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[bookmark: _Toc392090300][bookmark: _Toc392614131][bookmark: _Toc394086947]If products sold in Australia are marked to indicate they are patented, such marking gives notice to third parties that the products are protected by patents. In the absence of such notice, infringers may not be aware of patent rights and patentees who are successful in providing infringement may not be eligible for monetary remedies. The reason for this is that those found liable for infringement can argue that their infringing actions were done innocently, as provided in s 123 of the Patents Act 1990 (Cth) – otherwise known as innocent infringement. In a market economy that generally relies on free competition for efficient allocation of resources, patent marking signals that at least one functional aspect of a product is not open to direct competition. Analysis in this article demonstrates that current Australian provisions on effecting notice of patent rights via patent marking are contrary to patent theory and result in notice being too easily discharged. This obviates protection that should be afforded to innocent infringers and causes inefficiencies in the patent regime – particularly in the form of additional transaction costs. On this basis, amendments to the innocent infringement provision are recommended. These recommendations are based on the mechanism by which UK law demands patent numbers be included to effect notice through patent marking, and the mechanism by which “virtual marking” is explicitly permitted in the US. Such amendments will harmonise Australia’s patent law with two major trading partners, simplify international trade of patent protected products, and increase the overall efficiency of the patent system.
<DIV>INTRODUCTION
When patent infringement is decided by a court in Australia, no recourse is made to the mental state of the alleged infringer.[footnoteRef:2] Patent infringement is a strict liability offence. However, a court has a discretion to refuse damages or an order for an account of profits if the infringer was not aware, and had no reason to believe that a patent for the invention existed. This mechanism is known as innocent infringement. It is not applicable to the grating of injunctions. [2:  Patents Act 1990 (Cth) ss 13, 120; M’Lean v Kettle (1883) 9 VLR (E) 145 at 147-148 (Molesworth J); Proctor v Bennis (1887) 4 RPC 333 at 346 (Bristowe VC), 356-357 (Bowen LJ); Stead v Anderson (1846) 136 ER 724 at 736 (Wilde CJ); see also Minnesota Mining & Manufacturing Co v Beiersdorf (1980) 144 CLR 253 at 271-287 (Aickin J; Barwick CJ, Stephen, Mason and Wilson JJ agreeing); Populin v HB Nominees Pty Ltd (1982) 56 FLR 37 at 41-47 (Bowen CJ, Deane and Elliott JJ).] 

Section 123 of the Patents Act 1990 (Cth) (Patents Act) contains Australia’s current provisions on innocent infringement. Section 123(1) provides that, if a court is satisfied that at the time of infringement an infringer was not aware, and had no reason to believe, that a patent for the invention existed, then the court may refuse to award damages or an account of profits. Section 123(2) provides that if patented products are “marked so as to indicate that they are patented in Australia”, and the products were sold or used in Australia “to a substantial extent” before the date of the infringement, then the infringer is taken to be aware of the patent unless the contrary is established. 
The process of marking a product with patent related information is known as “patent marking”. This article is concerned with the satisfaction of the patent marking requirement.
Since 1903, federal Australian patent law has included a provision dealing with innocent infringement.[footnoteRef:3] Yet in nearly 110 years, such provisions have received little academic, legislative or judicial attention.[footnoteRef:4] Innocent infringement under the Patents Act 1903 (Cth) was not subject to judicial interpretation until Philips v Myer Emporium Ltd (1928) 34 ALR 76. In that case Irvine CJ criticised the provision, labelling it as “imperfectly drafted, and almost unintelligible” (at 77). This led to the section being re-written in the Patents Act 1952 (Cth), s 124. The new provision was based on the British equivalent, which had been introduced in 1907.[footnoteRef:5] Since 1952, innocent infringement in Australian patent law has been the subject of a judicial opinion only once.[footnoteRef:6] An argument could be made that the small amount of litigation and commentary indicates that the provision is working well. However, from the economic perspective discussed in this article, cracks in the operation of the provision appear.  [3:  Patents Act 1903 (Cth) s 125.]  [4:  Bodkin C, Patent Law in Australia – Annotated Patents Act 1990 (Cth) (Thomson Reuters, at January 2013) PA 123.80.]  [5:  Patents Act 1907, 7 Edw 7, c 29, s 33.]  [6:  Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 345.] 

In James Bessen and Michael Mueurer’s book, Patent Failure,[footnoteRef:7] the authors argue that patent law has failed to require patentees to notify and articulate the boundaries of their rights in technology, which therefore disrupts the operation of patents as incentives for economic growth. Bessen and Meurer build their “notice failure” thesis on four arguments:  [7:  Bessen J and Meurer MJ, Patent Failure (Princeton University Press, 2008) Ch 1.] 

(1) Patent claim language is vague and unpredictable;[footnoteRef:8]  [8:  Bessen and Meurer, n 6, pp 54-62.] 

(2) Patent claim laws allow technology to be claimed that is not adequately disclosed;[footnoteRef:9]  [9:  Bessen and Meurer, n 6, pp 64-68.] 

(3) Some patent claim information is not readily available;[footnoteRef:10] and  [10:  Bessen and Meurer, n 6, pp 62-63.] 

(4) The large numbers of patents and fragmentation of patent rights in technology, otherwise known as patent thickets, makes identifying technology already invented difficult.[footnoteRef:11]  [11:  Bessen and Meurer, n 6, pp 68-72.] 

Bessen and Meurer use these arguments to demonstrate how, in many instances, patents have not operated as well demarcated pieces of property, efficiently allocating resources,[footnoteRef:12] but as a “tax” on innovation causing inefficiencies. Two particular types of inefficiencies the authors focus upon are: increased transaction costs in the form of search and information costs;[footnoteRef:13] and litigation. Both, which they argue, could be avoided if rights in technology are unambiguous.[footnoteRef:14] [12:  Bessen and Meurer, n 6, pp 47-52.]  [13:  Bessen and Meurer, n 6, pp 10-11, 50, 69-71. Although it should be noted Bessen and Meurer do not use the term “transaction costs” to describe additional or increased search or information costs. However, Dahlman CJ describes them this way in his seminal work, Dahlman CJ, “The problem of externality” (1979) 22 Journal of Law and Economics 141 at 148.]  [14:  Bessen and Meurer, n 6, Ch 2. Bessen and Meurer support their arguments with a survey of empirical evidence on tangible and intellectual property. They show that unlike tangible property in which there is little confusion about boundaries and has clear economic payoffs, no similar economic payoff has been observed for patent rights, see Chs 4-6.] 

The focus of this article is on Bessen and Meuerer’s third argument: that patents fail to fulfil their economic role when information about the extent of the property rights claimed cannot be readily accessed.[footnoteRef:15] In Patent Failure, Bessen and Meuerer’s argument focuses on the ability, or strategy, of patentees to hide claims during the application process in the US.[footnoteRef:16] This article extends that reasoning to innocent infringement and patent marking. In short, the argument is that opaque patent rights created by inadequate marking is contrary to contemporary patent theory, causing unnecessary transaction costs and information asymmetries. [15:  Bessen and Meurer, n 6, pp 62-63.]  [16:  Bessen and Meurer, n 6, pp 62-63.] 

