COMMONWEALTH OF AUSTRALIA

Patents Act 1990
Patents Regulations 1991, Chapter 20

PATENT ATTORNEY S DISCIPLINARY TRIBUNAL

IN THE MATTER OF ROBIN T. KELLY a Patent Attorney
COMPLAINT BY JW, NUTTALL
DECISION

1. The above proceedings against Mr. Robin T. Kdly, a Patent Attorney, arisng from a complaint
dated 8 February 1995 by Mr. JW. Nuttal, were brought before the Tribund, pursuant to Patents
Regulations 1991, Reg. 20,22(1), on 19 August 1996 by its receipt on that date, from the Patent
Attorneys Professional Standards Board (“the Board"), of a copy of the complaint.

2. By aletter dated 3 July 1996, pursuant to Reg. 20,21(2), the Board authorised Mr. Nuttal to
bring the proceedings charging Mr. Kely with unsatisfactory conduct as therein specified. Pursuant to
Reg. 20.21(4)(a), Mr. Nuttall, by letter of 15 July 1996, requested the Board to bring the proceedings
on his behdf. Accordingly, the Board prosecuted the charge.

3. In what follows the bracketed page references are to the pages so numbered in the file of
documents lodged by the Board with the Tribuna on 19 August 1996 pursuant to Reg. 20.21(6)(a).
Referencesto : 6214 1155 "T/S' are references to the Transcript of the Hearing of the charge, which
took place from 17 to 20 December 1996 (inclusive) in Melbourne.

4. At the hearing, Mr. G. Clarke of Counsd, ingtructed by Blake Dawson Wadron, Solicitors,
appeared for the Board to prosecute the charge. Mr. R. Macaw Q.C. and Mr. B. Hess of Counsd,
instructed by Phillips Fox, Solicitors, gppeared for Mr. Kelly.

5. The charge, after amendment pursuant to an interlocutory ruling given by the Tribuna on 17
September 1996, was defined in the Board's letter of authorisation to the Complainant dated 3 July
1996 (pages 269-70) asfollows:

"'"The Board, in accordance with the provisons of regulation 20.21 of the Patents Regulations,
has considered your complaint and information provided by Mr. Kely and has decided to
authorise you to bring proceedings before the Patent Attorneys Disciplinary Tribund charging
Mr. Robin Kdly with unsatisfactory conduct in his dedlings with you and Playnation Pty Ltd
between April 1993 and July 1994. In particular, Mr. Kdly's actionsin advising and acting on
behaf of Playnation in connection with provisond patent gpplication No. PL9688 (in so far as
it related to afastener which was amodification of your Austrdian patent no. 624271)."
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Thus the authorised proceedings were proceedings charging Mr. Kely with "unsatisfactory conduct” in
his specified dedings with Mr. Nuttdl and Playnation in the period specified. Further particulars of the
charge were given by the Board (at the request of Mr. Kely) to the Tribuna and Mr. Kely in a
document dated 27 September 1996 and headed "Further Particulars of Unsatisfactory conduct aleged
agang Mr. Kdly in his dedlings with Mr. Nuttal and Playnation Pty. Ltd. between April 1993 and July
1994". At the commencement of the Hearing, Mr. Clarke for the Board withdrew those dlegations in
the Further Particulars which dleged use or misuse by Mr. Kdly of confidentid information of Mr.
Nuttal. Thus, Particulars para. 5(c) and the words in para. 5(d) "and of the misuse by Mr. Kdly of
confidentia information belonging to Mr. Nuttal" were withdrawn. Thus there was no issue of any use
or misuse of confidentid information by Mr. Kely. It is clear, in my opinion, that the evidence as a
whole did not support any such alegetion.

6. Evidence in chief on each sde was given by Statutory Declarations filed before the Hearing. The
Board filed Declarations by 7 witnesses including the Complainant, Mr. JW. Nuttal, Mr. H.H. Henry
of Playnatiion Pty. Ltd., Mr. D. Stow, a former employee of Playnation, and Mr. G.L. Cowin, an
experienced Patent Attorney, who gave expert evidence as to standards of practice. One declarant, Mr.
I. de Jonge of Cullen & Co., was required, but was not available, for cross-examination. The Board
then disclamed any reliance on his evidence, and | have disregarded it. Of the Board's witnesses, only
Mr. Cowin was cross-examined at the Hearing. In particular, Mr. Nuttall was not cross-examined,
though his evidence conflicted in mgor respects with that of Mr. Kelly. For Mr. Kely, Statutory
Declarations by Mr. Kely himsdf and by three experienced Patent Attorneys, who gave expert
evidence as to standards, namely Messrs. D.C. Carter, R.S. Catt and C.J. Oberin, were filed. All four
of these witnesses were cross-examined at the Hearing.

7. | was given the assistance of both ord and written submissions by Counsd on each side,
including detailed references to evidence they relied on.

8. At the conclusion of the Hearing, | reserved my Decision, particularly because of the intractable
difficulties in the meaning of the applicable statutory definition, that of "unsatisfactory conduct™ contained
in Reg, 20.1 of the Patents Regulations 1991, which appears to be sui generis and of unknown origin.
Nether Counsd were able, despite their researches, to refer me to any authority throwing any light on
the meaning or operation of the provison and, despite extensive search by me, | have not been able to
find any hepful authority. It was not aleged or suggested that Mr. Kdly had been guilty of
"unprofessona conduct” as defined in Reg. 20.1.

