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Executive Summary

The Prime Ministers of Australia and New Zealand have announced plans to
develop a joint trademark regime and a single patent examination. This paper was
prepared for the Ministry of Economic Development to outilne, and where possible
quantify the costs and benefits to the New Zealand economy of these proposals.
While we have also Identified costs and benefits to overseas parties, these shguld
not be Included in a national cost-benefit analysis, or the overall decisio

‘ (%@«

Summary of our assessment

The gains from trans-Tasman Integration aresguiihtath r

achieve; the easler Issues have been addkggsey wligtdd %0

proposal around institutional orgapisaNo\of tR.r \$a f a wider
package of integration which, from est to industry but

which, at the spacific ley
palicy grounds to pur:

Business perceptions are that there would be a small benefit for a few businesses,
which would have lower costs, This small benefit neads to be welghed against a set
of possible costs and risks:

e The cost of implernenting the change;

«  Posslble longer delays in registering trademarks; and

s Increasing the risk of cluttering of the register with trademarks that are
not necessarily used here, which could exacerbate the difficulty
experienced by small businesses in finding a registrable local mark.

Firms applying for a national mark could also experience higher costs associated
with the change to search requirements, atthough IPONZ indicates that it
researches both registers currently.

Trans-Tasman hammonisation of IP regimes
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There may be some benefit, although diminished by the larger change, of New
Zealand joining the Madrid Unlon. The group of New Zealand businesses for whom
the change would reduce costs is small, perhaps 500 a year.

Overseas companies are mare likely to benefit, and although there is some
uncertalnty around the size of the group, Itis likely to be between 3,000 and 6,000
each year.

Far Internatlonal firms, the benefit of New Zealand joining the Madrid Unj
likely to be greater than any trans-Tasman regime. From their persp
consistency with other overseas jurisdictlons Is more significant, L

s of dual patents?

offices of Australia and New Zealand, as a

pe assaciated with examining for noveity and

o, The capacity and capability issue in [PONZ that has been
%s one of the main drivers for the reform, from the Mew Zealand
an important, additional, and non-measurable benefit.

i! may be other operational efficiencies as a result of harmonising the process.

Australia appears more likely to achieve these, as it implements |PONZ processes

(e.g. electronic formalities checks). This would have some benefit to New Zealand
businesses, which generally view IP Australia as relatively bureaucratic. IP Australia
has assumed in its assessment of the proposal that the offlcial fees will remain the

same, This suggests that it does not expect internal cost savings as a result of the
proposal.

The direct benefits to business are smalil. There will be some benefit to

New Zealand firms from the reduced costs of applying for and malntaining dual
patents. This cauld be up to $3,000; however this is likely to be an upper estimate,
as k is based on saving local agent fees, These are increasingly trrelevant to

New Zealand/Australia dual fllings. As a resuft of mutual recognition of patent
attorney qualtfications, a significant number of attorneys have joint registration.
This allows them to file directly in the other country. It is also unlikely that there
will be much change in the amount of work the attorney undertakes (as the
applicatlons can still have different clalms, and there will still need to be
examination under two sets of laws), although there will be some reduction fn

Trans-Tasman harmonisation of IP regimes
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effort as the IP offices move to cross skill and therefore mirror commercial
practice.

There is some risk to business from the proposal. IPONZ currently examines patent
applications much more quickly than IP Australia. The time to examine is expected
to Increase with the new test, Itis not known by how much. A single exam(nation
model would mean that IPONZ and IP Australia’s time to examine would equalise,

The SEM IP Qutcomes Steering Committee has agreed that service levels wilt
maintained as long as an acceptable quality standard can be met. \
at

From a business perspective, the key is that they are able to co thep
which the patent is granted. So the loss of the ability to p te haterits quickly
' H

in New Zealand, if that is what the applicant wants, e
disbenefit. A patent grarted is commerdially muelty N
pending. A delay would only have to cost Ne % -

patent an average of $540 to outwelg ABGVE O vediiced fili
| ' ould outweigh

and maintenance costs. We see thigpo

the minor benefits if it were te-hap

There are other pg sal may contribute to a
perception that I ch to do business. The New

Zealand gpvbrgm o 0 encourage overseas companies 1o
view ehlares af A
w | ‘ > y

ben i

The proposal Is more positive for Australia, Australian firms are more likely to flle
patents in New Zealand, so would stand to benefit more from any reduction in
cost. Any delay in getting a New Zealand grant of patent is likely to be oflesser
consequence, depending on thelr strategy, as they already experlence a long delay
i their local prosecution (and that may reduce). This could be anissue for those
buslnesses that use New Zealand as a test market. Unllke New Zealand, single
country applications in Australia would experience no change, or possibly a
reduced time to examine.

For IP Australia, this proposal is a prototype [t intends to pursue in other
jurisdictions. This represents a broader strategic benefit that is not replicated for

New Zealand.

Trans-Tasman harmanisation of IP regimes
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Overseas businesses benefit

The most substantial benefit from this proposal will go to international PCT (Patent
Cooperation Treaty) applicants, They will gain the benefit of any cost savings and
are unlikely to be hindered by any delay, as New Zealand is currently an outller in
terms of speed, However, glven that Australia and New Zealand are already low
cost patent environments from an internatlonal perspective, it Is unlikely that this
is material for international business.