The first part of this article begins by outlining the concept and rationale for innocent infringement and patent marking in the context of contemporary patent law theory. In a later article, Meuerer, together with Peter Menell, briefly address the issue of patent marking, but not in detail and not in reference to marking with patent numbers.[footnoteRef:17] US and UK patent law specifies that for notice to be effected through patent marking, a patent number must be included.[footnoteRef:18] One of the arguments advanced in this article is that patent marking with patent numbers reduces transaction costs and therefore increases the overall efficiency of the patent regime.[footnoteRef:19] However, Australian legislation does not specify that a patent number must be included when patent marking.  [17:  Nor have any other authors. For a brief review of applications of “notice problems”, see Menell PS and Meurer MJ, “Notice Failure and Notice Externalities” (2013) 5 Journal of Legal Analysis 1 at 4-5, 37-38.]  [18:  Patents Act 1977 (UK), s 62(1); 35 USC, s 287(a). ]  [19:  By “patent number” the author is referring to any number associated with a patent that can uniquely identify it and can be easily used to search websites to locate the patent.] 

The only post-1952 Australian judicial opinion on innocent infringement is that of Allsop J in Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR 345,[footnoteRef:20] in which he considered it in obiter. This article offers a more expansive interpretation of s 123 of the Patents Act, with particular focus on identifying what marks are sufficient to discharge notice requirements, including whether patent numbers are required by implication. It becomes clear from this statutory interpretation that patent numbers are not required when patent marking. The need for reform of innocent infringement is then considered with reference to the transaction costs that can be observed when patent numbers are not required. It is argued that s 123 should be amended: patent numbers should be required to satisfy patent marking requirements. Moreover, this should be achieved by a mechanism similar to that used in the UK.	Comment by John Liddicoat: As this case is discussed below with reference to Unilin, should a  [20:   See also Woodbridge Foam Corp v AFCO Automotive Foam Components Pty Ltd (2002) 58 IPR 56 at 59-60 where it was briefly assessed for whether material facts had been plead in support of the “defence”.] 

The second part of this article addresses “virtual patent marking”. Virtual patent marking refers to the practice of marking a patented product with the term “patented”, “together with an address of a posting on the Internet”.[footnoteRef:21] In the US, patent holders have recently been afforded the option to mark patented products using virtual patent marks.[footnoteRef:22] This is in addition to retaining the non-virtual, or “traditional”, way of marking (with the term “patented” and a patent number).[footnoteRef:23] In principle, the case for implementing virtual marking in Australia is quite straight forward. Virtual marking can enhance the notice function of patent marking, while at the same time generally lowering its cost, and simplifying international trade. However, before instituting virtual marking amendments in Australia, legislators should consider additional aspects of virtual marking, and traditional marking, to create the most efficient innocent infringement law. [21:  35 USC s 287(a).]  [22:  35 USC s 287(a), as amended by America Invents Act 2011, Pub L No 112-129, s 16.]  [23:  35 USC s 287(a).] 

Before exploring the substantive arguments in this article it is necessary to briefly outline other issues that are relevant but beyond the scope of this work. First, under s 123(1), notice of patent rights can be established without a market product and therefore without patent marking. Notice of patent rights in scenarios without a market product raises a myriad of additional issues that have been outlined by Bessen and Meurer, and Meuerer and Menell.[footnoteRef:24] In effect, the issue of patent marking a market product, as addressed here, is a relatively distinct ancillary issue. However, as explored in this article, these scenarios do overlap. Since the focus of this article is on patent marking of market products, it will be assumed that the law regarding the discharge of notice without a market product is, more or less, consistent with patent law theory, but still susceptible to reform. Meuerer and Menell do discuss a broad range policy ideas and considerations for notice in circumstances of no market products, but make no specific recommendations.[footnoteRef:25]  [24:  See, Menell and Meurer, n 16; Bessen and Meurer, n 6, Chs 1-3, 10.]  [25:  Bessen and Meurer, n 6, pp 29-50.] 

Second, this article builds on the fact that the potential loss of monetary remedies when a product is not marked as patented, operates to incentivise patent marking. However, as innocent infringement does not affect the award of injunctions, the incentive may not always operate because some patent holders only require injunctions. Commentators have begun to investigate the role of notice in limiting the award of injunctions.[footnoteRef:26] However, the complex nature of injunctions, not least their equitable basis,[footnoteRef:27] means that many of the arguments required to evaluate this issue are not addressed here. [26:  Hovenkamkp H, “Response Notice and Patent Remedies” (2011) 88 Texas Law Review 221 at 224-231; Menell and Meurer, n 16, at 45-46.]  [27:  Relevantly, in considering whether to award an injunction various factors are taken into account including, laches (Cabot Corp v Minnesota Mining & Mfg Ltd (1987) 11 NSWLR 697 at 709-711), dishonesty, unconscionability (Kalamazoo (Aust) Pty Ltd v Compact Business Systems Pty Ltd (1985) 5 IPR 213 at 241; Turner v General Motors (Australia) Pty Ltd (1929) 42 CLR 352 at 366 (Isaccs J), 369-370 (Dixon J)), and undue hardship that will be suffered by defendants (Samsung Electronics Co Ltd v Apple Inc (2011) 286 ALR 257 at 273-277).] 

Finally, the arguments in this article also have further implications for various aspects of patent practice, particularly patent marking obligations for licensees and licensors. Important questions include: when will licensees be required to mark with a licensor’s patent numbers; and in what circumstances will licensees be liable for financial relief a licensor is denied because the licensee failed to mark properly? While these considerations have been addressed in the US,[footnoteRef:28] their resolution in Australia is not immediately clear. Accordingly, further work may be needed to ensure innocent infringement law is achieving desired outcomes.  [28:  Amsted Industries Inc v Buckeye Steel Casing, 23 F 3d 374 (Fed Cir, 1994); Sereboff SC, “New Requirements in Patent Marking and Notice” (1994) 76 Journal of the Patent and Trademark Office Society at 793.] 

[bookmark: _Toc392090301][bookmark: _Toc392614132][bookmark: _Toc394086948]<DIV>TRADITIONAL MARKING
[bookmark: _Toc392090302][bookmark: _Toc392614133][bookmark: _Toc394086949]<subdiv>The concept and rationale of innocent infringement
The leading contemporary theory underpinning the existence of the patent system is that patents encourage innovation by providing an exclusive property right that allows a party to generate profits otherwise unobtainable without a patent.[footnoteRef:29] Although the profits generated are supranormal, they are, in theory, offset by the cost that would otherwise be encountered if the invention were not developed under the patent system, or not developed at all.[footnoteRef:30] Broadly speaking this is an economic utilitarian theory, designed to increase social and economic welfare.[footnoteRef:31] [29:  Landes WM and Posner RA, The Economic Structure of Intellectual Property (Harvard University Press, 2003) p 13.]  [30:  Landes and Posner, n 28, p 20. Industrial Property Advisory Committee, Patents, Innovation and Competition in Australia (AGPS, Canberra, 1984) pp 11-18.]  [31:  Fisher W, “Theories of Intellectual Property” in Munzer S (ed), New Essays in the Legal and Political Theory of Property (Cambridge University Press, 2001) p 169.] 

One of the challenges with this utilitarian justification for patent rights is that they exist in the background of a market economy, which relies on free competition.[footnoteRef:32] Generally speaking, free competition leads to greater market efficiency and therefore increased social welfare.[footnoteRef:33] Consequently, through a meta-economic lens, it is logical that patent infringement remedies should be limited to an injunction when an infringer is not aware, or has no reason to be aware of a patent, because there is a default state in our economy that market products are open to competition.[footnoteRef:34] Patent marking signals a deviation from the default of free competition. It indicates to a competitor, or potential competitor,[footnoteRef:35] that a patent right is attached to a product. Without patent marking, or any other appropriate type of notice, competitors should be allowed to assume that if they are infringing a patent they are doing so innocently and will therefore not be held liable for damages or an account of profits.  [32:  By free competition, the author is referring to markets that anyone can enter and are not regulated.]  [33:  Industrial Property Advisory Committee, n 29, pp 11-18; Economic Planning Advisory Council, Promoting Competition in Australia (AGPS, Canberra, 1989) pp 5-6; Williams PL, “Why regulate for competition?” in James M (ed), Regulating for Competition? (Centre for Independent Studies Ltd, 1989) pp 13-16.]  [34:  Landes and Posner, n 28, p 23.]  [35:  For ease of reference the rest of this article will refer to a competitor and a potential competitor as simply a competitor.] 

