THE GRACE PERIOD IN AUSTRALIA

Introduction

This paper attempts to look at some of the issues surrounding the introduction of a grace period in a first to file country.  Australia is expected to introduce a grace period on 1 April 2002.  The Australian introduction provides a somewhat different perspective to the Canadian experience where a first to file system was introduced over an existing grace period.  The introduction of a grace period in a well established first to file regime results in the same general issues being encountered from a somewhat different direction.  Consequently the practical effect of implementation is likely to be quite different.

Why have a grace period?

The provision of a grace period is generally argued to be necessary to protect  opportunities for potential patent applicants against  three difficulties:

1. Unauthorised disclosure by third parties;

2. Inadvertent disclosure by the potential patent applicant; and

3. Lack of availability of information necessary to fulfil disclosure requirements for a patent application prior to filing.

What is a grace period?
It follows that in its broadest sense a grace period has the potential to cover three quite distinct types of disclosure that might occur before the filing date or priority date of a patent application.  These types of disclosure are:

1. Unauthorised disclosures by third parties who have obtained the information from the potential patent applicant;

2. Disclosure in a wide variety of special circumstances such as exhibitions, in papers read before learned societies, and for the purposes of reasonable trial and experiment; and

3. Unilateral disclosures by the potential patent applicant itself.

Under existing Australian patent law the first two types of disclosure are excused during a grace period although certain fairly restrictive conditions must be met.  The provisions are contained in Section 24(1) and Regulation 2.2(2) to the Patents Act 1990 pursuant to which a grace period applies to:
(a) the showing or use of the invention at a recognised exhibition;

(b) the publication of the invention during a recognised exhibition at which the invention was shown or used;

(c) the publication of the invention in a paper written by the inventor and:

(i) read before a learned society; or

(ii) published with the inventor's consent by or on behalf of a learned society; or

(d) the working in public of the invention within the period of 12 months before the priority date of a claim for the invention:

(i) for the purposes of reasonable trial; and

(ii) if, because of the nature of the invention, it is reasonably necessary for the working to be in public.

The extension of the grace period to the third category is expected to be achieved by simply adding another paragraph to this Regulation to explicitly refer to disclosures by or with the consent of the patent applicant or its predecessor in title.

No other amendments have been made to the existing legislation in preparation for the introduction of the grace period except for a minor change in relation to prior user provisions which will be discussed below.  This minimalist approach to the introduction of a grace period unfortunately will result in most of the classic problems associated with grace periods arising in Australia in the future.  These classic problems include:

1. Uncertainty;

2. Difficulties with prior user right;

3. Inadvertent loss of rights in non grace period jurisdictions;

4. Ceding of priority to independent third party inventors who file within the grace period;

5. Unresolved issues in respect of protection for improvements derived from disclosures by the applicant; and

6. The effect on provisional filings. 

Uncertainty
The classic problem of uncertainty arises for third parties with the introduction of any grace period.  It is argued by some that this is "a matter of degree".  In support of this contention it is usually suggested that the grace period does no more than extend the period of uncertainty that inherently exists due to the delay in publication of patent applications.  Whilst this is correct the uncertainty that arises from delay in publication is one of the least palatable aspects of patent protection from the point of view of third party rights.  Practitioners advising third parties have long had to explain the dangers of commercialising inventions in an environment of potential rights no one will be aware for some period of time.

This is one of the areas in which patent law openly conflicts with competition policy  and the existing position can only be defended on the basis that it is a compromise between the interests of the patent applicant and those of the general community.  The introduction of a grace period alters this balance significantly in favour of the applicant and it can be argued that some  compromise should be adopted so that the balance is not so significantly changed.

Another issue that needs to be considered in the context of grace periods is the number of potentially disadvantaged patent applicants compared to the number of potentially disadvantaged third parties.  Some insight into the number of cases utilising the grace period might be provided by examination of the Japanese system.  A study has indicated that only about 0.2% of Japanese patent applicants notify an intention to rely on the grace period.  As one would expect the major users of this provision have been found to be small applicants and universities.  Assuming that the rate of use of the system in Japan is diminished by their six month period (as opposed to twelve months in Australia) and the need for notification, it is still difficult to see that more than a few percent of patent applications would rely on this provision.  The argument in favour of the grace period is that the consequence for that few percent of patent applicants is a total loss of rights.  Against this, extra unnecessary uncertainty is created in respect of the remaining 90% of patent applications.  This is a high price for industry to pay.

Before considering some options in this regard it is appropriate to develop the typical scenario.  In the scenario a potential patent applicant publicly discloses his invention and relies on the grace period. A third party has an interest in the technology and would like to know whether or not they can use the disclosed technology or some valid alternative to that technology.  In both cases advice cannot be provided until it is known whether a patent application has been filed. In the second case it is necessary to have access to the published application in order to assess what protection might be obtained and the extent to which it would cover the variations contemplated by the hypothetical third party.  In the worst case scenario the normal 18 month delay in being able to obtain useful advice is extended by the period of grace up to 2 ½ years.

How then can the shift in balance between certainty and the applicant's secrets be adjusted to maintain the status quo?  One suggestion that has been discussed at length over the years is a requirement for notice to be provided to the Patent Office that it is intended to rely upon a grace period.  Most of the discussion to date appears to have been confined to provisions of notice at the time of the filing of the patent application such as for example as required in Japan.  Unfortunately this proposal does not greatly influence the delay issue but does assist somewhat because it "tells" third parties that the patent applicant is seeking protection for something disclosed in an earlier publication.