Views of the patent attorney profession

A secondary concern is the potentlal loss of business £

behaviour of averseas firmsa
Tasman regime.

Although New Z 5 are,gan 2

with which by : i @ afamiliar. 1tis likely that they will have
' )} eriore patent applications are made there.

offar very low rates for adding a New Zealand

ratia
_)aleatio to aridy
secutlapn, oljeciions and [itigation, so attorneys are willing to offer early
diécoun tr%% recouped later,

Is%nplrfcally provable, ideal size of the patent attorney profession.
, there are potential risks assaciated with the proposal including:

= Posslble loss of local expertise on commerdialisation and protection of
innovation;

»  Possible loss of productivity to Australia as New Zealand attorneys follow the
more lucrative work;

»  Possibly higher attorney fees in New Zealand as local flrms lose overseas
contracts andfor businesses have to hire Australian attorneys to get the
relevant expertise. Australian attorreys are around 20-30% more expensive
than New Zealand attorneys for routine filing, and 40-50% more expenslve for
more contentious issues that require more expetienced attorneys.

There are some countervalling conslderations, First, New Zealand researchers
indicate that they prefer a face to face relationship with thelr patent attorneys.
Also, they are less warried about the number of patent attorneys than they are
about the quality.

Trans-Tasman fiarmonisation of IP regimes
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1. Introduction, context and method

In August 20049, the Prime Ministers of Australla and New Zealand announced the
establishment of a Trans-Tasman Outcomes Implementation Group to work on
developing trans-Tasman processes for:

*  Asingle regulatory framework for patent attorneys;

*  Aslngletrademark regime; @
= Asingle application process for patents in both Jurisdictiens; &

*  Asingle plant variety right regime,

p&

The purpose of this pap ik : s p quanthy, the costs and
henefits of the single A singl& trademark regime proposals.

tion

referred to in New Zealand as a single examination model, it is
ought of as a single examiner model, as there would still be two

stralia proposed the model to the Intellectual Property Office of New Zealand
[PONZ) and the Ministry of Economic Development (MED). An examIner from either
office may undertake search and examination of patent applicatlons filed in either
jurisdiction. Where there are applications for the same invention In Australia and
New Zealand, the same examiner would examine both applications. This would allow
common elements of the two examinations to be reused.

The scope of technologles and types of applications to which the single examination
system would apply would be agreed from time to time hy IPONZ and |P Australia. The
broad expectation from IP Ausiralia seems to be that most applications would be
covered by the agreement, with the exception of those applications for inventions that
are not patentable in New Zealand (such as software, some gene technologies, and
diagnostic and medical techniques for human treatment). [IPONZ has a narrower view,
expecting local applications to be examined locally {(where there [s ne comesponding

Australian application).

Two patents will be issued, one for each country.

Trans-Tasman harmonisation of IP regimes
Privileged and Caonfidenliat
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1.1.2  Trans-Tasman trademark register

This proposal Is for a trademark reglster that would confer a right to a trademark in both
Australia and New Zealand. The register would be additlonal to the existing national
registers, so that applicants could opt to register thelr trademark on a natfonal register

or the trans-Tasman regjster. A trans-Tasman trademark would be equally enforceable in
each country as a trademark on the national register.

1.2 Method @ «
The outcome MED sought from this study was to understga%@e ences oiﬁ%ﬁs@
ment,

two proposals, with particular reference to the costs for the
applicants, other businesses, and patent attorngys;

We approached the problem with aco earc@
= Desktop analysis of the [ikely 5@ iirfees a \%

ual pr y rights.’ It is used by patent attorneys to prepare

[ bc ronsidering applylng for protection overseas.

3 based on fee schedules provided by intellectual property firms In each
haverage of at least five firms’ fees for each category. The estimate is the mid-point of

the mathematical mean and the highest fee In that category. Therefore, the fees can be
expected to be on the high side, and overestimate the potential savings to business.

The estimator Includes In-house fees which are local costs for submitting an
International application. For our purposes, this means it includes New Zealand patent
attorney fees associated with an Australian application, where an Australian associate or
agent has been instructed. The Australian attorney fees are also included,

T www.globalipweb.com

Trans-Tasman harmonisation of [P ragimes
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2. Trademarks

The proposal establishes a unitary t

MED believes that there wlll be a ber:
mark system for the twe countries and draws the analogy of the European regional
trademark system, The additional benefit is that there would be oneregistra

as important and are of the view that a shared trademark register w
some firms in the future even though they may not perceive th

There is no real problem Identified with the current s nufnber va%
to the status quo for some businesses. Businesses t& use theh
processes if they want to. “ g %Q i

engflts S )Y

2.1 Madrid system achievess

Madrid system, or applicants would still get separate natlonal trademarks,

2.2 Typical New Zealand business will not benefit or disbenefit

For mast New Zealand companies, [I" cadified through patents and trademarks are not
relevant to their businesses. Most New Zealand businesses are very small; in fact 9o are
either non-employers or employ at most 5 people.* Our general comment [s that
questiaons of IP in general and trade marking In particular are not important for many of

* Statistics NZ Business Demographics Statistics, as at February 2010,

Trans-Tasman harmonisation of IP regimes
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these firms; however, it might be very important for some and perhaps to more in
future.