This type of reasoning is analogous to that of the US Supreme Court in Bonito Boats Inc v Thunder Craft Boats Inc 489 US 141 (1989). In that case, when discussing US intellectual property marking provisions, O’Connor J, writing for a unanimous court stated:
<blockquote>[t]he availability of damages in an infringement action is made contingent upon affixing a notice of patent to the protected article. The notice requirement is designed “for the information of the public,” and provides a ready means of discerning the status of the intellectual property embodied in an article of manufacture or design. The public may rely upon the lack of notice in exploiting shapes and designs accessible to all [citations omitted].[footnoteRef:36]</blockquote> [36:  Bonito Boats Inc v Thunder Craft Boats Inc 489 US 141 at 161-162 (1989); see also, Nike Inc v Wal-Mart Stores Inc, 138 F 3d 1437 at 1443 (Fed Cir, 1998).] 

Connected to the economic utilitarian arguments for patent law is the justification that patent law encourages disclosure of new technology.[footnoteRef:37] One of the costs that may be encountered in an economy without a patent regime is that an explanation of how an invention operates is not provided. The exchange of an explanation of how a new invention works for exclusive rights in the technology is commonly known as “disclosure theory”.[footnoteRef:38] [37:  Lemley M, “The myth of the sole inventor” (2012) 110 Michigan Law Review 709 at 745.]  [38:  Lemley, n 36 at 711. Idris K, Intellectual Property: A Power Tool For Economic Growth (World Intellectual Property Organisation, 2004) at 24.] 

Patent marking has the capacity to enhance disclosure. If marking serves as a signpost of a detailed explanation of a technological advance that supports a market product, then it allows researchers and competitors to directly understand what has been achieved. Moreover, unlike trawling patent or scientific literature in a bid to obtain technological insight, patent marking serves as a physical embodiment of patent claims – more so than any preferred embodiment in patent specifications.
To further explore the rationale for innocent infringement in patent law, it is interesting to compare the notice function in copyright. Copyright material typically carries a message about what is protected and for how long. For example, books, scripts, music, and art work usually have a publication/production date and it is implicit that the expression in such works is protected. As a result, there is no specific need to pinpoint any right that protects any given copyright work to put potential infringers on notice that such rights exist (although such notice is often included). This is unlike the situation with regard to patents, where being told a product is protected by a patent does not give notice to a third party what aspect of the invention is protected, nor how long for. 
[bookmark: _Toc392090303][bookmark: _Toc392614134][bookmark: _Toc394086950]<subdiv>Interpretation of s 123
The patent in Unilin claimed a type of interlocking floor panel, and manufacturing thereof.[footnoteRef:39] Pursuant to the patent, infringement proceedings were initiated against six parties that were involved in importing and selling floor panels not authorised by the patentee.[footnoteRef:40] All six respondents were found liable for infringement.[footnoteRef:41] The case in question primarily addressed the quantum of profits to be accounted for.[footnoteRef:42] The fifth respondent raised innocent infringement in its pleading but settled prior to the trial.[footnoteRef:43] Although the remaining respondents did not formally plead innocent infringement, Allsop J addressed the issue because it had been mentioned in response to a letter of demand.[footnoteRef:44] Allsop J identified evidence that showed the applicant had significant sales and that the packaging on the applicant’s product had been labelled with patent related marks, including: “patented technology”, European and US patent numbers, and an Australian patent number.[footnoteRef:45] Allsop J did not discuss how the different marks discharged notice requirements under s 123(1) and (2). Instead, based on the totality of evidence, he concluded the respondents were aware of the applicants’ patent during the course of infringement.[footnoteRef:46]  [39:  Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 345, 356.]  [40:  Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 354-355.]  [41: Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 354-355.]  [42:  Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 345-346.]  [43:  Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 361.]  [44:  Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 368.]  [45:   Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR.]  [46:   Unilin Beeher BV v Huili Building Materials Pty Ltd (No 2) (2007) 74 IPR at 369.] 

A thorough interpretation of s 123 is offered below using the markings from Unilin as guidance. Specifically, it evaluates whether the standalone phrase “patented technology”,[footnoteRef:47] or the term “patented” when followed by a foreign or Australian patent number is sufficient to satisfy the marking requirements under s 123(1) or (2).[footnoteRef:48] In addition, due to the drafting of s 123(2), the question of whether the phrase “patented in Australia” is sufficient is also considered.  [47:  For most purposes the phrase “patented technology” can probably be considered equivalent to “patented”.]  [48:  The standalone word “patented” is not considered in this article because it is considered synonymous with the tautologous phrase “patented technology”.] 

The core elements and relevant tests from s 123 have been set out in the Introduction. However, to properly interpret the section, it is necessary to have reference to the full text:[footnoteRef:49] [49:  As the High Court stated in Alcan (NT) Alumina Pty Ltd v Commissioner of Territory Revenue (2009) 239 CLR 27 at 46-47, “[t]his Court has stated on many occasions that the task of statutory construction must begin with a consideration of the text itself”.] 

(1) <blockquote>A court may refuse to award damages, or to make an order for an account of profits, in respect of an infringement of a patent if the defendant satisfies the court that, at the date of the infringement, the defendant was not aware, and had no reason to believe, that a patent for the invention existed.
(2) If patented products, marked so as to indicate that they are patented in Australia, were sold or used in the patent area to a substantial extent before the date of the infringement, the defendant is to be taken to have been aware of the existence of the patent unless the contrary is established.
(3) Nothing in this section affects a court's power to grant relief by way of an injunction.[footnoteRef:50]</blockquote> [50:  Patents Act 1990 (Cth). It is also worth noting that Bodkin (n 3, PA 123.100) has mentioned that a literal reading of s 123 may mean that any infringement of a patent application is innocent. However, as Bodkin mentions, this would be inconsistent with Patents Act 1990 (Cth), s 57(1). This article will proceed on the basis that s 123 applies to both patent applications and granted patents.] 

Section 123(2) is dealt with first because it specifically addresses patent marking. Before analysing each of the four marks,[footnoteRef:51] it is necessary to note two contingent elements of the section. First, in Unilin no issue was raised with respect to marking the packaging of products. This is notable because this form of marking is not specifically provided for in the Patents Act, and therefore it could be questioned whether marking a product’s packaging is sufficient to discharge notice requirements. However, marking a product’s packaging probably comes within the definition of “product” in s 123(2). The rationale for this conclusion is that it would be impractical if marking packaging and associated information distributed with products could not effect notice. Indeed, in some circumstances marking the actual product could affect its functionality, for example, toothpaste. [footnoteRef:52] Therefore, the remainder of this article will assume that marking packaging is sufficient to effect notice. Second, for patent marking requirements to be discharged under s 123(2), the marked products must be “sold or used in the patent area to a substantial extent before the date of infringement”.[footnoteRef:53] While this could be a contentious issue in litigation, this article is concerned with products that are widely used or sold, and will proceed assuming at least one of these requirements are satisfied. [51:  Namely “patented technology”, the European patent number, the US patent number and the Australian patent number.]  [52:  See also, 35 USC s 287(a); Sessions v Romadka 145 US 29 at 49-50 (1892).]  [53:  Patents Act 1990 (Cth), s 123(2).] 