There has been little discussion of the alternative of providing some form of notice earlier than the filing of the patent application.  Whilst some would immediately argue that this to some extent defeats the purpose of a period of grace it does preserve one of the important aspects.  Firstly a requirement for notice of intention say prior to any disclosure seems somewhat draconian and largely counter productive to the intention of the grace period.  However a notification within a stipulated period of say three or six months might be a useful compromise.  Such a notification would still give the potential patent applicant some extra opportunity in the case of inadvertent disclosure that would be limited in time to the notification period.  It would however completely provide for those cases where it is argued that public trial or further research is necessary before a patent application meeting the necessary disclosure requirements can be filed.  Clearly a notification requirement of this type is not ideal but neither is a complete change of balance in favour of the patent applicant.

Another option that does not appear to have been discussed to date is that of linking publication date of a patent application to the first disclosure through a notification requirement.  If a notification was required at the time of filing of a patent application, or earlier, then publication of the patent application could be set at 18 months from the earliest disclosure date under the grace period.  Whilst this approach introduces an increased level of complexity it has the significant attraction of maintaining the existing 18 month delay discussed above.

Prior User Rights

Prior user rights also present significant practical problems in the environment of a grace period.  Under the amended  Australian legislation the relevant provisions are:

S119(1)
 Where, immediately before the priority date of a claim, a person:

(a) was making a product or using a process claimed in that claim; or

(b) had taken definite steps (whether by way of contract or otherwise) to make that product or use that process;

the person may, despite the grant of a patent for the product or process so claimed, make the product, or use the process, (or continue to do so) in the patent area, without infringing the patent.

(2) Subject to subsection (3), subsection (1) does not apply if the person derived the subject matter of the invention concerned from the patentee or the patentee's predecessor in title in the invention.

(3) Subsection (2) does not prevent subsection (1) from applying if:

(a) the person derived the subject matter of the invention concerned from information that was made publicly available by or with the consent of the patentee, or the predecessor in title of the patentee; and

(b) the making of the information publicly available was through any publication or use of the invention in the presented circumstances mentioned in paragraph 24(1)(a).

The effect of this change is that a prior user defence will be available to a third party who puts an invention disclosed by a patent applicant into use during the grace period but prior to the filing of a patent application by the potential patent applicant.  At first glance the provision may have the attraction of saying that the patent applicant therefore assumes the risk of disclosing the invention and relying on the grace period.  In practice, however this is not the case.  The third party relying on the disclosure has no way of knowing when the patent applicant will file his patent application.  It is therefore a case of “Russian roulette”.  If the third party proceeds to put the invention to use and he is lucky enough to fulfil those requirements before the patent applicant has filed then the provision will indeed work as contemplated.  However if the patent applicant files after initial disclosure but before the end of the grace period the prior user may not have had sufficient time to meet the requirements to attract the prior user defence.  Again the practical result is considerable uncertainty. 

Loss of Rights in Other Countries

Yet another difficulty is associated with the introduction of a grace period in Australia is that of false security for the potential patent applicant.  In practice this is likely to be one of the most significant problems associated with the introduction of the grace period in a first to file environment whilst similar provisions do not exist in other countries especially important overseas markets.  Australian inventors are accustomed to working with a first to file system.  The introduction of the grace period is likely to impact two ways.  Firstly, the effect of reliance on the grace period in respect of the filing of corresponding overseas applications in jurisdictions such as Europe which currently do not have a grace period.  The Government has suggested that only an education program is required to overcome this problem.  It is unquestionably the wide experience of practitioners that the subtlety of patent law is not something that is absorbed or of great interest to potential patent applicants.  For the most part they only hear that part of the information that is required for the problem at hand or indeed sometimes best suits their purpose.  There is a considerable danger that the grace period will be relied on by Australian applicants and that as a consequence they will lose the opportunity to protect their inventions in overseas jurisdictions until those jurisdictions adopt grace periods.

The most likely users of the grace period are academics, SME's and individual inventors.  As a class these persons tend to be unsophisticated in relation to patent matters.  They will not be aware of the complex issues involved, they will not take timely professional advice, and to the extend that they are educated at all it will often be on the basis of assumptions drawn from inappropriate US literature dealing with note book keeping, priority of invention and "swearing back", etc. 

Ceding of Priority

It is also likely that the use of the grace period will not be fully understood in relation to obtaining of rights against competitors.  The simplistic nature of a grace period may cause patent applicants to overlook the effect of an intervening filing by a competitor who has independently arrived at the same or similar invention.  Clearly an intervening filing takes priority over a subsequent filing of a patent application by the applicant for that earlier disclosure.  An intervening filing is more likely if a bona fide third party sees a publication by the potential applicant in the same field of endeavour.  This problem is exacerbated by the fact that when relying on the grace period a potential patent applicant will often not have taken advice from a professional adviser.  Yet another trap for the unsophisticated applicant.

Publication of earlier application

There is also a considerable uncertainty about the effect of the publication within the period of grace, of an earlier application by the same patent applicant.  Again the information in the prior application does not appear to be covered by the exemption and therefore would constitute prior art for the purposes of assessing inventive step.

Effect on Provisional Filings

Yet another trap for the unwary lies in the fact that, as we understand, the grace period will run back from the date of filing of a complete application.  Australia has a system of provisional filing which has been part of our law for 100 years and under which a provisional application can be filed to establish a priority date provided a complete application is filed within 12 months.  Applicants are used to it and are likely to be confused into thinking they can rely on a period of grace from their provisional filing.  Where the application is self filed or the applicant fails to disclose the earlier publication to his or her attorney, this can be disastrous.

Conclusion

In summary the introduction of a grace period in Australia does not provide any solutions to the well known problems but practical experience in the short term may provide assistance to others that choose to go down the same road.  Perhaps some of the suggestions to restore the balance in relation to uncertainty made in this paper will be considered as options for improvement.  A real danger exists that, in the short term at least, the provisions will act to the prejudice of the very people it seeks to assist.
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