DECISION

9. On the standard of proof, Mr. Macaw Q.C. submitted that "in view of the nature of the charge
and the possible consequences, a comfortable satisfaction is required that unsatisfactory conduct has
been proved”. He referred to the well-known High Court decison in Briginshaw v. Briginshaw (1938)
60 C.L.R. 336. Mr. Clarke did not make any contrary submisson. Mr. Macaw's submission on this
point is clearly correct. It iswdl settled that, in disciplinary proceedings of the present kind, the standard
of proof is the civil sandard on the baance of probabilities, but gpproached in the manner explained in
Briginshaw. There is ample Audtrdian authority for this.
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10.  Although, for reasons given below, | have come to the conclusion that Mr. Kdly, in acting for
Paynation Pty. Ltd. in the way and a the time that he did, in dl the circumstances that exised and
which were known to him, was involved in ardevant conflict of interest, and therefore duty, such that he
should not have acted for Playnation as he did, nevertheess, in the light of the expert evidence, | am not
satisfied to the requisite degree that his conduct condtituted "unsatisfactory conduct” within the meaning
of the definition in Reg. 20.1.

11. Accordingly, in the terms of Reg. 20.23(9), | do not find the charge proved; and consequently, |
digmissit.

12.  The Tribund has no power to award costs. However, in rgection of a submisson made by Mr.
Macaw in para. 26 of his written submissions, if the Tribuna did have power to award costs, | would
not in dl the circumstances have thought it gppropriate to make an order for cogts againgt the Board in
this case,

REASONS FOR DECISION

Findings of Fact

13. | find that the materid factsto be as follows (most of which were not in dispute).

14. In 1987, Mr. Kdly was a partner in the firm of G.R. Cullen & Co., Patent Attorneys in
Queendand. The Complainant Mr. Nuttal clams to have invented in 1987 what he describes in his
Declaration (para, 2) as "a fagener comprising an elongate shank and at least one protrusion or flar
(9c)located on the shank for attachment of One member such as arail or horizontdly orientated frame
member to another member such as a vertica upright post”, He wanted to patent this invention so he
wrote a brief description and made an annotated drawing of the fastener or rail spike (see Exhibit WB-
1) and took it to his family solicitor, Mr. W. Byrne, who sent the description and drawing with aletter of
11 June 1987 to T.G. Ahearn & Co., afirm of Brisbane Patent Attorneys, with ingtructions to obtain a
patent for the invention. Mr. Nuttall's written description said that the rail spike could be "ether welded,
forged or pressed” from mild sted.

15. On | duly 1987, T.G. Ahearn & Co. merged with G.R. Cullen & Co and the firm continued
under the latter name, with Mr. Kdly as a partner. The ingructions from Mr. Nuttdl came to his
attention sometime before late September 1987. A Provisond Patent Application and Specification for
therail spike were drafted on 25 September 1987 by a Technical Assistant employed by G.R. Cullen &
Co., under the supervison of Mr. Kdly, goproved by Mr. Nuttdl and filed as Provisond Patent
Application PL4572. This Provisond specification is not in evidence and the evidence does not disclose
its date of filing. What then happened is described by Mr. Kdly (Declaration para. 3.4) asfollows-

"34 Subsequently, PL4572 lgpsed by the falure by Mr. Nuttdl to file a complete
specification by the 12 month deadline. With ingtructions from Mr. Nuttall, PL4572 was
refiled at the Patent Office on September 22, 1989 under Application No. PJ6488. As
far as | can recall, PJ6488 was exactly the same as PL4572. | believe that Provisond
PJ6488 was lodged a the Patent Office without forwarding a copy of the provisona
specification to Mr. Nuttal for his comment and approva prior to lodgement because
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PJ6488 was exactly the same as PL4572 and Mr. Nuttall had dready approved of the

latter specification and instructed that it be refiled.”
The second Provisiond Specification PJ6488 is Mr. Kdly’s Exhibit “RTK-2". In this Specification, a
page 5, Il. 3-7, it is said that the shank of the rail spike may be of round section and “conversely the
shank may be of square or other section where a forged or stamped fixing member is envisaged”. At
page 9, I. 6 ff., it is said that the protrusions are “cut, stamped or otherwise profiled from the chosen
sheet materid”. In the preferred embodiments described, the protrusions are welded to the shank. Mr.
Kelly says (Declaration para. 3.5) that “stamping... may aso be considered synonymous with ‘cold
pressing’”. (I cannot say, on the evidence, whether thisis correct.) Mr. Nuttdl, on the other hand, says
(Declaration para. 5) that PJ6488 was not the same as PL4572 and that he received a copy of PJ6488
only after it wasfiled. He saysthat he tdlephoned Mr. Kelly and asked him why the gpplication did not
mention that the fastener could be welded, forged or pressed and he then states Mr. Kelly’s response.
| accept this evidence by Mr. Nuttall. Mr. Kdly says (Declaration para. 3.5) that he does not recdl any
conversation with Mr Nuttall of this kind. Although, as he says (Declaration para. 5) Mr. Nuitta
accepted Mr. Kely's explanation and did not press the point, it is clear that this point, in the events
which happened, wasthe initid seed of Mr. Nuttal’ s later dissatisfaction with Mr Kdly.