As a starting point, it is suggested that marking a product with either “patented technology” or “patented” followed by a foreign patent number, do not discharge notice requirements under s 123(2). This outcome is arrived at because the section explicitly states, “marked so as to indicate it is patented in Australia [emphasis added]”,[footnoteRef:54] but “indicate” is not defined in the Patents Act. The Macquarie Dictionary definition of “indicate” is: (1) “to be a sign of; betoken; imply”; (2) “to point out or point to; direct attention to”; (3) “to show, or make known”;(4) “to state or express, especially briefly or in a general way”.[footnoteRef:55] [54:  Patents Act 1990 (Cth) s 123(2).]  [55:  Macquarie Concise Dictionary (Online 6th ed, Macquarie Dictionary Publishers, 2013).] 

Analysing each of these definitions, it is quite clear that the marks “patented technology” or “patented” followed by a foreign patent number, are not signs of an Australian patent, nor do they “point out”, “direct attention to”, “show, or make it known” that a relevant Australian patent exists. While the marks indicate that a product is patented, there is no link to an Australian patent. The phrase could refer to patent protection anywhere in the world.
There are two remaining arguments that the marks in question could establish notice under s 123(2). Both rely on arguing that an Australian patent is “indicated” because it can be “implied” from them. First, that from the circumstances of a product being sold in Australia, use of the marks “implies” an Australian patent exists. However, this argument appears to fall outside the test prescribed by s 123(2). The required test is whether the mark indicates, or as the definition of “indicate” suggests, whether the mark implies that the product is patented in Australia, not whether the circumstances do. The second argument is if it was generally acknowledged that a patent in another country implies that a patent existed in Australia, then it could be argued that a foreign mark indicates an Australian patent. However, no such relationships have been shown in patent literature, and for the jurisdictions mentioned in Unilin, data from the World Intellectual Property Organisation does not support such a contention. In 2011 the Australian Patent Office received 25,526 patent applications.[footnoteRef:56] By contrast, the United States Patent and Trade mark Office (USPTO) received 503,582 and the European Patent Office, 142,793.[footnoteRef:57] In terms of patents in force by domestic office, as of 2011: Australia had 105,463, the US 2,113,626, Germany 527,917 and the UK 445,380. [footnoteRef:58] Some jurisdictions have laws that influence the number of patents that are lodged, for example, unity of invention in the US, [footnoteRef:59] or methods of medical treatment in Europe.[footnoteRef:60] But it is unlikely such laws compensate for such dramatic differences. There are significantly more patents in the US and Europe compared to Australia. Consequently, it could not be implied that an Australian patent exists based on a US or European patent.  [56:  World Intellectual Property Office, “World Intellectual Property Indicators” (WIPO Economic and Statistics Series, 2012) p 49.]  [57:  World Intellectual Property Office, n 55.]  [58:  World Intellectual Property Office, n 55, p 79. Results from Germany and the UK were used because they are the European countries with the most patents in force.]  [59:  35 USC s 121.]  [60:  European Patent Convention, Art 53(c).] 

In reference to the other marks, there is little doubt that “patented in Australia” satisfies the test of “marked so as to indicate it is patented in Australia”. It seems logical too that if the word “patented” is followed by an Australian patent number, then this would be sufficient because the number “signifies” an Australian patent. A consequence of the phrase “patented in Australia” satisfying the criterion for patent marking under s 123(2) is that there is no requirement to mark with a patent number. 
Turning to address whether the four marks contemplated satisfy s 123(1), the test is “if the defendant … had no reason to believe a patent for the invention existed”. A preliminary issue in interpreting this section is whether the test is subjective or objective, that is, whether “reason to believe” is evaluated from the subjective perspective of the defendant, or a “reasonable person” in the position of the defendant. The UK test, on which the Australian provision is modelled, states, if the “defendant … at the date of the infringement … was not aware, and had no reasonable grounds for supposing, that the patent existed”.[footnoteRef:61] The UK case of Lancer Boss Ltd v Henley Forklift Co Ltd,[footnoteRef:62] interpreted the use of the term “reasonable” to imply an objective test.[footnoteRef:63] Looking to analogous provisions in the Patents Act, the phrase “reason to believe” in s 117(2)(b) has also been interpreted to be an objective test.[footnoteRef:64] Indeed, the presence of a “reason” suggests the search is for something external to the infringer, which can be objectively identified. Since s 123 concerns notification of people of patent rights, it seems sensible that it is an objective test. This would promote efficient passage of information about patent rights, and prohibit people from burying their heads in the sand and claiming subjective ignorance. As a result, this article will proceed assuming the test in s 123(1) is objective. 	Comment by John Liddicoat: Just checking whether this case, and others below, should have the citation in text. Cases above do. [61:  Patents Act 1977 (UK) s 62(1).]  [62:  Lancer Box Ltd v Henley Forklift Co Ltd [1974] FSR 14.]  [63:  Lancer Box Ltd v Henley Forklift Co Ltd [1974] FSR 14 at [27] approved of in Texas Iron Works Inc’s Patent [2000] RPC 207 at 235. ]  [64:  Generic Health Pty Ltd v Otsuka Pharmaceutical Co Ltd (2013) 296 ALR 50 at 59 (Emmett J), 73-74 (Bennet J), 90 (Greenwood J); Collins v Northern Territory (2007) 161 FCR 549 at 573 (French J).] 

It seems clear that the phrases “patented in Australia”, and “patented” followed by an Australian patent number, would give reason to believe that a patent exists for the invention. More contentious enquiries are whether products marked with the phrases “patented technology”, or “patented” followed by a foreign patent number, provides a reason to believe a patent for the invention exists. 
Before analysing these individual marks, there is a contingent issue of whether notice under s 123(1) can only be effected by notice of an Australian patent or any patent in the world. The text in s 123(1) refers to whether “a patent … existed”,[footnoteRef:65] not whether an Australian patent existed. A literal reading of these words suggests that marking a product with the phrase “patented technology”, or “patented” followed by any patent number, including a foreign patent number, will effect notice. However, since the dictionary in the Patents Act defines “patent” to mean “a standard or innovation patent”, notice under s 123(1) is logically limited to notice of an Australian patent. It is therefore relevant to ask whether the term “patented technology”, or the term “patented” followed by a foreign filing number, can give an objective reason to believe an Australian patent exists.  [65:  Patents Act 1990 (Cth) s 123(1).] 

As a general rule there appears to be strong arguments that either mark could give an infringer reason to believe that an Australian patent does exist. In the case of a product marked “patented technology”, this is based on the simple reasoning that if it is sold or used in Australia then a person may believe a patent exists because it is marked “patented” and is sold within Australia. Similarly, the term “patented” followed by a foreign patent number on the same product sold in Australia would provide a reason to believe an Australian patent exists because it is widely known that patent protection is obtained in multiple jurisdictions, and it makes sense that if the product is sold in Australia, there is similar protection to give the patent holder monopoly profits.
Although these patent marks may generally convey a reason to believe a patent for an invention exists, the test would include any other relevant facts, and such facts could conceivably indicate a patent does not exist. For example, if a product looks like it is 50 years old then there may be no reason to believe that a patent exists. Or, if a product has existed for 10 years in another country, is generally not available in Australia, and is marked “patented technology” or “patented” followed by a foreign patent number, then there may also be no reason to believe an Australian patent exists.
Another consideration in the interpretation of s 123 is its relationship with the false patent marking provision in s 178(2) of the Patents Act. Section 178(2) specifies, “[a] person must not falsely represent that an article sold by him or her is patented in Australia, or is the subject of an application for a patent in Australia.”[footnoteRef:66] Section 178(3) defines the terms “patent”, “patented”, “provisional patent” and any other terms implying a patent has been obtained in Australia to constitute a representation that a patent has been obtained in Australia. This means that if a product is marked with one of the terms “patented technology”, “patented in Australia”, or “patented” followed by an Australian patent number, and there is, in fact, no relevant Australian patent then this section is probably contravened. [66:  Patents Act 1990 (Cth) s 178(2).] 