Figure 1 Businesses by number of people employad

0%

6% -

0%

40% -

% 1

20% A

10%

The C% ' hose companles that wish to register in

e¥ed. Large firms are likely to take the option of trans-Tasman registration

3 L% .
may bi :5@, potential costs of registering a unitary trademark:
. @5 ignificart cost will be Increased difficulty in finding a wmrark that can be

%

%ven if they have no Intention of marketing thelr product In New Zealand in the
short term. This means there will be a higher number of marks on the register
relevant to New Zealand. Businesses and patent attorneys consistently stated that
New Zealand trademarks were often not able to be registered in Australia, and they
used a different mark or brand there. This suggests a materlal impact from a farger
register.

= There is potential for higher patent attorney costs and officlal fees because of the
larger search requirements, and the need for iteration to find 2 useable mark. We
understand from officlals that they do not consider these costs to be significant.
We understand that IPONZ undertakes a search of the Australian register as a
matter of course.

s+ There may also be a delay in obtaining registration. There will be a reduction In the
number of applications by an estimated 7-12% (see below); offsetting this, each
application will require additional effort by the 1P office. For all applications there
will be a somewhat larger (and increasing over time) set of trademarks to search.
Those applications that would have Just gone to one country and now cover both
will require a wider marketplace search for existing use. However, again, our

10
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understanding is that there is a search of the New Zealand and Australtan registers
at present.
If they do not have the money to pay the higher costs, they may choose to adopt the
mark anyway. This risks problems at a [ater date if an Infringed party becomes aware of
thelr operations.

broader issue than offensiveness to Maocrl, Some businesses and attorne tioned

osian «
and Maori words, local collogqulalisms, and cultural issues apimag
New Zealand by source, and wheti e'dther country. We

the extent to which Australian trademark examiners could be expectad
2.3 Number of applicants @ @
have chosen to use gverage.da

Another problem is idiomatic differences between Australia and Mew Zealand, Thisis a
descriptive words from the New Zealand lexicon. Examples mi
The table below provides a summary Ny ‘ ffat r Australia and

Tof ' Rasldent Residént' Madrid Other Other '
: r applications applicatlons applicatlons  [nternational international .
%t ateflice '

for single for both for single for both
62,537 36529 2,388 11,888 4.800-8472  B0O002,328
oW 17,828 7,055 933 - Ry 552-4 224 8

. Zealand

3 Source: World Intellectual Property Organlsation (2010) World intellectual Property
Indicators, hitp:/fwww.wipo.intfipstats/en/statistics/marks/

* The uncertainty around whether ‘other International’ appllcations are simultaneously flled
in both Australia and New Zealand reflects the range of figures given [n the TTOIG trial report
(refer previous section). There is no independent data available on this Issua (from IPONZ or

WIPO).

3 New Zealand is not currently a member of the Madrld Union. This is discussed further
below.

M

Trans-Tasman harmonisation of [P regimes
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For six months, ending in August 2010, IP Australia and [PONZ ran a live trial to fdentify:

»  Whethar a portion of the trademark examination could be done enly once and if
the offices could rely on each other’s work; and

+  How large the group of International applications is that simultaneously seek both
Australiar and New Zealand registration.

SvarItiatfficult to envisage a sufficient
@ r of gpplidakisRak Would outweigh the costs indicated

ich sadif all
7 % ualt of the trial (2,238 applications) and the ‘more likely'

; il d by IPO pplications) as the range for analysis. There are no

i ent st’a{!!;\Q €5av e that provides guidance on this issue.

s at all Australian fllings originating in New Zealand have a

mp ous New Zealand filing. This is extremely unlikely. As we have already

t8¢, there is often a detay of several years before a New Zealand business moves inta
eMustralian market, Under the current sysiem it is likely that there Is a similar delay in

% ademark registration, Based on their experience, patent attorneys variously suggested

Q between 2% and 10% of Mew Zealand trademarks are filed simultaneously into Australia.

- The figure we have used is at the top end of that range. This will therefore overstate the
total benefits to New Zealand businesses.

% in order to avoid double counting wa have only noted applications In their office of first
fillng. We have assumed that for appllcatlons origlnating in New Zealand this is New Zealand;
for all other applications (from Australia and other countries) we have assumed this s
Australla. As a resuit the table does not add horfzontally.

12

Trans-Tasman harmonlsation of IP regimes
Privilaged and Confidoniial



¥ sapere rasearch group

2.4 Cost changes

We have estimated the costs and benefits to businesses on the following bases:

@%ﬂmh . a 117 b 40

For applications filed in a single country, as attorneys and the patent office are not
required to look at additional data beyond what they already look at, we assume
that there will be no Increase In search costs. This is an important assumption and is
one which the patent attorneys contest; they indicate that there will be-

foran apphcatton originating in A

rajitated, T j
HY,
assumed that the applicant weyl ofﬁc:al application

and renewal fees or so cia ted with these
functions, We have aggufiiz MR ' ney costs for the secondary
country woul ) KE B Wor c required because of the
broader scopet-{hafa e Ty A national application. We have

ld remaln, as there would still be a

Naw Zealand

Austratia

Application 224. L 100
Registration - 325 iy 0 ,
Renswal 3 " 300 ' 250

? The exchange rate used Is 0.77 NZDJAUD. The search fees are the TM Headstart for
Australla and the prelimlnary search and advice Tees for New Zealand.