16. Mr. Kelly was responsible for the drafting of the complete specification for Mr. Nuttall's Patent.
It was lodged on 20 September 1990 as International Application PCT/AU90/00341, claming priority
from PJ6488. It received Audrdian Application No. 64102/90 when it entered the Austraian national
phase. The complete specification became open to public ingpection in Audtraia on 18 April 1991.
Corresponding Applications proceeded in New Zedland and the U.SA. Mr. Kdly says that to the best
of his recollection he was not involved in the prosecution of the Audrdian and New Zedand
applications but was involved in the early part of the prosecution of the U.S. application, though he does
not say until when. The Australian gpplication was accepted on 4 June 1992 and became Audrdian
Patent No. 624271 which was seded on 28 September 1992. The Complete Specification as accepted
and granted is Exhibit "RTK-3". In the Complete Specification the passage that had appeared in
PJ6488 (page 5, 1. 3-7) concerning forming has been altered so that the reference (page 6, 11. 6-12) is
now to "aforged or stamped fastener”. At page 10, line 9 ff., it is Sated that "the protrusons are cut,
stamped or otherwise profiled from the chosen sheet materid™. In the preferred embodiments described,
the protrusion is welded to the shank. Claim 1 defines the fastener or spike but does not refer to, and
therefore covers, any method of fabrication. Claim 2 adds only that the protrusion is formed from metdl
plate. Clam 3 adds the limitation that the protruson is welded to the shank. Claim 4 dso contains this
limitation.

17. Mr Nuttal had been exploiting the rail spike the subject of his Audrdian Patent by licensing its
manufacture and sale to Associated Water Equipment Pty. Ltd. before August 1982 and the spike had
been sold under the trade mark "RAILOK". The protruson was welded to the shank (see Henry
Declaration, para. 3).

18. On or about 21 August 1992 by a written Licence Agreement of that date (Nuttal Exhibit
JWN-3), Mr. Nuittal granted a licence, at aroyaty, to Playnation Pty. Ltd. (trading as 'Peppertown™)
to manufacture and market the patented "RAILOK" fastener. The Licence was not professondly
drawn. It was a non-exclusive licence and did not contain any provison relaing to improvements to the
patented invention or related new inventions, whether made by the Licensor or Licensee. Mr. Kély did
not in any way act for Mr. Nuttdl (or Playnation) in relaion to the licence. Playnation at firgt
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manufactured the fastener by welding the protrusions to the shank (Henry, 5).



19. From September 1992 (when Playnation began making the RAILOK spike) onwards, Mr.
Nuttal paid regular vigtsto Playnation to collect his roydty cheques and there had discussons on most
occasions with Mr. Henry, the Managing Director of Playnation, and/or Mr. Stow, then an employee of
Paynation. Before the end of 1992, Playnation had found that making the fastener by welding was too
expengve and was exploring the possbility of making it by "cold pressing”. Both Henry and Stow
discussed this with Nuttal before the end of 1992. Stow told Nuttal that Playnation was trying to get
the fasteners made by cold pressing. Mr. Nuttal's understanding of "cold pressing” is stated by him in
his Declaration, para. 8. Playnation's early attempts a cold pressing were not satisfactory.

20. In November 1993, Mr. Kélly resigned from the firm of G.R. Cullen &' Co. and |&ft their office
in January 1993 to become a partner in a new firm of patent attorneys, Fisher & Kdly. In February
1993, by letter, Mr. Kdly invited Mr. Nuttdl to transfer hisfiles to the new firm but Mr. Nuttal did not
take up the invitation and, indeed, did not reply.

21. By late April 1993, Playnation, with outside assistance (see Stow, 4) had devised a method of
forming the RAILOK fasteners by cold pressing in dies (though there were gpparently some tooling
problems thereafter) and had decided to adopt it in the manufacture of the RAILOK fastener under
Nuttal's licence. | am satisfied that Mr. Nuttall was made aware of these facts by Stow or Henry or
both of them and approved of the adoption of the new process. Indeed, as Nuttall says (Declaration, 7)
the method of manufacture under the licence "Was not of greet concern” to him.

22. By late April 1993, Mr. Henry had also decided to try to obtain a Patent for the new process. |
am, however, satisfied that neither Stow nor Henry informed Mr. Nuttdl a any time that Playnation
intended to gpply for any patent relating to the new process or any improved spike and that Mr. Nuttall
did not have any knowledge of that intention or of the subsequent Provisiona Patent Application until 20
Augugt 1993. On this, as on another dgnificant issue mentioned below, | am faced with the difficult
problem that none of Henry, Stow or Nuttal was cross-examined, though Mr. Kelly was. Stow (who
left Playnation in 1993) does not say in his Declaration that he ever gave such information to Nuttall.
Although the Tribund is not bound by the rules of evidence (Reg. 20.26(3)), | reect the indirect
suggestion by Henry (Declaration, end of para. 5) that "in my view (Nuttal) was quite aware that we
would patent” the new process. Besides being inadmissible, this evidence is of no probetive value. It is
to be noted that Mr. Henry does not say that he told Mr. Nuttal of the intention to apply for a Patent. |
accept the evidence of Mr. Nuttdl in para. 15 of his Declaration. Insofar as this finding concerns Mr.
Kdly, | refer to this in more detall below. | regard the last sentence of paragraph 8 of Mr. Henry's
Declaration, to which no date or time is ascribed, as consstent with and referring to the conversation
described by Mr. Nuttall in para. 11 of his Declaration.