On this basis, s 178(2) could operate as a restraint on patent marking in Australia, particularly the term “patented technology”. If exporters want to use this as a generic term on products exported to countries both with and without patent protection, they risk prosecution for false patent marking. In Australia, this could lead to a $10,200 fine.[footnoteRef:67] However, in reality the risk of prosecution for false patent marking is low.[footnoteRef:68] Since the equivalent of s 178(2) of the Patents Act was incorporated into Australian patent law in the Patents Act 1952 (Cth),[footnoteRef:69] there have been no recorded prosecutions for false patent marking, and communications with IP Australia indicate permission has never been sought to begin prosecution under the provision.[footnoteRef:70] The take home messages from this discussion is that although s 178(2) has the capacity to prohibit some false marks, without having been used, it offers questionable utility. Similarly, s 178(2) will not operate to require patent marks include patent numbers. [67:  Liddicoat JE and Nicol D, “Re-evaluating false patent marking in Australia” (2013) 22 Journal of Law, Information and Science 128 at 145-146.]  [68:  Liddicoat and Nicol, n 66, at 146. As described in n 66, at 147-151 litigation could also be brought under the Competition and Consumer Act 2010 (Cth) but this will not mandate patent numbers must be used when marking either.]  [69:  Patents Act 1952 (Cth) s 174.]  [70:  Email from Nathan Madsen, Senior Examiner of Patents, IP Australia, to author, 30 April 2013.] 

On the whole, the interpretation above of s 123(1) and (2) draws some interesting conclusions. Subject to context pointing away from patent protection in Australia, all four of the patent marks in Unilin are likely to give rise to notice under s 123(1). On the other hand, under s 123(2), the provision specifically designed for patent marking, only the marks “patented in Australia” or “patented” followed by an Australian patent number are sufficient to establish notice. On this basis, s 123(1) appears to be a much broader test. Moreover, whilst subsection (2) does present an infringer with the opportunity to rebut the presumption of notice under the subsection, an infringer is unlikely to garner innocent infringement protection in these circumstances for two reasons. First, if patent marking is effected, for an infringer to successfully plead innocent infringement they must prove that they were unaware a patent existed for the product – a difficult task given they have been found to infringe a market product that is sold or used to a substantial extent. Second, even if they do rebut the presumption they must prove that they had no reason to believe a patent for the product existed under s 123(1). As a side note, this breadth may explain why the provision has not been litigated much, given that most marks would appear to discharge notice requirements.
[bookmark: _Toc392090304][bookmark: _Toc392614135][bookmark: _Toc394086951]<subdiv>Transaction costs related to the current operation of innocent infringement, and how s 123 should be amended
Since s 123 is unlikely to require a product to be marked with a patent number to effect notice, it follows that although a person may be deemed to have notice of a patent, they do not know which patent, or what the limits of the patent rights are – a clear case of an information asymmetry. There are also various reasons why patentees may not want to mark products with a patent number. For example, patentees would have to mark products in each jurisdiction with different patent numbers,[footnoteRef:71] which immediately informs competitors what protection applies to their products, and there would be an aesthetic effect on the presentation and marketing of the product. As a result, unless patentees have an incentive to mark with a patent number, this suggests that in many situations they are unlikely to be used. [71:  This may be an expensive task, eg in Pequignot v Solo Cup 646 F Supp 2d 790 at 793, it was estimated that it would cost over US$500,000 to change engraving moulds.] 

Since patent marking indicates a deviation from the default of free competition by indicating a property right is attached to an item, but competition and information is needed to create the most efficient market, then to the greatest reasonable extent, marking should delimit patent rights protecting a product. Clearly, printing the entire patent specification on a product is absurd,[footnoteRef:72] but marking with a patent number may be a fair compromise.  [72:  Although this idea is on its face absurd, the second half of this article discusses virtual marking. If the approach this article advocates is endorsed then the outcome would be that every product marked virtually would, in effect, be marked with the entire patent specification.] 

It is risky for a competitor to operate without knowing the limits of patent rights protecting a market product because there is a chance an infringement action could be brought against them.[footnoteRef:73] In general, for a party to locate patent information without a domestic patent number, they must either hire a patent attorney, contact the manufacturer and ask for patent details (which the manufacturer is under no obligation to provide), or invest a significant amount of time searching a database on the internet. Admittedly, Australian patent specifications are available for free on AusPat, as well as various other databases.[footnoteRef:74] By searching a database on the internet there is a chance that a competitor will find the relevant patent, but there is also a significant chance they will not – patent searching is often an overlooked professional skill.[footnoteRef:75] Hiring a patent attorney will probably result in identifying all the relevant patents applicable to a product, however, highlighting the difficulty in patent searching, this is not certain either. Key patents are sometimes missed in such processes. Indeed, a crucial fact in the recent US Supreme Court case, Global-Tech Appliances Inc v SEB SA,[footnoteRef:76] was that patent attorneys failed to identify the patent infringed.[footnoteRef:77] Moreover, the financial cost of obtaining professional advice can be significant and for some competitors prohibitive, often costing thousands of dollars.[footnoteRef:78]  [73:  The author acknowledges that regarding a foreign patent number it is possible to use a website such as the European Patent Office’s Escapenet <http://www.escapenet.com/> to get an Australia patent number, which can then be used to search IP Australia’s Auspat website <http://www.ipaustralia.gov.au/auspat/> to retrieve patent information. However, the author considers this to be beyond the capacity of the average competitor without expending too many resources.]  [74:  AusPat, IP Australia <www.ipaustralia.gov.au/auspat/>.]  [75:  Bessen and Meurer, n 6, pp 48-51; See, Kowalski SP, “Freedom to operate: The preparations” in A Krattiger et al (eds) Intellectual Property Management in Health and Agricultural Innovation: A Handbook of Best Practices (Oxford and PIPRA, 2007) p 1329; Menell and Meurer, n 16 at 2-6.]  [76:  131 S Ct 2060 (2011).]  [77:  131 S Ct 2060 (2011).]  [78:  A recent article estimated the cost of an FTO for “a single patent” to be around $20,000: see McKernan et al, “DREAMing of a patent-free human genome for clinical sequencing” (2013) 31 Nature Biotechnology  884.] 

In the alternative that a patent number is provided, anyone can insert the number into IP Australia’s “AusPat” database and retrieve: patent specifications, bibliographic data, e-register, e-dossier, lifecycle details, fee/publication history, ownership details, and any details of oppositions, disputes and amendments.[footnoteRef:79] With a patent number, a competitor can easily discover whether a patent has expired, or whether a patent relates to the whole product, a method to create a product, a specific use of a product, or an aspect of a product’s functionality.  [79:  AusPat, IP Australia <http://pericles.ipaustralia.gov.au/ols/auspat/>.] 

Searching the AusPat database immediately reveals whether a patent is granted, invalidated, lapsed or expired. On this basis, in some circumstances all that would be required for a competitor to “work around the patent”, or directly use the previously patent protected technology if the patent is no longer in force, is the patent number. This point, and others described above, can be illustrated by a hypothetical fact situation loosely based on the famous Australian case, National Research Development Corp v Commissioner of Patents (NRDC).[footnoteRef:80] This provides a good case study to illustrate the advantages of patent numbers, particularly to people unfamiliar with patent searching and prosecution. [80:  National Research Development Corp v Commissioner of Patents (1959) 102 CLR 252.] 

