, the search does include all

Australian registered corporation names.

This can result in business names being duplicated throughout Australia. Also, a person who
wishes to conduct business in more than one State under the same business name must apply

separately for registration in each State.

However, each State does maintain an independent computer link to the Australian Securities and
Investments Commission’s data base with the result that all Australian registered business names
appear on the National Names Index. This is a specific requirement of the Corporations

Agreement 2002 and facilitates the business names “identical names test” against corporations.
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Conversely, it also underpins the requirements of section 147 of the Corporations Act 2001 which
requires, in part, that an identical names test be conducted against all Australian registered
business names whenever a corporation name is being registered by the Australian Securities and

Investments Commission.

While all names are recorded on the National Names Index, any person wishing to conduct a
detailed file search must undertake that search in the State where the particular business name is

registered.

3 Misconceived legal nature of business and company names
3.1 Problems associated with this misconception

3.2 Possible initiatives to counter the misconception

3.2.1 Educative measures

Are present educative measures about the legal nature of business and company names

adequate?

ACIP welcomes comments on the information available regarding business and company
names, and in particular whether educative tools exist, which are not currently utilised, and

which would enhance clarity in this area.

There is a widespread misconception in the marketplace by the holders of business names that
registration under the BN Act affords protection of proprietary rights that may attach to a business

name and also immunity from action where another trader’s name is being infringed.

OFT experience has shown that this misconception, unfortunately, can extend to professional
advisers such as solicitors and accountants where it would be expected that a more in depth

consideration of the subject matter would be a given.

The approved Application for Registration form used by OFT for new business names has clear

warnings about the need to conduct independent searches in relation to existing trade marks,
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company names and business names. The form directs new applicants for registration to the
Australian Securities and Investments Commission’s website where there is a hyperlink to the
National Names Index which contains all registered corporation names and business names across
Australia. Applicants are also directed to IP Australia and to its website for the purpose of

conducting a trade mark search.

OFT provides a fact sheet whenever a business name application form is requested. The

document is comprehensive and specifically states:-

“Registration of a business name does not give the holder of the registration exclusive
rights to use the name or any words contained in the name and does not operate to confer

any proprietary interest in the name.

The Business Names Act 1962 does not protect a person’s business name. Rights to a

name exist under common law and are not established by this Act.

If you wish to protect your business name from being copied by a competitor, you should
also register it as a trade mark. Registration of a trade mark gives the owner the legal
right to exclusively use or control the use of the mark in relation to the goods and/or

services in respect of which the trade mark is registered.”

OFT’s website (www.fairtrading.gld.gov.au) also has information available to the public with

similar wording to that referred to above and is updated regularly.

As an additional service to the public, OFT, in cooperation with IP Australia, distributes a trade

mark search application form which was drawn up by IP Australia.

OFT has undertaken an education program to explain the differences between business names and
trade mark registrations. OFT conducted an integrated Business Names Education Program from
September to December 2002. One aspect of the Education Program was focused on increasing
awareness among businesses of the difference between registering a business name and a trade

mark.
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The Education Program strategies consisted of a variety of methods, including:

e Householder awareness surveys were conducted in May and November 2002 and
continued during 2003;

e OFT Update articles were sent weekly to 206 media outlets state-wide and to 700 or more
individual consumers and businesses and the article sent on 14 October 2002 directly
featured the issue of trade marks: “Your business name may not be your trade mark”;

e OFT and the Department of State Development conducted an information session on fair
trading obligations for 30 businesses on 25 September 2002. Business name registration
was a key topic covered at that session. Similar information sessions for small business
in the regions were held in April and May 2003; and

s OFT’s Good Business Guide (sent to all business clients upon request or business name
registration) was updated in 2003 to include further information on trade marks. More
than 100,000 copies of this publication were distributed during 2002. This publication is
sent to all business name registrants with their certificate and is an ongoing educative

tool.