23. Mr. Henry's reasons for engaging Mr. Kdly to secure the patent he sought are stated by him
(Declaration, paras. 6-7) asfollows-

"Prior to 1993, Playnation had used Cullen & Co asiits patent attorneys. However, as Nuittal
used Cullen & Co as his patent attorneys or his product, | decided that Cullen & Co may have
aconflict of interest if they acted for Playnation in relation to the die.

One of my employees informed me that he had used Robin Kdly ("Kely") a Fisher & Kdly
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and was happy with him, so | gpproached Kelly for assstance. My first question to Kelly was
whether he acted for Nuttall. He said no. | was aware, a this stage that Kelly had been
employed by Cullen & Co and that he had played a part in the drafting of Nuttal's patent
specification, | explained to Kelly my reason for leaving Cullen & Co was to avoid a conflict
of interest regarding Nuttall."

In my opinion, these reasons of Mr. Henry show his recognition of the close rdation of his proposed
patent application to Nuttal's patent and Nuttall's interests. See dso what Stow says in the last two
sentences of para. 7 of his Declaration.

24. Mr. Kdly's first contact with Playnation was a telephone conversation with Mr. Henry on 27
April 1993 (Kelly Declaration 4.1). On that day or soon after Mr. Kelly also had a conference with Mr.
Stow of Playnation (Kdly, 4.1, 4.2; Stow 7-9). In one or other of these conversations, Mr. Kelly was
informed of the licence agreement between Nuttall and Playnation under Nuttal's Patent. Mr. Kdly did
not ask to see the Licence or ask whether it contained any clause about improvements. He was aso
told that Nuttall knew of and approved of the use of the new cold pressing process. Mr. Kdly aso
found out that Playnation was using and proposing to continue to use the RAILOK trade mark for the
fastener, whether made by welding or by the new process, and advised Stow that Mr. Nuttal was "the
owner of thistrade mark" (Kely, 4.3).

25. In early May 1993, Mr. Kelly, with the request and consent of Henry and Stow, contacted Mr.
Nuttall about the trade mark and obtained Nuttal's instructions to apply for its regigtration in Nuttal's
name (Kdly, 4.3, 4.4; Nuttdl, 11, Exhibits WN-6, JWN-7). Mr. Kdly lodged the application on
Nuttal's behdf on 7 May 1993 (Board File, page 127). To this extent, Mr. Nuttall was still a client of
Mr. Kely until some time after that dete in relation to the trade mark.

26. In May 1993, Mr. Kdly was ingructed by Playnation to proceed to prepare and file a
Provisond Patent Application for the new process and the improved spike or fastener. Mr. Kelly
obtained further information from Mr. B. O'Conndll, the toolmaker who had helped to develop the new
process and the tools to operate it. The draft Provisona Specification was approved by Mr. Stow and
lodged by Mr. Kely on 29 June 1993 as Provisond Patent Application PL9688. The Provisonad
Specification is Nuttal's Exhibit MWN-9 and, of course, has no Claims.

27. It is clear, however, that this Provisond Specification is a bass for claming the new cold-
pressing process by particular dies, the particular die gpparatus, and the improved fastener produced by
it and not only as a product of the new process - see Kedlly Declaration para. 4.12 and Exhibit JWN-9.

28. It is common ground that Mr. Kdlly, in drafting PL9688, did not use, and did not in fact have,
any information of or supplied by Mr. Nuttal other than the then published Specification of Nuttdl's
Patent, which Mr. Kelly obtained from the Patent Office (AIPO). When Mr. Kdly left G.R. Cullen &
Co., he did not take any Nuttall files or papers with him.

29.  After thefiling of PL9688, Mr. Kely did no further work in its prosecution, except to send to
Paynation reminder letters in March and May 1994 about the need to file a complete specification.
Whether or not Mr. Kdly was then in a conflict of interest or duty Stuation such that he should by this
time not have been acting for Playnation, it was in any event proper to send the reminder |etters.



30. It is quite clear, in my opinion, that if Mr. Kelly had Mr. Nuttall's informed consent to acting for
Paynation to obtain for it and its name a patent for the new process and the improved spike resulting
from it (whether made by the process or not), it would have been entirely proper for Mr. Kelly to act
for Playnation and no criticism could have been made of his conduct. "Informed” consent, however,
would | think have involved Mr. Kdly in advisng Mr. Nuttal what might be the legd and commercia
effects of such a Playnation Patent on Mr. Nuttal's existing podtion as Patentee and Licensor to
Paynation. Although there is a direct conflict of sworn evidence between Mr. Nuttal and Mr. Kelly as
to whether Nuttall ever knew, let done consented, to Mr. Kely acting to obtain the Playnation Patent, it
was submitted by Mr. Macaw Q.C., for Mr. Kélly, that | need not resolve this conflict because he
conceded, and it was common ground, that there was no informed consent by Mr. Nuttal, whether or
not the conversation deposed to by Mr. Kdly in paras. 4.4 and 4.5 of his Declaration did occur (see
T/S 155, line 3 ff., 390, 392, 409.3).