13
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Additional assummptions that we have made are:

*  Australian trademark applications have 1.6 classes on average,”® compared to 1.83
classes on average for New Zealand applications.’

+  The discount rate is 8.2%. This is in line with Treasury recommendations.”

Change in business costs for a trademark application by origin counny'1
A nagative number is inlerpreled as an inciease in costs

' $Single country

Australia ' Nl to -$64
" New Zealand ST Nil to 521

Based on the cost changes indicated inf
applications between 2004 and 2008,

benefit to New Zealand busi :
account for the Madrl !
Tasman trademar% iSpro

U, This estimate does not
er of applications for trans-
the benefit).

8 Spurce: WIPO.
9 Source: IPONZ.

19 The Treasury (2008, as revised In October 2010) Public Sector Discount Rates for Cost Benefl
Analysis,

* Spurces: WIPO, IPONZ, IP Australia, Global |P Estimator online, Treasury (for discount rate),
Reserve Bank (for exchange rates).

14
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2.5 Sensitivity analysis - attorney costs

Total annual change in costs by origin country, sensitivity to attorney cost
far search

i, Official fes-only

Australia L s47Em -
New Zealand _f $2,04m
, Intemational :; $5.48m

There is a risk that attom'ey costs for a New Zga
This could occur if iteration was needed {a-4danli
\‘3 .!T

expanded considerably as more Australig) :
The table shows the result e 0 e officia) 4

single country applica a:ltema @-& AR

Included.” Clearl
icat%
on overseas businesses unclear
% e have also noted the results for international applicants (i.e. from outside Australia
. and New Zealand). According to the results of the mutual recognition trial, we could

expect between 2,328 and 6,000 applications from overseas companies for a joint
trademark.” We have used the lower estimate to derive these results. If the higher cost
flgure is used (i.e. including the patent attorney search costs), then there would need to

faerls added to the cost for a
dttorney search fees are also

2 These are obtained from the breakdown of costs in Global IP Estimator. We have used the
component of the fee assoclated with the search component of an Australian application
(for New Zealand).

¥ The smaller figure is the annualised number eligibie for the mutual recognition trial. The
larger figure is an estimate by [PONZ, for which no further detail is available, so it is not clear
whether these are cantemporaneous appllcations or applications In New Zealand that
cotrespond to an eatiler Australlan application.
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be around 4,300 comimon applications for internatlonal business to be indifferent. In
other words, if 4,100 {or more) of the 6,552 applications by overseas companies for
New Zealand trademarks were also sent to Australia and converted to trans-Tasman
marks, then the additional costs to international companles would be equal to (or less
than) benefits of the scheme.

IPONZ has said that they expect approximately 6,000 {inward) applications under the
Madrid pratocal. Some of these will be new (i.e. the trademark would not h

direct applications in both Australia and New Zealand. One rule of @

Madrid System has yet to be set, Itis e ey exo5tofa stand-alone
mark. The benefit of a trans-Tasma : A5 ts'will therefore be
lower than described here,

[tfs possible that egiste costs further under the Madrid
Protocol if it was bt ecognlsg &' ry" as the CTM in Europe has been,

Howeverdt i ato ¢ efvor whether this will occur and the effect on

@éigpl %&costs

Th % 050 of implementing the system that we have identified are:

ost of changing the computer systems to allow searching on the other
country's database. This cost may be very small, or even nil, as the databases are

i g :j; already being searched regularly, The cost of enhancing the New Zealand quality

oy

system (some work on this is in progress, which may be sufficient to eliminate this
as a cost specific to this project).

«  Changing the law to delegate authority to examine to the IP office in the other
country.

«  Changing the law to align the classification requirements (New Zealand takes a
more conservative approach currently), and whether aname is capable of
distinguishing (in Australia it Is as long as it is not common or farnous, in
New Zealand it is not),
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2.8 Conclusion

The benefit to the New Zealand economy is estimated to be at most $2.04m per annum,
The main debate is around the assumptions of cost (with two very different views), as
well as the nature of the less easy to measure, but possibly important, strategic benefit
of having a unitary trademark regime,
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3. Patents

The cost of patenting in Australla and New Zealand is not really a mafor Issue for
business. In a recent Business New Zealand survey, respondents gave it a low priority,
with concern expressed that it would increase the costs of monitoring the
manufacturing environment and defending a company’s freedom to operate in

New Zealand because of the much higher number of applications in Austr This view
was reinforced by businesses we inteyviewed, «
Again, officials have a different perspective, largely driven b @

5 rengtl
skill base in IPONZ to improve the quality of examinatigr§ 3 op gr er
institutional resilience in the face of increasing spec @ 5 ofﬂclal

i inat quiremnént. .

Once the Patents Bill {c its : ) Is passed, the New Zealand
and Australian law ; i @ cluding universal novelty
ws

{currently Ne_w only} and inventive step. The same
set of priqrdr Without this legislative change, this
ces will remain such as:

aland [aw for software, gene technologies and treatment
round the test for obviousness;
@ aorl advisory committee; and
@ Practice and procedure variations.
@ Some minor changes to Australian law will also be required (such as allowing delegation
of examination to IPONZ), but [P Australia does not see these as significant.