OFT staff undertake many seminars and presentations regularly to businesses and community
groups on fair trading issues and business registration issues and this issue is frequently a topic

that is discussed.

OFT considers that the current educational measures it undertakes are adequate to inform new
business entrants about these important issues given the resources available for this and other

regulatory communication needs.

However, a further possible measure is for all agencies involved with the administration of laws
relating to trade marks, companies and business names to agree to a standard form of education so

as to have a consistent approach across the three distinctly different registration areas.

OFT would be willing to revise its information material both written and electronic, so that it

conforms to an agreed national standard.

An additional approach to address this issue could be to make it a requirement under the
application process for the applicant/s to acknowledge by signature, prior to name registration

being granted, that they:
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e has read the education material made available and that they understand the implications

regarding the protection of rights to a name; and

o understands the risks involved in not undertaking a trade mark search on the grounds that
failure to conduct such a search could result in the infringement of a registered trade mark

or other proprietary rights and a claim against them for substantial damages.
Another approach could be to include this information on the Application for Registration form
with a deeming statement which would take effect when the applicant/s actually sign the
Application for Registration in the normal manner.

3.2.2 Structural change

Can educative measures alone address the misconception as to the legal nature of business and

company names?

ACIP welcomes comments on the capacity of educative methods to address the
misconception as to the nature of business and company names, and on the necessity or

otherwise of structural change.

It is acknowledged that there is confusion between trade marks and business names as suggested
in the ACIP Paper, and it is OFT’s view that the misconception is understandable, particularly in

the case of business names.

The basis for this view is that the BN Act through the Principal Direction by the Minister for Fair
Trading under the BN Act, requires the application of the “subjective names test” each time a new

business name application is processed.

The refusal to register a new business name based on the premise that it is too similar or identical
to an existing business name, might naturally foster a community belief that government has a

mechanism in place that affords protection to business names once they have been registered.
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In the past, when the administration of the laws relating to companies was the sole prerogative of
the States, the name availability tests in terms of new company names and new business names
were virtually the same. However, since 1 January 1991, when the responsibility for the
administration of company law was transferred to the Commonwealth and the Corporations Law
was introduced, the test for new company names has been based on the “identical names test”,
against both existing company names and business names appearing on the National Names

Index.

The “identical names test” for companies has now been in force in excess of 13 years and it could
be that many companies with similar names have been registered by the Australian Securities and
Investments Commission with the result that litigation has ensued in an endeavour to resolve the

situation.

Therefore, it is the view of OFT that the misconception in terms of proprietary rights as referred
to in the ACIP Paper would be less significant for company name holders than it would be for
business name holders. Another reason for advancing this view is that a lot of company names are
not exposed in the public domain, as is the case with business names, and this lessens the

likelihood of the issue arising in the minds of such company name holders.

The application of the two tiered names determination process for new business names is an issue
that perhaps is not widely appreciated by the business community. With the continuance of the
“subjective names test” by the States it is probable, as suggested previously, that there would be

ongoing confusion in this area.

Nevertheless, OFT takes the view that the current arrangement in relation to the “subjective
names test” is one that the general business community is comfortable with, and for this reason, it
is considered that a change of policy is not warranted at this stage. The BN Act has been subject
to a National Competition Policy review to assess the costs and benefits of anti-competitive
provisions in the Act. The names test was considered as part of this review which recommended
that the current “subjective names test” remain. In addition, the Red Tape Reduction Task Force
undertook the “Improvements to Business Names Registration Project” to simplify and improve
the process for business. Extensive consultation was undertaken with stakeholders through the
release of the “Business Names Policy Review Paper”. The Policy Review Paper proposed as

one of its recommendations to replace the existing “subjective names test” with an “identical
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names test”. The final recommendation made by the project was to retain the “subjective names

test”.

On balance, it is considered that the level of confusion that may exist in relation to proprietary
rights is outweighed by the degree of acceptance by the business community that the government
has in place an administrative arrangement that, in the majority of cases, delivers an orderly

outcome to the small business sector.