31. Thereisforcein this submisson by Mr. Macaw but, after some hesitation, | think it is materid
whether or not a conversation to the effect stated by Mr. Kely (Declaration 4.4, 4.5) did occur. This
evidence was that Mr. Kdly had a telephone conversation with Mr. Nuttall between the date of Mr.
Nuttall's letter Ex. IWN-6 (30/4/93) and the date of Mr. Kélly's letter to Mr. Nuttall Ex. JWN-7
(7/5/93) mainly concerning the RAILOK trade mark. Mr. Kelly then deposed (para. 4.5)

"... | ds0 discussed with him the filing by me for Playnation of a patent gpplication for the new
forming process developed by Playnation for manufacturing the fastener. | cannot now
remember the precise words used by me or by Mr. Nuttal in this aspect of the conversation.
However, the substance of the conversation was as aforementioned. Mr. Nuttal made no
adverse comment and raised no objection ether to the making of the patent gpplication by
Paynation or to my acting for Playnation in that matter.”

32.  Asl havesad, Mr, Nuttal was not cross-examined so that his directly contrary evidence in his
Declaration para, 15 stands without direct challenge. The whole of Nuttall's para. 15 is relevant, but the
more presently relevant part is asfollows:

"Prior to 20 August 1993, | had no idea that Playnation had lodged a provisond specification
for an dleged improvement upon my fasteners or any method of manufacture or dies concerning
my fasteners or like fasteners, or that Kelly had been acting for Playnation in that regard. Prior
to that date | had no discusson with Kelly or Stow or Henry or anyone ese about Playnation
lodging such a document. Neither Kely nor Playnation sought or obtained my consent or
permission to the lodgement of the Playnation provisond specification.”

33. Mr. Kdly was subjected to lengthy cross-examination on his evidence in paras. 4.4 and 4.5
spread over Transcript pages 341-364, 374-5. Basically, Mr. Kely adhered to the evidence in his
Declaration, though a one point only (T/S 364, 11. 1-2) he sad that Mr. Nuttal's subsequent
contradictory account was "wrong, or probably wrong®. At T/S 357, he aso gave the following
ambiguous evidence when being cross-examined about Nuttall's para. 15:



"Q. - Do you say that Mr. Nuttall there has just got it dl wrong as aresult of the conversation
you hed with him?

A. - Wdll, according to my undergtanding, | think he has. He certainly knew - or Stow had
told me - of the - that Nuttal was aware of filing-the patent application. | had brought it "to his
attention in my telephone discussion prior to that.”

(Underlining added.)

Mr. Kdly was not, however, in my opinion, satisfactorily able to account for the many acts and
documents by or from himself and Mr. Nuttal that are inconastent with his evidence and which were
put to him in cross-examinaion.

34. Mr. Kdly gave aggnificantly more postive verdon of the asserted conversation in his Statement
to the Board (para. 4, 3rd sentence - page 175). His account of the precise content (in substance) of
the conversation varied from T/S 346 to 350. Mr. Kelly wrote a letter dated 7 May 1993 to Mr.
Nuttal (Exh. WN-7) referring to the conversation but the letter does not mention the Playnation Patent
but does mention the Licence. No file note of the conversation was produced, though there were file
notes of some other conversations (though not uniformly) - see T/S 359.

35. More tdling, however, is the fact that when Mr. Nuttall first complained - ether in the disputed
conversation of 20 August 1993 between Mr. Nuttdl and Mr. Kely or in the conversation Mr, Kelly
had with Stow referred to in the first paragraph of Mr. Kdly's letter to Playnation dated 7 September
1993 (Ex. RTK-12) or in Mr. Kdlly's letter and draft letter of 7 October 1993 sent to Playnation (Exh.
RTK-14) in deding with the complaints in Nuttal's letter to Mr. Kelly of 20 September 1993 (Exh.
RTK-13), or in his letter to Mr. Nuttall of 22 October 1993 Exh. RTK-17) is there any mention
whatever of Nuttal having previoudy known of and consented to the filing of the Playnation Patent
Application by Mr. Kdly. Reliance on the asserted conversation with Mr. Nuttal before 7 May 1993
would have been the shortest and smplest answer to Mr. Nuttal's complaints. The only rationd
explanaion for thisis that either the conversation with Nuttal did not occur or Mr. Kelly had forgotten
it. If it did occur, it is unlikely, though possible, that he would not remember it when Nuttall made his
complaints and Mr. Kely was preparing, with the assstance of Playnation, a careful reply to Mr.
Nuttdl's dlegations.

