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In light of the Government's intention to exclude design rights for spare parts, IP Australia has invited submissions on certain options to achieve this.  Specifically five options have been put forward for consideration.  This submission comments on each of those options.

Issues arise with design registration for spare parts because of the perceived impact on consumers needing spare parts for repair of consumer products being adversely affected by having to acquire those parts from the original manufacturer or its licensee.  That is, by there being limited competition in the market for spare parts.  

We note that other consumer protection issues are relevant:  such as a consumer being certain that parts used to repair products are as good as those offered by the manufacturer of the product not only in appearance and mere function, but also as to performance.  In particular, standards relating to quality, safety and so on.  This issue is relevant not only to consumers wanting to repair products they have acquired, but also to purchasers of products that have been repaired and who have limited ability to determine what parts have been used and whether, therefore, they are able to rely on the product having the performance characteristics that the original manufacturer’s product may have had.

Summary of submission

Australian designs law is aimed at protecting appearance and, unlike the position in jurisdictions such as the United Kingdom, does not deny protection to functional designs.  Consequently, any exclusion of protection for otherwise registrable designs needs to be carefully targeted to impact only on those designs for spare parts where there is a real concern and to ensure rights of design innovators are not unduly restricted and incentive for design innovation reduced.

Careful targeting requires certainty as to what is affected.  Definitions therefore need to be clear and there should be little or no reliance on subjective factors in determining interpretation or application.

Of the five options put forward, a 'must fit' (though not extending to 'must match') approach seems to offer a better chance of addressing these concerns.  If there is to be exclusion for 'spare parts' and that exclusion must take the form of one of the five options put forward, then exclusion on this basis seems preferable.  

How to define spare parts

Definition of this concept is fundamental.  One difficulty in assessing the five options is the lack of a description of those parts to which the exclusionary provisions will apply.  ‘Spare parts’ has to be defined with careful regard to those areas that are a real concern.  A too broad definition has the potential to impact adversely on rights of design owners in industries or in respect of products that do not raise those concerns.  

The Australian Law Reform Commission in its 1995 Report recommended referral to the then Trade Practices Commission for assessment of potentially anti-competitive designs for spare parts.  In making this recommendation, the ALRC considered what 'spare parts' were likely to be of concern.  In the ALRC’s view, the spare parts likely to raise competition issues are individual components of complex products.  

Recommendation 166, of the ALRC Report provided:


A design should be referred to the TPC where

· the design is a design of a component part

· the component part is to be used to repair a product that is

-  durable

-  likely to require repair during its expected life

-  assembled from many component parts

· the component part is manufactured by or under licence from the product manufacturer or importer.

The ALRC stated that ‘component part’ would need to be defined to exclude in concept modular parts, kits and sets.  Furthermore, the ALRC noted that other types of potential spare parts such as:

· building block toys (for example Lego, Meccano)

· tools (for example drill bits)

· hi-fi and other entertainment systems

· building products (for example girders, tiles etc)

· get up and packaging materials

are not used ‘to repair’ a product and therefore should not need to be expressly excluded.

Difficulties with such a definition include determining whether a product is durable and whether it is 'likely to require repair' during its expected life.  The ALRC itself pointed to some of the difficulties that may be encountered in dealing with such a definition.

The ALRC noted that ‘durable’ contrasts with perishable or disposable goods that are unlikely to require repair.  The ALRC used ‘durable’ in the sense of durable consumer goods but recognised that it could cover commercial goods such as mining equipment.

The ALRC also recognised that the above formulation requires consideration of whether the product is one that is likely to require repair during its expected life.  The ALRC report noted that ‘likely to require repair’ requires an assessment of whether the product is being designed for a use that will or is likely to involve wear and tear or the risk of damage.  In our view, such an assessment may involve subjective criteria.  From an interpretation, application and enforcement point of view, objective criteria is to be favoured to avoid uncertainty and the possibility of litigation. 

The ALRC also commented that the above formulation requires consideration of whether the product is composed of many component parts.  The Commission stated that ‘many component parts’ is intended to restrict the category of parts to be carved out from design protection to complex products or larger assemblies without attracting debate over ambiguity such as whether ‘complex’ means sophisticated or advanced technology or whether ‘larger assemblies’ refers to the way the product is manufactured.

The ALRC also noted that the language suggested in their proposal should allow the category of parts to extend to developments in products and technology as they occur but also limit the categorisation of parts to objective, observable criteria. 

The ALRC proposal and the ALRC’s comments on it illustrate some of the difficulties raised by an attempt to define spare parts.  In our view, given the difficulties with the necessarily subjective enquiry into a purported ‘repair’ purpose, objectivity would better achieved by a reference to narrower provisions, perhaps similar to those found in the UK. We’ve reviewed the five options on the basis that such a narrower view of spare parts will be considered.