" This cancern may reflect a misconception that the proposal is for a single trans-Tasman
grant of patent, rather than individual Australian and New Zealand grants. However,
Australfan companies may apply more often for New Zealand patents if it is easier and
cheaper to do so from Australia than at preséent. In this case, this concern would have some

basls.
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3.2 Limited benefits to New Zealand

Business could see the benefit of an improved quality of examination, but our view is
that the full implications of the changes for IPONZ are not fully seen or understood by

business,

Few of the patent attorneys or businesses to whom we spoke with could ldentify any

benefits associated with the proposal, other than possibly some efficiency cessing
at the patent office. The benefits that we have identifled through discys ‘R IP
Australia in particular are: & @

*  Forthe patent offices, economies of scope from elimifigting onk2xamin, ion

s 2 two exdmiRetio

each application. This is not strictly true as therex

and two reports, and indeed two patents of theatanRatohs
should have significant overlap as de ) %
« P Australia also identified an i . racy a %ﬂ ectronic transfer
of infermation. However,- noi{5e on the implementation
i uld be separately

e in New Zealand) and should not

ained at the same time through the office of filing.

@)@ E ; For exporters, greater confldence about investing and exporting to Australia, as the

patents are granted for the same specification and of the same quality standard.
This is unlikely to be material, as exporters can obtain Australian patents to their
New Zealand specification now.

»  Possibly an Impravement in examination quality. All interviewees agreed that
higher quality examination is better, because the patent is more likely to be valid
and freedom to operate Is not ineffidiently restricted by weak patents. However,
there was little support faor the notion that Australia has a higher quality of
examination, Some interviewees felt that in theory Australia should be better, as
they are WIFQ certified to undertake search and examination for international PCT
patent applications, which New Zealand is not.” [P Australia has to meet quality

> An affice must have a minimurn of one hundred examiners to be eligible to be a PCT search
and examinatlon offlce, IPONZ has around thirty examiners.
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standards as part of this certification process. |P Australia certainly considers

Mew Zealand does not meet this quality standard. In addition, by virtue of its scale
IP Australia operates with a much higher degree of specialisation, which is likely to
be a benefit in terms of gatting robust patents, Based on cur interviews thaugh, it
seefms that there are very divergent oplnlons; some se¢e the differences areln
process rather than quality of outcome, Others see the difference as much more
significant. Our judgment supports the later. It will be difficult to protect

specialisatlon with a group of only thirty examiners with the Increase rt
required by the new test, g : «
3.3 Fees « @

New Zealand patent offices. Both cou
suggests that New Zealand fees wl\ I3
n

0 cosi : ' iples, This
o the KTsty :
3 ment Cost Recovery

b \.\#1 bf services at a product group level

ither a marginal cost or a full cost recovery basis. Clearly this makes a
difference to the cost of patents.

will

I
t seems highly likely that It will be a full cost recovery basis otherwise the fixed costs of

patent examination will not be recovered. Adding weight to this condusion, IP
Australia’s analysis of the proposal assumes that the fees will remain the same,

Assuming official fees won’t change seems conservative. Those applications for
New Zealand patents that are examined in Australia would need to coverthe higher
Australlan cost suggesting the New Zealand fee would need to rise to at least the

*® This information is drawn from the IP Australia Cost Recovery Impact Statement 2010. This
report also indicates that the fees are based on an activity based costing model, taking
account of the goveinment’s [nnovatlon policy and charging a lesser portion of the cost up
frant and recovering the full cost through renewal charges. The fees are set on a three year
cycle, sa presumably the next review will take effectin 2014,
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Australian fee. In addition, the costs of administering the agreement between the two
offices would need to be recovered.

We understand that IPONZ fees are expected to rse in any event. This Is related to a
combination of the changes in the Bill, and the Introduction of new qualfty measures

that would be required by IP Australla.

It seemns inevitable then that New Zealand official fees for a New Zealand only-patent

will rise. It cannot be estimated by how much, relative to the (as yet unk her

fee associated with the new Bill. \y %i : _

For dual applicatlons, the IP Australia assumption appears &G Re) thak parties will pa @

sum of the fees of both offices. Notwithstanding our efgédtatinibthat NewZga

fees will rise, this seemns to ignore the economie he pate fieas. These
6 gxpected thma yqditi

official fee for the secondary country s han th % a‘stand-alone

application. - \ Q K%
3.4 Estimated savings r@@
¢ n{ sifesses assoclated with the single

“Haverélied on scenarlos run by IP Australia fora PCT
iine, using the middle of their band of estimates.”

r-i't rmore analysis of the patent applications data available from WIPO in
FhgpRend
: Office .. Qrigin i, Average applications " Estlmated saving per ;

I

% 2004-08 application |

1 - Lok :

Australla - Austrakia y 2,698 |
New Zealand ; 296 R 3,760 :

7 The IP Australla scenarlos were run in Octaber 2010, so we have adjusted the resufts for
changes in the AUJUS exchange rate since that time (since all faes are converted from US
dollars). Results have then been converted to NZ dollars.
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" Other - PCT - ¢ 17,785

: Otfier — on PGT L 4,398 |
: New Zealand Australia B 545 : 2,649
: NewZ&algnd 1,765

The estimated savings are based on the assumption
fillng would be eliminated for one application filed
We have assumed that PCT applicants woujdSi
eliminating the New Zealand attorney

-  Qther - PCT R 3,829 3 @@ i «
Other—~non-PCT 755 «

{d likely increase with the proposal to have a joint

‘ n@t =, as relatively little work is being eliminated.
/)

e savings

N T
ii Estimated savings

Australla " $1.44m
New Zealand ‘ ‘: $1.11m
' Total : $2.560

Based on tha average volume of applications in 2004 to 2008, the available annual
savings are $1.11m to New Zealand businesses.
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3.6 Timeliness of grant — a material risk to manage

Offsetting these business cost savings, there Is a risk that there s an Increase in the
amount of time taken to get a patent granted. Commerdially, a patent granted Is much
more valuable than a patent pending.