36. Mr. Nuttal's own actions are consgstent with his evidence in para. 15 of his Declaraion. He
telephoned Stow before 23 August 1993 concerning his conversation with Mr. Kely (Nuttal
Declaration 16) which is evidence | accept though Stow does not mention this conversation. | infer that
Mr. Kelly's conversation with Stow referred to in his letter of 7 September 1993 (Exh. RTK-12), that
letter itsdlf, and the sending of a copy of it to Mr. Nuttall as requested by Stow, al arose from Mr.
Nuttal's conversation with Stow, as well as Mr. Nuttdl's conversation-with Mr. Kdly on 20 August
1993. On 23 August 1993, Mr. Nuttall wrote a letter to Cullen & Co. (Exh, WN-8) which refers to
his conversation with Mr. Kelly on 20 August 1993 and the conversation with Stow and complains
about Mr. Kdly's actions. Mr. Nuttall also requested and obtained from Stow a copy of the Playnation
Provisond Specification and sent it to Cullen & Co. (Nuttall Declaration 17). In December 1993, Mr.
Nuttall sought the advice of a Solicitor, Mr. A.J. Bennett, about his complaint agang Mr. Kely
(Bennett Exh, AJB-1). Mr. Bennett attempted to settle the dispute with Mr. Kdly until June 1994
(Bennett Declaration and Exhibits).
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37. It follows dso from the matters stated above in this paragraph that | accept Mr. Nuttal's
evidence (Declaration para. 15) of the conversation he had with Mr. Kelly on 20 August 1993. Mr.
Kely did not deny this conversation but said that he had no recollection of it (Declaration 5.1; T/S
357.2, 358.9 though he did say at T/S 357.9 that "to the best of my memory it didn't occur").

38.  Accordingly, | am unable to accept Mr. Kelly's evidence where it conflicts with the evidence in
paragraph 15 of Mr. Nuttall's Declaration. In so finding, | do not find it necessary to rely on the fact that
Mr. Nuttall was not cross-examined. Nevertheess, the following statement by Samuels JA. (Hutley and
Priestly JJA. concurring) in Paric v John Holland Constructions Pty, Ltd, [1984] 2 NSWLR 505 at 507
is gpplicable:-

"... While | do not think that it would be right to conclude that the absence of cross-
examination entails the acceptance of the evidence given, it certainly enables that evidence to
be regarded by any tribund of fact with a greater degree of assurance than might otherwise
have been the case.”

See the discussion of this (with which the other members of the Court agreed) by Samuels JA. in Hlis
v. Wallsend Didrict Hospitd (1989) 17 NSWLR 583 at 586-8, to which Mr. Clarke referred me. |
would add that Mr. Clarke, correctly, did not submit that | should or must accept Mr. Nuttall's evidence
in preference to Mr. Kelly's, merely because Mr. Nuttall was not cross-examined.

39. However, in s0 finding, | do not find that Mr, Kelly was untruthful. | think he believed thet the
evidence he gave to the Tribuna was true, but | think he was mistaken - in view of dl the matters to
which | have referred. Nor does the fact that Mr. Kdly repeatedly affirmed his versgon, despite the
matters to which | have referred, mean that he was untruthful - compare what was said in the High
Court by Gaudron, Gummow and Kirby JJ. inMacKenziev, R. (1996) 141 A,L.R. 70 at 88. Although
Mr. Kely himsdf rgected the explanation which | suggested to him (T/S 351), | think that the true
explanation is probably that Stow told Mr. Kdly that Nuttal knew of and consented to the filing of the
Paynation Patent and that Mr. Kdly has thereby thought that Nuttdl told him. Mr. Kdly expressy said
on a number of occasons in cross-examination, that Stow had given him this information (T/S 342.5,
3524, 353.2, 357.5 360.2) and in his Declaration (para. 6.7(f)). | take this view even though Stow
does not mention such in his declaration. It may aso be that Henry dso gave such information to Mr.
Kely (T/S 360.4) even though Henry does not mention it. | would add that there is no evidence to
support the view that any such information given by Stow or Henry was correct (see para. 22 above).
There are reasons, upon which | need not elaborate for present purposes, appearing in the evidence, for
treating the evidence of both Henry and Stow with some reserve (as indeed Mr. Macaw indirectly
suggested, though he did not require them for cross-examinétion).

40. | do not find it necessary to resolve the conflict of evidence between Mr. Nuttdl and Mr. Kelly
concerning their conversation of 20 or 21 October 1993, of which each party made conflicting file
notes. | observe only the peculiar fact that Mr. Kelly sated the materia part of his verson of the
conversation in hisletter to Playnation of 22 October 1993 (Exh. RTK-18 page 1 para. (iii)) but not in
hisverson of it in hisletter of the same date to Mr. Nuttdl (Exh. RTK-17).
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41.  The reationship between Mr. Nuttall and Playnation broke down in April/May 1994. At this
time Nuttall terminated or purported to terminate the licence dthough he received royalties until October
1994. In March 1994, Mr. Nuttal transferred his trade mark file from Mr. Kely to Cullen & Co. Mr.
Henry withdrew Playnation's work from Fisher & Kely and trandferred it to other Patent Attorneys
(Henry, 15). | note dso that, a about this time, Mr. Nuttall explored the possibility of marketing his
patented fasteners with Stow (who had by then left Playnation) (Nuttal Declaration 23).

Conclusions

42. In agreement with a submission by Mr. Macaw, | think it is a Sgnificant fact, as| find, thet a 4l
times before 20 August 1993, Mr. Kely beieved that the reationship between Mr. Nuttall and
Paynation was in al respects harmonious and he did not have knowledge of any fact or circumstance
that would suggest otherwise. It aso follows from what | have said above, that | think that Mr. Kelly
believed that Mr. Nuttall did approve of the obtaining of the Playnation Petent, though this was not
because Nuttall had said so but, probably, because he was told so by Stow and perhaps also by Henry.

43. Further, Mr. Clarke rightly conceded that the evidence did not justify a finding that Mr. Kely
had any Intention of doing anything wrong o that if he did do anything wrong, he did not redise it was
wrong (T/S 384, last 2 lines - 385, line 7; 417, lines 3-6).