In NRDC the High Court held that a new use for a known chemical as an herbicide was patentable subject matter. [footnoteRef:81] As the patent in NRDC was granted for a method to kill weeds, it is conceivable that a container for the herbicide could have “patented in Australia” or something akin printed on it – a phrase likely to establish notice under s 123(1) and (2). If an agronomist uses this chemical and discovers a method that allows the chemical to be used as a selective pesticide, the agronomist may want to exploit the invention – with or without patent protection. [81:  National Research Development Corp v Commissioner of Patents (1959) 102 CLR 261 at 279.] 

To exploit the invention without the risk of patent infringement, the agronomist may have to try to negotiate a licence or work around the patent. This would be a cost intensive process due to the difficulties in identifying the patent. There is a chance the agronomist may abandon the idea. On the other hand, a patent number would make this significantly easier and probably allow the agronomist to see the patent only covers the use of the chemical as an herbicide. [footnoteRef:82] [82:  The author acknowledges that it may be beyond the average innovator to know of IP Australia’s AusPat website <http://www.ipaustralia.gov.au/auspat/> but in the author’s experience, often inserting application numbers or serial numbers into Google retrieves the relevant patent. Moreover, typing into Google “search Australian patents” or “Australia(n) patent(s)” returns links to IP Australia, many of the links featuring a follow up link to “search for a patent”. If an innovator chooses not to look for the patent, it makes it much easier to specify to a patent attorney, IP manager or someone experienced with patents, what to look for.] 

A general argument against requiring patent numbers when patent marking is that since many patents are written in a language that is difficult to understand, there is little utility in making them more accessible. However, if patents are going to be understood, one of the classes of people who will understand them is competitors since they usually operate in the same field. Moreover, although specifics of an invention may be obscured in a patent to everyone but a patent attorney practising in the area, recognising whether a patent pertains to the whole product, an element of the product, a specific use of the product, or a method, is significantly easier and commercially valuable. 
In the event the agronomist wanted to obtain patent protection for using the chemical as a pesticide, then during the application and examination processes, both the agronomist’s patent attorney and examiner would likely identify the NRDC patent. In this scenario it is possible the existing patent would not prevent the granting of a new patent for want of novelty or inventive step. However, in an alternate reality where the NRDC patent did prevent the agronomist’s invention by claiming the chemical for use as a pesticide, it would have been more simple and efficient for the agronomist to look up the patent using the patent number and see the use as a pesticide was already claimed.
In other scenarios involving patent marks, it is possible that the product is falsely marked as “patented” and no patent actually exists.[footnoteRef:83] In these cases, if the patent number is marked on the container, an interested party can resolve this issue quickly. But if the number is not available, they must resort to identifying the patent themselves or paying someone else to. All which is quite confusing because they are looking for something that does not exist. [83:  See generally, Liddicoat JE and Nicol D, “Re-evaluating false patent marking in Australia” (2013) 22 Journal of Law, Information and Science at 128.] 

It is necessary to acknowledge that much of the foregoing reasoning is implicitly built upon the idea of a lone, lay inventor; a misconception that perhaps many commentators and jurists share.[footnoteRef:84] The reality is that many patents are paid for and owned or controlled by companies that pay researchers to invent. Companies are likely to be more patent-savvy than lone inventors. They often employ in-house IP managers to produce patent landscapes and freedom-to-operate analyses (FTOs) before too much time and effort is invested in research and development.[footnoteRef:85] This is all part of routine risk management processes associated with the development of new products. In such scenarios, as projects develop, external parties (patent attorney or law firms) are also likely to be contracted to perform more detailed FTOs before a patent application is filed, and often before too many resources are invested in commercialisation. Moreover, when potential research and development partners consider joining a project they will often undertake additional FTOs and landscaping. This means that patent marking in these circumstances may be redundant because patent searches will be repeated numerous times and any patents will have already been identified through this process.  [84:  See generally, Lemley, n 36 at 709.]  [85:  Bubela et al, “Patent landscaping for life sciences innovation: toward consistent and transparent practices” (2012) 31 Nature Biotechnology at 202.] 

While it is possible that patent marking may be redundant in some scenarios, patent searching is expensive and may not be within the financial means of many inventors. This may be particularly problematic for backyard inventors, academics and cash lean companies. Even if searching is affordable, it does not always occur. Indeed, in some industries it is common to ignore patents, whilst in others it is more common to undertake FTO analyses.[footnoteRef:86] Regardless, patent numbers will still simplify searches and make FTOs easier. A range of other useful information is provided once a patent entry is accessed. In addition to the information listed above, patent entries contain relevant patent classification codes (eg IPCs), names of inventors, citing patents and cited patents and names of applicants. The patent classification codes allow searches to be conducted using codes that have been applied to key patents. Similarly, citation lists quite often include the most relevant patents without having to look any further, and like all other good literature searching, forms a means of research itself.  [86:  Meurer M, “Patent Notice and Cumulative Innovation” in Manne GA and Wright JD (eds), Competition Policy and Patent Law under Uncertainty (Cambridge, 2011) p 332.] 

In other scenarios, where companies do not conduct FTOs and landscapes as a matter of course, they may still need to identify patent rights before they conduct certain activities. This may arise in circumstances of in-licensing, transferring technology, using a research tool or transitioning from basic experimental work to that which is commercially focused. In such situations a company may only need to identify the one or two patents that protect a product. In the author’s experience, if the product has a patent number this may take two minutes, if the patent is not marked, two hours.
The analysis above demonstrates that although phrases such as “patented in Australia” may be legally sufficient to give notice of patent rights to third parties, they do not give sufficient notice of patent boundaries. This information asymmetry can cause significant cost to competitors, particularly in the form of transaction costs. Accordingly, Australian law on innocent infringement, where possible, should be amended to enhance the efficiency of the patents system. Patent numbers should be required when patent marking. This can be achieved by adopting the mechanism in the UK innocent infringement provision which limits patent marking from effecting notice unless a patent number is included.[footnoteRef:87] [87:  Patents Act 1977 (UK), s 62(1); Lancer Boss Ltd v Henley Forklift Ltd [1974] FSR 14 at 27.] 

As stated above, s 123 was based upon the equivalent UK section.[footnoteRef:88] At the time the UK section stated, and continues to state that: [88:  Report of the Committee Appointed by the Attorney-General of the Commonwealth to Consider What Alterations are Desirable in the Patent Law of the Commonwealth, House of Representatives (1952) p 41.] 

<blockquote>a person shall not be taken to have been so aware or to have had reasonable grounds for so supposing by reason only of the application to a product of the word “patent” or “patented”, or any word or words expressing or implying that a patent has been obtained for the product, unless the number of the patent accompanied the word or words in question.[footnoteRef:89]</blockquote> [89:  Patents Act 1949, 12, 13 and 14 Geo 6, c 87, s 59(1); Patents Act 1977 (UK) s 62(1).] 