In New Zealand, patents are examined within twenty working days while in Australia it
takes fourteen months from request for examination. The key from the p

would be a disbenefit.

{PONZ and IP Australia have agreed that, subject to
be no diminution n service as a result of this pr:

changes. The timeframe will chang
true status quo is likely to b

hen they wish to get their patent (for
z4jon in order far acceptance, which can be held

e\‘r’pwhere there is nfringement, it is possible to prosecute for damages back to
edate of flling once your patent has been granted. In reality, the business may never

@ acover the damage in the market associated with increased competition, and the
infringer may wind up their business having made money from the patented idea before

damages can be awarded. The proposal may force applicants into delaying their grant
when it is not in their best Interest.

Any delay would only have to cost businesses an average of $540 to outwelgh the
estimated savings. This does not seem implausible in terms of the lost business
opportunities in tha market. We therefore strongly caution that the patent timeframe is
monitored very closely to ensure that any benefits are not lost through delay.

* |n Australia, there is a further delay of around four years between filing a patent
application and requesting examination,
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3.7 Other costs

We have not quantified the work that will be required to set up the system between the
two countrles and the ongoing costs of IT requirements, security arrangements, ard
training for examiners in dual legislation. These should not be underestimated,
particularly the last. New Zealand examiners will be required to come to grips with a
new New Zealand law. This proposal effectively requires them to examine two new
faws.™

3.8 Benefit to Australian economy

The business savings for Australia will be greater, as lan fi r@ g%

applications in New Zealand than vice versa.

We understand that IP Australia Is hopirf e - ther,
particularly developing, countrfes. PR P4 gitbe n t to their economy
of exportlng regulatory prac - I & Gaspbenefii for New Zealand
businesses as well.

Althoughitisso iveyTe ginpetils proposal in larger, more significant
markets to S -. \s"and allow IPONZ to ‘export’ Its operational

duce the .- backiog would benefit New Zealand. it Is not
Austrafia has the lnternat:onal cloutin |n1:e1!ectual

td'New Zealand businesses than a trans-Tasman scheme. Thelr
' nge centred in these farger markets (e.g. the United States,

Y There may be a small benefit to IPONZ If IP Australfa is more willing to asslst them with
tralning thelr examiners in the new tests because of this proposal. However, this Is unlikely
to be substantial given differences in legislation; case law {Australialooks fo the United
States, while New Zealand tends to look to the United Kingdom), practice and process will
persist betweaen the offices.
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3.9 International businesses big winners

Estimated annual savings, common PCT filings

f ) h ) ’ ;; Es;ln;alﬁﬂﬂwins o o S

o '_ " $4.80m1 | s

. ﬂo%- ' ' . $7.29m @@ ] «
o O semm ¢ « {y @

?‘ »
g‘ to <) d%
Australla. The table above gives an indication afisfviygsthat wo a lete
forelgn companies based on a range of ggsQmitigngabout Hory of PCT

; 3 a re were an
estimated average of 3,829 PCT appljéatiioy n n, foreign companies
with IPONZ between 200 , % ated cost savings [f 40%

{1,532), 60% (2,297) or in Australia.

Recall that t igures provided by IP Australia of savings

' ificantly overestimated.

% the larges is to overseas firms, Despite this, it is not clear that

1 of the patent that drives behaviour.

\ il chapgetheir bi%qour, as New Zealand is relatively inconsequential and the
% @ file a patent here. In ather words, it is the size of the potential
mar, LN&CC
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4. New Zealand attorneys are against the
proposals

Ve have not been asked to come to a view about tha opposing views on the proposal
from officials and the patent attorneys but, rather, note the views for completgness.

Our general perspective is that there is likely to be a stronger patent attg
in Australia simply because it is a larger market with a higher propor)
the advanced manufactures and other {P intensive areas than N e )
consequence, Its formal and informal networks will be str and, fvertime, Its %

competitive position will continue to strengthen. @ :
4.1 On trademarks ... . @ @
<gsman mark. As an

example of the comments ey said that he would
counsel against gettin here would be more room for

other firms to attack: , enderifg @mark unusable. In contrast, a single
) ack In the other |urisdiction. For example,
atching services in Australia, but not

ustify the cost. These companles then

The views of the attorneys are neg

Ne
te

iew expressed by attorneys and we have no evidence to suppart
" it Is clear that any business that seaks to expand in Australia will
entry barriers, including a higher level of commercial aggression that

E 2 competitive disadvantage of New Zealand patent attorneys. New Zealand attarneys

cannot market themselves as Trademark Attorneys under the proposed joint regulatory
regime for the profession, but Australian attorneys can. This is a well recognised term
Internationally, If a New Zealand trademark can be easily obtained by an Australian
Trademark Attomey, International companies are more likely to use this option. They are
likely to be more familiar with Australian attorneys {where they flle more trademarks).