The Registered Designs Act 1949 UK (as amended) (UK RD Act) specifically addresses the issue of component parts and complex products.  This is done in order to make clear that only visible component parts of complex products can be protected and that it is not an infringement to use or apply the design of a component part for a ‘must match’ repair of a complex product. Whilst these UK provisions do not avoid the issue of a purported ‘repair’ purpose in the UK RD Act,  the definition of ‘complex product’ seems to us to be closer to a more desirable way to define parts the subject of a carve out for design protection, rather than using the ALRC concepts of durability and likelihood of requiring repair during its expected life.

Section 1(3) of the UK RD Act defines ‘complex product’ as follows:

‘Complex product’ means a product, which is composed of at least two replaceable component parts permitting disassembly and reassembly of the product.
Component part in this sense means an item which, although intended as a constituent of a larger product which can be removed or replaced within that product, is treated as a separate product in its own right.  The spirit of this approach is echoed in the current Australian Designs Bill,  Section 7(2) of which states that a component part of a product may be a product for the purposes of this Act, if it is capable of existing independently of the product.

In our view, if any types of spare parts are to be excluded from design protection then the preferred option is to carve out as non-protectable must fit component parts of complex products.

IP Australia Options

1. Exclude protection for spare parts on the basis of either the ‘must fit’ or ‘must match’ principles

1.1 Must fit

Parts that must have a certain design in order to ensure that the original or complex product of which they form a part will perform its function have been characterised as ‘must fit’ parts.

The wording used in Section 213(3)(b)(i) of the Copyright, Designs and Patents Act 1988 (UK)  for the ‘must fit’ exception is as follows:

Features of shape or configuration of an article which enable the article to be connected to, or placed in, around or against, another article so that either article may perform its function.

That wording has three main attractions:

· It allows an objective analysis, by reference to function;

· The focus is on the relationship between the two articles;

· As a division between competing interests (intellectual property rights, compared with the free market interests), the distinction seems inherently fair and logical.  The focus is not on overall visual appearance, which is the essence of design protection but rather on a functional aspect of the product, which is less obviously something that should be protected under the designs legislation.  It leaves the creators to still be creative, but without having the ability to use designs in such a way as to carve out a monopoly in functionality.  

The inclusion of a ‘must fit’ exception can be sensibly accommodated in the Australian legislation, which allows registration for designs which are purely functional in nature.  

1.2 Must match

‘Must match’ parts are generally described as those that must be designed in a particular way so as to match the appearance of the product of which they form a part.  In this sense, ‘must match’ parts are those that are aesthetically desirable in order for the ‘product’ of which they form a part to maintain its overall appearance.

Our concerns with this proposal:

· excluding design protection for ‘must match’ parts would run counter to the philosophy and public policy underlying the design registration regime;

· from a practical point of view, the UK experience shows the difficulty of interpreting the meaning of a ‘must match’ exception.

Public policy

The Australian designs regime is concerned with the grant of an exclusive right as a reward for effort, expenditure and innovation in design.  Design laws are aimed at protecting appearance.  Assuming the technical (must fit) function of two parts to be equal, if a consumer favours one particular part over another for reasons of its appearance, then the ‘value’ of that appearance comes from investment in its design, and this design should be rewarded under the normal principles of designs law.  

Interpretation

Major issues have arisen in interpreting the UK ‘must match’ exception in Section 213(3)(b) (ii) of the UK Copyright, Designs and Patents Act, which uses the following wording:

…[designs which are] dependent upon the appearance of another article of which the article is intended by the designer to form a integral part.  

Particular difficulties arise in relation to determining intention and when a part is integral.  Interpretation issues translate into enforcement issues and it is difficult to see that uncertainty could be avoided by the introduction of the ‘must match’ exception to design protection for spare parts into Australian law.

In our opinion, ‘must match’ parts should be protectable by design registration.  If ultimately a decision is made to limit protection for ‘must match’ features, then some consideration should be given to other options which may more fairly balance the interests of designers and consumers.  For example, a reduced term of protection for such designs may permit a more appropriate balance to be struck.  At  the end of the reduced term, the design for the 'must match' part would become available for all purposes, not only repair.

2. Maintain design registration for spare parts but allow a right of repair

Under this proposal, registration of designs for spare parts would be permitted but with a right of repair so that manufacturers and suppliers of repair or replacement parts would be exempted from liability from infringement where the repair or replacement parts the subject of a design registration were used to repair the original product.  

Our concerns with this proposal:
· it raises definitional issues which have consequences for interpretation, application and enforcement;

· it necessitates an enquiry into subjective purpose of repair

Definitional issues

There are some definitional issues that seem to us to arise.  For example, the idea of ‘original product’.  In the UK RD Act provision is made for non-infringement of a registered design of a component part used to repair a complex product so as to restore its [must match] original appearance.  Under the UK law, component parts are only protectable if visible, and ‘complex product’ means a product, which is composed of at least two replaceable component parts permitting disassembly and reassembly of the product.  

In practical terms, if the UK provisions were implemented in Australia, this would mean that ‘repairing’ a car by replacing a dented bumper bar so as to restore the appearance (rather than the functionality) of the car, would not infringe any registered design rights in relation to the replaced bumper bar.  In our view, this is the very exception that designs law ought not to make, given the policy objective of rewarding the effort and creativity that has gone into designing a bumper bar with the necessary functionality but also an appearance appealing to consumers of cars.