In short, if patent marking is attempted in the UK using the word “patented”, and not followed by a patent number, then such marking cannot, by itself, discharge notice requirements. This appears as a relatively simple template solution for Australian legislators to adopt. 
There is an argument that because Australia is, economically speaking, a small jurisdiction, it is not cost efficient to have specific patent marking requirements for such a territory. However, this argument is fallacious for two reasons. First, Australia has the 12th largest GDP in the world,[footnoteRef:90] and the ranks 11th for the most patents in force.[footnoteRef:91] Second, this analysis of “cost efficiency” puts the cost of patent marking on the wrong side of the ledger. Patent marking, as described above, is a principled position based on the efficiency of the patent system itself. Any system of allocation of resources through property rights requires demarcation of those rights for efficiency.[footnoteRef:92] Otherwise, participants in the system do not know the boundaries of the property rights and costs will be unnecessarily expended in attempting to identify them.[footnoteRef:93] Correct marking is part of the cost of obtaining and enforcing a patent. Moreover, because a patentee who uses patent marks will encounter almost no extra cost if a patent number is included from the beginning of a production run, but third party transaction costs will be significantly reduced, cost analysis actually favours marking with patent numbers.[footnoteRef:94] [90:  International Monetary Fund, Report for Selected Countries and Subjects (October 2013) <http://www.imf.org/external/pubs/ft/weo/2013/02/weodata/index.aspx>; GDP (Current US$), World Bank <http://data.worldbank.org/indicator/NY.GDP.MKTP.CD?order=wbapi_data_value_2012+wbapi_data_value+wbapi_data_value-last&sort=desc>.]  [91:  World Intellectual Property Office, n 55, p 79.]  [92:  Landes and Posner, n 28, pp 11-24.]  [93:  Bessen and Meurer, n 6, Ch 1.]  [94:  For an economic perspective on internalising notice externalities see Menell and Meurer, n 16 at 9-15.] 
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The enaction of the Leahy-Smith America Invents Act 2011 (the AIA)[footnoteRef:95] resulted in significant changes to US patent law. Included in the Act was a provision for virtual marking. US patent law now explicitly states that a patent holder can give notice that a product is patent protected by:  [95:  America Invents Act 2011, Pub L No 112-29.] 

<blockquote>fixing thereon the word “patent” or the abbreviation “pat”, together with the number of the patent, or by fixing thereon the word “patent” or the abbreviation “pat” together with an address of a posting on the Internet, accessible to the public without charge for accessing the address, that associates the patented article with the number of the patent.[footnoteRef:96]</blockquote> [96:  35 USC s 287(a).] 

In his article tracing the AIAs legislative passage, Corey McCaffrey notes that apart from brief supporting statements for virtual marking from the US Department of Commerce and clarifications from Senator Leahy (one of the sponsors of the AIA), the virtual marking amendments went unremarked.[footnoteRef:97] Perhaps one of the reasons the section did not receive any opposition or criticism, was that Congress required that the USPTO[footnoteRef:98] report on the effectiveness of virtual marking, including the impact of virtual marking on public access to patent information, by 16 September 2014. [97:  McCaffrey C, “The virtues of virtual marking in patent reform” (2011) 105 Northwestern University Law Review 367 at 379.]  [98:  AIA Studies and Reports (Undated) United States Patent and Trademark Office <http://www.uspto.gov/aia_implementation/aia_studies_reports.jsp#heading-8>.] 

The rationale for virtual marking is simple. It serves as notification of patent rights like traditional marking, but has two major advantages: it signposts the reader to a repository of patent information and this repository can be edited over time. This contrasts with traditional marking that uses immutable manufacturing and printing processes to convey only what is marked.[footnoteRef:99] If a patent application lapses or is abandoned, if a granted patent expires, is not renewed, found invalid, rejected, if claims are invalidated or if claims are interpreted to not include a product, then it is likely that patent marks should be amended. Similarly, when a patent is granted but products are already marked “patent pending”, then those products and future products, should be marked differently. In a recent US case the defendant indicated that it would have cost the company over US$500,000 to update their patent marking when the patent in question expired.[footnoteRef:100]  [99:  For a thorough US perspective on the advantages of virtual patent marking, see McCaffrey, n 96 at 384-394.]  [100:  Pequignot v Solo Cup, 646 F Supp 2d 790, 793 (ED Va, 2009).] 

For products such as modern mobile devices, it is possible that there are hundreds of applicable patents.[footnoteRef:101] If a product line has a minor patented improvement, it is costly and inconvenient to change marking to reflect the new patent. Virtual marking obviates the difficulties associated with altering marks or with many patents protecting a patent. There are no space restrictions on a website and when a new patent is granted or changes status, all that need be done is to update the website.[footnoteRef:102]  [101:  Jobs S, Keynote address (Speech delivered at Macworld, San Francisco, 1 September 2007). Steve Jobs stated over 200 patents protected the iPhone 1. Note that this figure may be slightly misleading due to pending applications and the fact that in the US “patent” also refers to registered designs.]  [102:  See also, Menell and Meurer, n 16 at 37-38.] 

One significant advantage of virtual marking for Australian patentees is that it can simplify the import and export of patented goods. Altering patent marks can be expensive, but one website can contain patent listings for all applicable jurisdictions, synergistically removing the need for specific territorial markings. If Australia’s marking laws are harmonised with those in the US to include virtual marking, whenever an Australian company wants to export to the US, they will not have to alter their physical patent marking to reflect their US patent number. All that need be done is update their website. This results in a much cheaper and efficient process, making the export of Australian inventions easier. The reasoning also works in the other direction, making any importation of goods simpler. It is also envisaged that as the world adopts virtual marking laws, it will simplify global trade.
An argument against amending the Patents Act to specifically include virtual marking is that interpretation of s 123(1) and (2) of the Patents Act indicate that virtual marking is already likely to be sufficient to effect notice. As discussed above, s 123(1) probably imparts an objective test: whether in the circumstances a defendant had “no reason to believe that a patent for the invention existed”. If a product marked with the phrase “patented technology” is sufficient to give a reason to believe that a patent protects the product, it follows that labelling a product with “patented www.yyy.com/zzz”, would also be sufficient because it offers more information.
It has been argued above that if a product is marked to indicate it is patented in Australia then the requirements for notice under s 123(2) are discharged. On this basis, the mark “patented www.yyy.com.au/zzz” would appear to be sufficient because the “au” indicates Australia. Whether or not the phrase “patented www.yyy.com” would be sufficient is more contentious. However, if it is assumed the repository contains an Australian patent number, the mark would “direct attention to”[footnoteRef:103] the fact an Australian patent does exist. As a result, there are strong arguments under both innocent infringement provisions that virtual marking is already permitted in Australia. [103:  One of the definitions of “indicate” (see above), Macquarie Concise Dictionary (Online 6th ed, Macquarie Dictionary Publishers, 2013).] 

While statutory interpretation does suggest that virtual marking is sufficient to establish notice under current Australian innocent infringement law, there is one critical legal reason that necessitates specifying virtual marking in legislation. If a mark such as “patented www.yyy.com.au/zzz” discharges notice requirements just like “patented in Australia” does, there is no need to actually host a website. This defeats the purpose of providing a web address and rationale underpinning innocent infringement. Moreover, despite the fact that such marks appear to discharge notice requirements under s 123(1) and (2), there are several other factors that remain to confuse the issue. First, because there is little or no current adoption of virtual patent marking in Australia,[footnoteRef:104] the internet address could be misinterpreted to be the product’s website rather than referring to patents protecting the product. People may also assume that because virtual marking is not explicitly included in s 123, it is not sufficient for notice. Second, if a patentee wants to virtually mark their products but is not sure if it is sufficient for the purpose of s 123, they may have to obtain costly legal advice.  [104:  The author is unaware of any Australian company using virtual marking to discharge notice requirements in Australia.] 