44, However, in the fidd of professonad misconduct generdly, including failure to act up to a
generally accepted or prescribed standard of professonad skill or competence, it is well settled that
ignorance of the required or accepted rule of conduct or standard is not necessarily an excuse - see,
e.g., Law Society of NSW v. Moulton [1981] 2 NSWLR 736 (C.A.) at 740, 754, 757, 759; Law
Society of NSW v Foreman (1991) 24 NSWLR 230 (C.A.) at 253 per Mahoney JA. (Meagher JA.)
concurring. Indeed, ignorance may in some circumgstances compound the offence - NSW_Bar
Association v. Evatt (1968) 117 C.L.R. 117 at 184. The reason for thisis, as the High Court and other
gppellate courts have frequently said, that provisions relaing to professond misconduct are to enforce
the required standards of conduct for the protection of the public and not to punish the practitioner -
see, eg. Evatt's Case (supra) a 183-4. It isin this context that the definition of "unsatisfactory conduct”.
and probably aso the definition of "unprofessond conduct”, in Reg. 20.1 are objective in expression
and do not refer to any mens rea or particular intent. 1 can see no bass on which the definition of
"unsatisfactory conduct” can be properly construed to require a particular intent or guilty state of mind.
Such a requirement cannot be drawn from the nature of the avalable pendties on a finding of guilt
provided by Reg. 20.23(2), as Mr. Macaw faintly suggested, even if that subregulation were construed
as preventing the Tribuna from imposing no pendty after afinding of guilt. In any event, in rgection of a
submission by Mr. Clarke to the contrary, | think Reg. 20.23(2) does not prevent the Tribuna from
imposing no pendty - such acourseiswithin its discretion as the word "may” indicates - contrast the use
of "must” in Reg. 20,23(5).

45. When Mr. Kely was first gpproached to act for Playnation in April 1993, he had only ceased
acting for Mr. Nuttal in reation to the patents for his fastener sometime in 1992. His recollection of the
businessinterests of Mr. Nuttal was such that as soon as he was informed that Playnation was using the
RAILOK trade mark. he advised Stow that Nuttall was owner of this mark and he sought and obtained
indructions from Mr. Nuttal to apply for regidration of the mark, with a view to later registering



12

Paynation as a regigered user. He was informed of the licenang agreement between Nuttal and
Paynaion under the same Patent he had recently been involved in obtaining for Mr. Nuttal. He
gppreciated, as indeed he should have, that what Playnation was seeking to patent was an improvement
of Nuttall's patented fastener as well as an improved process for making it.

46. It was agreed by dl the Patent Attorneys who gave evidence, including Mr. Kelly himsdf (T/S
224-231), that Mr. Kelly owed some continuing duty to his former client, Mr. Nuttdl, in relation to Mr.
Nuttdl's patent and affairs and it was agreed by dl of them that that continuing duty was defined in part,
though not whally, by Guidelines 20 and 21 to Part 3.09 of the Code of Ethics of the indtitute of Petent
Attorneys as in force at the materid time and which Guiddines are st out in Mr. Cowin's Declaration
paras. 19-21. It was aso common ground that the continuing duty to the former client extended at least
to avoiding a conflict of interest to the extent explained in paragraphs 38 and 39 of Mr. Cowin's
Declaration - see Mr. Catt's Declaration paras. 10, 12; Mr. Oberin's Declaration para. 4.12; Mr.
Carter's Declaration paras. 11, 15, 17; and see Mr. Kélly's evidence last referred to above. What was
in dispute was whether Mr. Kdly's duty to Mr. Nuttdl, and whether the Stuations in which a conflict of
interest between Mr. Nuttall and Playnation would or might exist, extended any further than these
satements and, if so, in what respect.

47.  The area of common ground included the propodtions that it would not be proper for an
Attorney, on the ground that arelevant conflict of interest or duty existed:-

(@ to advise the later client on the vadidity of the patent which the Attorney had obtain for the
earlier client, or to act in chdlenging the vaidity of the first client's patent; or

(b) to advise the later client concerning infringement of the earlier client's patent or to advise the
later client how to circumvent the claims of thefirg dient's patent.

| dso find, on the baance of the evidence of the five Attorneys (that is, including Mr. Kelly) that these
propositions are not dependent on the possession, use or misuse of confidentia information of the earlier
client. For these propositions, see the evidence of Mr. Catt - Declaration 12, T/S 240-3; Mr. Carter-
Declaration 11, 12, 15, 19, T/S 321-4; Mr. Oberin, Declaration 4.12, T/S 284-5 (where, in relation to
infringement, Mr. Oberin gppears to draw a distinction depending on how much congruction of the
cams is involved), 288 (evidence which is agan narrower than the other Attorneys); Cowin -
Declaration 39, T/S 164, 178-9, 185-6, 187; Mr. Kdlly - T/S 227-8.

48. In my opinion, there was, as a matter of law, a conflict of interest between Mr. Nuttdl as
Licensor of his patent for the rail spike and Playnation as Licensee when Playnation decided to gpply for
a patent in its own name for what was an improvement to the licensed rail spike, as well as a new
process for its production. Certainly this was s0 in the aasence of aclear provision in the licence entitling
the Licensee to gpply in its own name and for its own benefit for a patent for any improvement of the
licensad invention. The patent Playnation sought was an invention very cdosdy rdated to the licensd
invention. It was not, and should not be viewed, as most of the expert witnesses suggested, asiif it were
merdy an invention in the same fidd of technology.