If use of a design is to constitute non-infringement, the policy of designs law would seem to be better be served by a limited right of repair to restore functionality of the original or complex product, rather than appearance.  In order to keep the exception tight, the right of repair would therefore need to be limited to only those component parts of a complex product that are used to repair that product to restore its functionality.  

This type of proposal has a number of attractions from a policy point of view as it could be said to offer a scope of monopoly protection that is better reflective of a true life of a part, and as reducing the incentive for the manufacture of, and dealing in, counterfeit parts.  In this way, abuse of the design registration for a part may be lessened.  In many ways, this proposal could therefore be seen to achieve a fair balance between the competing interests of supporting and encouraging investment in innovation and design on the one hand, and competition and consumer choice on the other.

Necessity of enquiry into subjective purpose

A major issue would be proving that parts are not being made for the purposes of repair.  Design owners looking to stop manufacture would need to enquire into the subjective intent of a potential infringer, potentially making protection of legitimate rights unduly expensive and difficult.  For example, if external car mirrors are being manufactured, they may in fact be for the intention of being placed on new products of competitors.  That uncertainty would make it extremely difficult to enforce rights in practical ways such as obtaining interim injunctions.

Given issues of proof necessary for enforcement,  the possibility is raised of abuse of any right of repair exception. It is not hard to imagine that parts could be made or dealt with extensively for repair, but have some other real purpose (most obviously, complete replacement, or inclusion in a new product of a competitor).  The practical consequence may be that the exception given by the ‘right of repair’ could go further than intended and unreasonably impact on the legitimate interests of the design owner.

3. Designs for spare parts would be referred to the ACCC

Under this proposal, designs for spare parts would be referred to the ACCC for an assessment on whether they would be potentially anti-competitive and, if so, excluded from design protection.  When considering design application or registrations referred to it, the ACCC would refer to the tests set out in the Trade Practice Act 1974 (Cth). 

Our concerns with this proposal:
· the necessity for clear criteria for reference to the ACCC

· public policy objection

How is criteria for reference to the ACCC determined?
Clear criteria on which the Registrar of Designs, on application made to him or her by the design applicant or an opponent to a design registration, could refer a matter to the ACCC for consideration is required. 

In the absence of clear criteria for referral to the ACCC, an opponent of a design application could ‘stall’ the application (and cause the applicant to run up significant costs) by referring the matter to the ACCC. 

Similarly, without clear criteria, the Registrar of Designs may feel that prudence would dictate that all or a great number of designs for spare parts should be referred to the ACCC.  The costs and delay associated with this are likely to be significant.

Public policy issues
For a policy point of view, in our view it is preferable to address any concerns about the abuse of monopoly rights by reference to the existing trade practices legislation, rather than by (what may be in practice if implemented) wholesale competition carve-outs in intellectual property legislation.

4. Allow registration of designs for spare parts but make them subject of compulsory licensing provisions

Under this proposal, designs for spare parts would be registrable but their use would be permitted on payment of a royalty to the design owner.

Our concerns with this proposal:
· the lack of any detail about how such a system would be implemented

· practical difficulties in implementing a compulsory licensing system

Lack of detail 

It is difficult to provide meaningful comment upon this option in the absence of any detail as to how such a proposal may be implemented.  The existing provisions in the Designs Act apply only when the design is not sufficiently locally worked.  Given the ready availability of spare parts in Australia, the current provision will obviously not achieve the object of this option.  The Crown use compulsory licence provisions provide for recourse to the courts if agreement between the parties cannot be reached. This regime could be extended to non-Crown use or a new regime could be introduced.

Practical implementation difficulties

A possible model for compulsory licences may be found in the copyright regime.  However, there would need to be a careful analysis as to whether the costs associated with establishing such a 'licensing infrastructure' would be warranted given the anticipated volume of compulsorily licensed parts.

This option is a good idea in theory as manufacturers and suppliers are able to make and deal in spare parts and the owner of design rights earns income that may go some way to recouping the investment in the design process. However, we are not in a position to provide further comment in the absence of more detail about how it is proposed spare parts be defined and how this option would be implemented.

5. Maintain design registration generally for spare parts but subject to a list of excluded products

Our concerns with this proposal:

· Difficulties in agreeing which products to exclude

· On what basis would be products be excluded?

Which products?

From a practical point of view, it is not hard to imagine that there would be difficulty in reaching agreement as to which products are to be excluded.  Obviously such a list may change overtime, and not withstanding that it may be contained in subordinate legislation and therefore easier to amend than if contained in the Designs Act, there is still the issue of when it would be amended and how the amendments would be agreed.

Basis of exclusion?

There is also the question of on what basis products would be excluded, whether on categorisation according to functionality, appearance or accessorial nature.  In our view, this strategy is highly impractical and undesirable given the imprecision of the English language and the inability to amend a list of excluded products quickly.  

Allens Arthur Robinson
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