The result is that it makes sense to amend s 123 for the following reasons: business abhors uncertainty; the risk of limited remedies being available to a patent holder is significant; and it will save time and money. Importantly, using US law as a model, virtual marking could be simply and uncontroversially implemented. However, before this is done there are additional considerations that should be taken into account.
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There are three additional issues that legislators should engage with before virtual marking is specified in the Patents Act. These concern how patent marking is evaluated for the purposes of discharging notice, what content a website must have, and whether a government body should create template websites and host them for patentees to use.
For the full utility of virtual marking to be realised in Australia, a change in the way patent marking is evaluated must occur. As argued above, if the mark, “patented www.yyy.com.au/zzz” by itself discharges current notice requirements, there is no need to establish a website. To realise the full benefit of virtual marking a paradigm shift must occur from “appropriate mark” to “appropriate mark and sufficient content”. Not only must virtual marking take an appropriate form, but the website must contain sufficient information. 
Requiring “appropriate mark and sufficient content” sounds straightforward, but can lead to unusual outcomes. For example, notice will be effected if the form and content of the mark and website meets legislative criteria, even if an infringer never accesses the website and observes the patent number. Alternatively, if virtual marking is appropriate on a product and the infringer sees it, but the website is inaccessible or the content of the website does not satisfy all “sufficient content” criteria, then although the infringer may have reason to believe a patent exists, notice will not be found effected. Both of the scenarios described do appear contrary to some reasoning articulated above. That is, in the first scenario the infringer has not observed the patent number but cannot plead innocent infringement. And in the second, the infringer may believe a patent exists but is able to plead innocent infringement. However, both results are logical and desired. One of the purposes of the rebuttable presumption of patent notice is to create a factual situation in which it is fair and efficacious to presume something has taken place. In the first example, the infringer is provided with information that makes it easy to access the relevant patent specification. In the second example, the infringer may believe a patent exists but it is resource expensive to find out which. 
What generally constitutes appropriate content for a virtual marking website is less straight forward. From the analysis in the first part of this article, it seems logical that a website listing all patent numbers relevant to a product is the minimum required; this is effectively the same as labelling a product with a patent number. However, companies have already experimented with listing patents on websites with varying degrees of success.[footnoteRef:105] The limitless space of the internet provides patent holders with almost infinite ways of providing information, enabling them to construct websites overburdened with information, which means it can be virtually impossible to gather anything meaningful from it. For example, if Apple or Google listed all their patents on a web page and stated that all products are protected by at least one patent in the list, it would take an inordinate amount of time to determine what patents protect which products. The website would lack clarity and effectively defeat the rationale for innocent infringement.  [105:  For a non-exhaustive review, see McCaffrey, n 96 at 380. Or for a current example see Symantec’s patent marking website <http://www.symantec.com/about/profile/policies/virtual_patent_marking.jsp>. ] 

In the US, a number of cases have been decided that are relevant to this limitless space issue. For example, in 1951 a district court in Chicago Pneumatic Tool Co v Hughes Tool Co,[footnoteRef:106] held that providing a list of patents and stating that “one or more” applied to a product, was sufficient to effect notice.[footnoteRef:107] In 1931, the Second Circuit in Trussel Manufacturing Co v Wilson Jones Co,[footnoteRef:108] held that a mark that could only be seen through a magnifying glass was not sufficient to effect notice.[footnoteRef:109] In the US there is also a requirement that patent marking is consistent and continuous.[footnoteRef:110] If a website ceases to exist or a link becomes inactive, is this legally conclusive evidence that no patent is in force? In McCaffrey’s article he analysed several companies’ attempts at virtual marking and found that virtual marking by the golf company, Callaway, would probably not have satisfied the consistent and continuous requirement because some links were not active.[footnoteRef:111] Although US courts have not elucidated a reasoning behind the consistent and continuous requirement, it can be presumed it is to avoid confusion and to ensure it is fair to assume everyone has seen the marking. [106:  Chicago Pneumatic Tool Co v Hughes Tool Co, 192 F 2d 620 at 625-626 (10th Cir, 1951); see also, United States v General Electric Co, 92 F Supp 753 at 817 (DNJ, 1949).]  [107:  Chicago Pneumatic Tool Co v Hughes Tool Co, 192 F 2d 620 at 625-626 (10th Cir, 1951) at 625-626. ]  [108:  Trussel Manufacturing Co v Wilson-Jones Co, 50 F 2d 1027 (2nd Cir, 1931).]  [109:  Trussel Manufacturing Co v Wilson-Jones Co, 50 F 2d 1027 at 1030 (2nd Cir, 1931). ]  [110:  Nike Inc v Wal-Mart Stores Inc, 138 F 3d 1437 at 1446 (Fed Cir, 1998); American Medical Systems Inc v Medical Engineering Corp, 6 F 3d 1523 at 1538 (Fed Cir, 1993).]  [111:  McCaffrey, n 96 at 380.] 

Australia lacks jurisprudence on these, and other related issues.[footnoteRef:112] Decisions from other jurisdictions offer some guidance, but the dearth of case law in Australia does create a lack of clarity and possibly could lead to unintended outcomes. In particular, a logical resolution would require that internet addresses be legible, specify which product is protected by what patent, and require that marking be consistent and continuous. It would be antithetical to the rationale for innocent infringement discussed in this article to find notice effected if internet addresses do not work, or if a company can list all the patents they control and put a message at the top stating, “one or more patents may apply” to the product. [112:  For a more thorough US perspective on this issue, see McCaffrey, n 96 at 380.] 

There are also significant advantages if a government organisation, like IP Australia, creates template marking websites for patent holders to fill in, and that are hosted on IP Australia’s servers.[footnoteRef:113] This type of service has been suggested as a cost effective mechanism for patent holders,[footnoteRef:114] and may be attractive for those who do not have a significant online presence or internet-technicalsavvy background. If desired, IP Australia’s site could then link in the relevant AusPat entries.  [113:  For a thorough US perspective, see McCaffrey, n 96 at 394.]  [114:  Letter from Gary Locke, Secretary of Commerce, Department of Commerce, to Leahy Patrick J, Chairman, and Members of the Committee on the Judiciary, 5 October 2009 <http://www.judiciary.senate.gov/resources/documents/111Documents.cfm>. ] 

Interestingly, since the passage of the AIA in the US, numerous virtual marking companies have emerged. These are companies specialising in managing virtual marking websites for patent holders.[footnoteRef:115] It is foreseeable that companies would emerge in Australia too, and standards should be set expecting this.  [115:  For example, “vMarked” offering specific services <www.vmarked.com/>, or “PatentStatus” specific virtual marking software that tracks relationships between products and patents <www.patentstatus.com/>. ] 

[bookmark: _Toc392090308][bookmark: _Toc392614139][bookmark: _Toc394086955]<DIV>CONCLUSION
The recent succession of patent reform and government intellectual property inquiries in Australia indicates that the government is continually looking to improve and update the patent system. It would be consistent with these efforts to consider amending innocent infringement law to specifically provide for virtual marking and require traditional marking with patent numbers.[footnoteRef:116] [116:  For example, Intellectual Property Amendment Act (Raising the Bar) 2012 (Cth); Intellectual Property Laws Amendment Act 2006 (Cth); Compulsory licensing of patents, Productivity Commission <http://www.pc.gov.au/projects/inquiry/patents>, Review of Pharmaceutical Patents in Australia (3 April 2013) IP Australia <http://www.ipaustralia.gov.au/about-us/public-consultations/review-pharmaceutical-patents/>.] 

Although much more research is needed to correct other elements of patent notice failure as identified by Bessen and Meurer. In the interim, there are clear advantages of starting the process of correcting patent notice failure through the process of patent marking with virtual marks or patent numbers. Advantages include a reduction in transaction costs for other inventors and easing trade of patent protected products. Moreover, the cost to patentees of providing this information is, especially in the case of virtual marks, low and outweighs the transaction costs otherwise encountered by follow-on inventors. Such amendments will also harmonise Australia’s innocent infringement laws with relevant US and UK provisions and are consistent with contemporary patent law theory.
The fact that patent marking and innocent infringement issues have not been significant questions for Australian courts to decide could be seen as providing evidence that the marking system is working well. Alternatively, as suggested in this article, because the Australian requirements for notice are so easily discharged, it is not worth contesting the point. Regardless, the Internet Age that the world now exists in is not so much about fixing things that are broken, but rather it is about improving them.
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