New Zealand attorneys are likely to have a cost advantage, but the cost of marketing
may outweigh the advantage. |tis also unlikely to be something multinationals exert
effort to seek out, given the relatively small costs of Australasian [P protection
(compared to Furope, the United States ar Japan for example).

4.2 The patent attorney profession will shrink?

IPONZ has a strong view that the specfalisation In patent examfnation is needed for
survival of the office. On the other hand, patent attorneys feel that the proposal will
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exacerbate the so-called ‘brain drain’ with patent attorneys leaving for Australia. Patent
attorney firms report that they have difficulty retaining staff because salaries are much
higher in Sydney. If this proposal goes ahead, then [arge international firms are likely to
use Australian-based patent attorneys to file New Zealand applications (through the
Australian patent office). This Is lilkely for two reasons:

= Australfa is a larger market and overseas (and some local) businesses are likely to
feel more confident that they can obtain the skitls they require to pro e their
patents in alarger market. Overseas firms are more likely to be fa the
X .

Austratian market, because they file almost five times the nu ther «
Some New Zealand businesses already reportedly belfey ealand .-..‘ =

with litigation or revocations and ob ; %IL

= Anumber of firms reported t i _ @%& g cheap fees to file

\ . 0

In New Zealand {In addi me sort of early
atic advantage. The model

seemsto bat]

litigation phé
peri ds '
i Internatj ill reduce the work variaty that New Zealand firms

d thsrefor Srfeduce the attractiveness of New Zealand to patent

ys.
o

: ; T h@%@ of business models evident in New Zealand patent attorney firms:

e firms focus on representing local clients, which tend to be small businesses;

' E %xthese clients are likely to wish to retain local representation. There are also a small
@ number of large New Zealand firms that retain New Zealand attorneys.
»  Some firms have a greater proportion of international work, often around 50-60%,
for companles wishing to file Into New Zealand and sometimes Australia. kt Is this
work that is at risk of moving to Australia.

«  One firm reported that they have leveraged the lower salaries of New Zealand
patent attorneys and represent overseas clients in overseas jurisdictions.

There is no empirical ideal slze for a workforce; generally competitive forces should be
left to determine this. However, we did hear the sentiment from business that it Is
difficult to describe and conceptuallse an invention over the phone ~ so the abllity to
meet is valuable. Some businesses felt that the talent pool for their specific technology
in New Zealand Is already small {limited to two-three attorneys).

Thera are 149 fellows of the NZ Institute of Patent Attorneys, which represents almost
all of the attorneys practicing [n New Zealand. As a comparison, as at 30 June 2010, there
were 11,223 current practising certificates for barristers and solicitors.
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Ohtaining patent attorney services in New Zealand may increase in cost for the
following reasons:

s [nternational work is generally more profitable than local work. To the extent that
there is currently a larger gross contribution, local fees will rise.

= [fthere are no New Zealand based attorneys with a particular expertise, businesses
may have to employ an Australian firm, Australian patent attorneys cost agound 20-
30% more for routine filing, 40-50% more for contentlous work.™

s One further issue that was raised by a nurnber of patent ath

business was that having a national patent office is an Hf (vareignty, A
patent is a Crown grant and as such should be gra EQ natienal org sat
not an Australian one. There was some concern v gg)

delegate patent pranting to Australia.

The Australian economy is likely to gali e pro available work is

!E ining of patent attorneys will mean that,

g5 of-training. They also challenge the analysis of the
n and see it as likely that there will be a price

2 \wea alzo heard examples of two Australian firms charging more than three times what a
New Zealand attorney would charge for a similar application (not allowing for the exchange

rate).
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5. Conclusion

As indicated earlier, our findings are equivocal. Neither of the proposals to harmonise
trans-Tasman [ntellectual property analysed in this paper are a priority for business.
There are some small benefits and some possible risks.

Atrans-Tasman trademark register has the risk of potentfally raising costs, and will save
a relatively small amount of money, for the small group of businesses who do want a
trans-Tasman trademark, However, MED has a strong view that there are other benefits

from a regional trademark.

Asingle patent examination is unlikely to provide substantial cost savin
New Zealand businesses, and there [s the potential risk if it result ' '
prosecution of a New Zealand patent.

2

as businesses applylng
New Zealand that drives

Iy Cogbas frorny a wider portfolio than just Australia and
&ﬁi ke with suggested a minimum of ‘half a dozen'. All
QAT

erqte. This's
Ay .— verage any agreement on quality or operational efficiencies to
s LibhiliReiit markets, if that would reduce the international backlog of