It should also be noted that the educative methods utilised by OFT are a general guide to the law
and aim to provide a general understanding of business rights and obligations. Persons setting up
a business are also encouraged to obtain independent legal advice if they are unsure as to how the

laws apply to their particular situation.

3.2.3 Abolition of the business names registers

Should the state/territory business names registers be abolished and, if so, what information

should be required to be disclosed?

ACIP welcomes comments on the suggestion that the abelition of the state/territory business
names registers may go some way in alleviating misconceptions as to ‘rights’ conferred by

registration of a business name.

It is noted that Australia is a signatory to the Paris Convention and is obliged to provide
protection to trade names. As such, Australia does provide mechanisms within its legal system by
which a person is able to enforce their rights to a trade name, such as injunctions, actions for

damages and, where appropriate, criminal sanctions.

Despite Article 8 of the Paris Convention, OFT does not support the abolition of the business

names register.

While it is not the purpose of the BN Act to establish proprietary rights in a business name,

abolition is considered not to be in the best interests of the small business sector.
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Repeal of the BN Act would cause the small business sector to enter into costly and time
consuming litigation in order to protect names when, at present, a measure of order operates in
the market place due to the fact that, at the outset, the BN Act has the effect of preventing the

registration of identical names and/or similar names.

The gain, as suggested, of avoiding misconception about name protection by a repeal of the BN
Act is considered to be an unrealistic approach in that it fails to recognise the corresponding

detriment it would cause in a number of key areas.

As indicated previously a recent business survey conducted by the former Department of State
Development revealed that there was significant support for retention of the “subjective names

test”, which gets its basis from the BN Act, within the wider business community.

A law relating to business names has operated in Queensland since 1902, and fundamentally, the
thrust of the current BN Act carries forward the concepts that have existed over that period in

time.

The degree of order in the market place, which would not exist in the absence of a legislative
framework, cannot be measured but unquestionably the BN Act provides what is considered to be
a stable marketplace environment, not only in terms of the usage of names, but in the ease of

accessibility of business names data.

The view expressed above is based on a number of issues that are set out below:

A. Repeal would result in a failure to list business names on the national business names
register (i.c. National Names Index) maintained by the Australian Securities and
Investments Commission. Such a move would impact on all existing and future
Queensland business names due to the application of Section 147 of the Corporations Act
2001 as the Australian Securities and Investments Commission could register company

names that are identical to existing Queensland business names.

B. Conversely, there is the potential to leave innocent parties who may unwittingly adopt a

business name that is identical to a company name open to possible litigation.
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C. Similarly, those persons who may wish to act responsibly and undertake appropriate
enquiries to determine whether a proposed company name is available for registration
would be denied access to a Queensland business names register and the Queensland

business names that currently appear on the National Names Index.

D. Repeal would have an effect in terms of existing and future Queensland business names
as a new registrant may, in the absence of a Queensland business names register,
unknowingly adopt an identical or very similar name to an existing business name in use

in the marketplace thus leaving themselves open to possible litigation.

E. Likewise, those persons who may wish to act responsibly and make appropriate enquiries
to determine whether a proposed business name is available for registration would be
denied access to a Queensland business names register and the Queensland business

names that currently appear on the National Names index.
F. Repeal will result in an unfair burden being placed on existing owners of company names
and business names as they will have no recourse other than to seek legal redress in cases

where duplicate or similar names to theirs are used in the marketplace.

G. Repeal will create an open market environment in terms of name usage and has the

potential to enhance predatory tactics leading to piracy of names.
H. Repeal could create a proliferation of duplicate or similar names in the marketplace and
this could cause confusion in the minds of consumers, other businesses and suppliers to

businesses.

I. Repeal would create an environment where there is no frontline administered prohibition

on:

i.  misleading and offensive business names being used in the marketplace;

ii.  the use of “Commonwealth’ and ““ Federal” in business names;
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