3

Trans-Tasman harmonisation of IP regimes
Priviiegad and Coaflcentlal




(% sapere research group

Appendix A: Statistical overview

A.1 Patent statistics

In 2008, 5,724 patent applications were filed in New Zealand. Of these, 271 origlnated in
Australia and a further 4,197 were from other foreign residents. In Australia, 26,346
applications were made, of which 272 originated [n New Zealand and 23,253 outside
Australasla, While it Is not possible to categorically determine the proportion of
applications that were made in both countries, It is probably reasonable to assume that
a slgnificant proportion of those applications made by non-residents In New Zaaland

were also made in Australia.
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Figure 3: Australian patent applications by resident and non-resident
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Appllcants can file their patents in multiple countrles leading to some applications being
counted more than once in the WIPO statistics by country of origin or offlce. To give a
clearer measure of activity, WIPO has developed a measure [t calls ‘patent families’ in
which a set of patents with some interlinking feature, such as priority claim, PCT national
phase entry, continuation, continuation in-part, addition or division.
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Figure 5: Patent familles by country of origin
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Sted in 2007 during the global recession, dropping 45% compared with the

fn New Zealand, 17,582 applicatlons were made in 2008, with 8,330 of these being local,
2,515 orlginating in Australia, and 6,737 other overseas applicants.
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Figure 6: Trademark applications in Australia and New Zealand
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Appendix B: Interviews completed™

interviews
Businesses
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' We spoke with other business people who were unable to give us the time to complete a
full interview. We have not listed these here,
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Appendix C: Questionnaires

Int[gd uction

Australia and New Zealand are working towards harmonising trans-Tasman intellectual
property law. We are undertaking research for the New Zealand government on the
potential costs and benefits of a single examination model for patents and a common

trans-Tasman trademark register.

[t is Intended that eventually a patent filed in one country may be examined in either IP

office (e.g. an Australian application could be examined in New Zealand or inAlstratia);
if appl:catlons are filed i in both countnes, one exammer wolld examineg b «

with the {u
these
e lmp@ vbrotection to New Zealand businesses.
hich existing rules make it more difficult for New Zealand firms
siness In Australia, andfor for foreign firms to do business here, and
nce to which these proposals will change how people do their business.

% % The potential effects of the proposed single examination model on the time,

cost, and quality of patent examination in New Zealand.
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Patent attorney questions - patents

1. Canyou please outline the type of intellectual property work you do, including
the fields of technology and whether your business Is predomlInantly from New
Zealand companies or overseas companies?

2. What effect will there be from a single examination model on the work that
patent attorneys do in terms of both volume and scope?

3. What workls involved in customlsing applicatlons for each jurisdiction?

4. How do companies organise patent attorneys in New Zealand and ralla in
your experience? What features of the company or its intellect

strategy drive this?
5. How long does it take to get a patent — do you t] ﬁﬂecwa

increase? How important [s that?

6. How will this proposal benefit Ne esse

7. How wili this propesal be ] bus n other overseas
buslnesses? Why?
s propofalv any Effect on the quallty of patent
atent? Why?
% ansider this proposal brings?

ke any other comments on the proposal for a single
trins-Tasman patent applications?

ould Ll]l
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Patent attorney questions - Trademarks

1. Canyou please outline the type of intellectual property work you do, including
the flelds of technology and whether your business is predominantly from New
Zealand companies or overseas companies?

2. Towhat extent do New Zealand firms apply for trademark registration in
Australia as well as here?

3. What effect will there be on the work that patent attorneys do in terms of
volume and scope?

4. What work Is involved in customising applicatlans for each jurlsdig @ «
5. How do you think that this proposal will benefit New Ze 15[nEsses? @
6. What disadvantages do you cansider this pr

7. Would you like to make any other ["s] pro a single
trans-Tasman trademarkre r

@
@
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Com

1. Can you please describe your business in terms of the main fields of technology
you operate in, whether your focus is export or domestic markets and
approximate annual turnover?

2. How significant [s IP protection for your business? Do you use trademarks or
patents?

3. What countries do you formally protect your IPin?
4. How do you decide to insource { outsource advice? Do you emplayifrhouse iP
specialists andfor external sources such as law firms, patent gt other

types of advisors? Do you employ IP specialists in New Zga]3 n othe
cauntrles where you protect your |IP?

5. What causes IP frustratlons and costs for yo ; I

rademarks

7-  What, if any, chahgeswoul 3y yorreperate if you were able to
apply for pate - 1 In Austeationg rwZealand by using a single
patenta el \ %

ange

stral’ nd N atand?

% see as the henefits to your business of P protection?
, @ at do you see as the beneiits to your business In having an enforceable trans-
Tasman trade mark right?

11. Do you have any experience of problems with the quality of patent examination
in New Zealand? If 50, do you think this proposal will address those problems?
(NB for Interviewer: there Is some suggestion that the examination quality will
improve with Australian examiners broader experience).

12. Do you have any experlence of problems registering and / or enforcing your
trade marks in Australia compared to New Zealand?

13. What are the wider benefits to New Zealand businesses from this proposal?
What about overseas companies?

14. What are the wider benefits to New Zealand business from having the abillty to
reglster and enforce their trademarks across Australia and New Zealand?

15. What are the disadvantages to businesses (elther [n New Zealand or Australia or
elsewhere) from this proposal?
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16. What are the disadvantages to businesses (either in New Zealand or Australia or
elsewhere) from the proposal to provide a trans-Tasman trademarks register?

17. Which Ismore important to your business, obtalning a trade mavk registration in
New Zealand, Australfa, across Australia and New Zealand, or elsewhere?

18, Are there any other comments you would Iike to make about the proposal fora
single examination model for patents { or [ a joint trans-Tasman trade mark
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