49.  This conflict was inherent in the Stuation. Contrary to what severd of the Attorneys seemed to
think, clearly a conflict may exist notwithstanding that both parties or clients are not then in any actud
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dispute with each other and their rdationship is harmonious. It is now wel recognised that such is the
case in respect of parties in particular legd reationships such as vendor and purchaser, lender and
borrower, landlord and tenant and, at least in some circumstances, licensor and licensee. It is now well
recognised that the same lawyer should not, without informed consent of both parties, act for each party
in such relationships because he cannot fulfil his duty to best serve the interests of each party, that is, the
lawyer isin a conflict of duty Stuation as a result. This is because the respective rights and interests of
the parties are inherently in conflict. Of course, where that is the case, experience shows that there isa
high risk of actud digpute arisng between the parties. Though that is not the sole rationde of the
principle in question, it underlinesits practicd advantages. Nor could the same lawyer, without informed
consent, act for both parties in respect of an issue or question arisng out of their relaionship, even
though he had not acted for ether of them in the origind transaction that created the relationship.

50. In argument Mr. Macaw accepted part of what | have said in paragraph 50 above but put a
powerful argument thet it did not goply to the Stuation in which Mr. Kely was here involved, In
particular, he submitted that the principle stated above depended on the lawyer acting for both parties at
the same time - see T/S 421-423. He dso stressed what is the fact, namdy that Mr. Kelly had not
acted for ether paty in reation to the drafting or creation of the licence. | have conddered this
argument very carefully. But in the end, 1 do not think the principle is so confined. It extends to the case
where the lawyer has origindly acted for one party to the transaction and is later asked to act for the
other on an issue arising out of the transaction or the relaionship crested by it. | think it would aso
extend to a case like the following example. Suppose that a solicitor had acted for A in the purchase of
an edtate (involving investigation of thetitle on behaf of A). A then leased the land to B. | do not think it
would be proper for the solicitor then to act for B in aclam by B to title to the estate or a part of it by
paramount title or on any other basis. Nor do | think that these Stuations necessarily depend on the
solicitor having any confidentia information of the first client. It may be that lgpse of time, or a least long
lapse of time, might change the Situation in the cases referred to, but that question does not arise here.

51. | dso do naot think that a rdevant conflict of interest is confined to conflicts of grict legd rights
as Mr. Macaw submitted and some of the Attorneys a times said, but extends also to conflicts of
commercid interests or benefits arisng out of the relevant legd rights crested by the transaction or
relationship (and, perhaps, that iswhy the principle in question is normaly caled "conflict of interet™).

52. But even if the rdlevant principle were confined to legd rights, | think it is clear thet the obtaining
of the improvement patent by Playnation would redtrict, limit or diminish Mr. Nuttal's legd rights given
by his patent. Mr. Nuttdl's patent covered any method of manufacture of the ral spike defined in its
Clams and adso included the improved form of spike resulting from Playnation's invention. The rights
which Mr. Nuttall had by virtue of his patent included the right to licence the production of the spike by
any method of manufacture and in any form including the new form devised by Playnaion which was
within the ambit of any clam. The licence to Playnation did not take away this right because it was non-
exclusve. The proposed patent, if granted to Playnation, would have the effect that Mr. Nuttal could
not exploit personaly or by licenang his own patented invention by the Playnation cold forming process
or in the form of the improved Playnation spike without a licence from Playnation (even though
Paynation would aso need alicence from Nuttdl to exploit its own invention). Thisinvolves aredtriction
of Mr. Nuttdl's legd rights not merely his commercid interests. | would add that it is a least Strongly
arguable that the case of advisng the second dlient on how to circumvent the clams of the patent
obtained for the firgt client does not involve a conflict of legd rights but only of commercid interests, yet
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al the Attorneys (at passages dready cited), except possibly Mr. Oberin, were of the opinion that such
a caxe is a rdlevant "conflict of interes” in which the Attorney should not act for the second client.
However, such a case may be said to be one of conflict of legd rights because one of the rights given by
apatent is to restrain infringement, and the postulated advice is as to how that right may be redtricted in
scope, as well as rendered less valuable.

53. | think the view that | have expressed above is confirmed by consdering what advice would
have been needed to be given to Mr. Nuttall in order to obtain his informed consent to Mr. Kdly acting
for Playnation as requested - see paragraph 30 above, and | note what Mr. Macaw said at T/S 392.

54, Further, it is not an answer to what | have said above to say, as most of the Attorneys did in
their evidence, that any other Patent Attorney could have done the same work and produced the same
result for Playnation as Mr. Kely did. The crucid didtinction is that Mr. Kdly owed a continuing or
resdud duty to Mr. Nuttall, as was common ground. Any other Attorney would not have owed any
duty to Nuttdl. The principle suggested by Mr, Oberin a T/S 286, while gpplicable in many cases, is
too narrow and does not cover the field. Any other Attorney could have advised Playnation on the
vaidity of Nuttdl's patent but, it is common ground, Mr. Kdly could not ethicaly have done so.

55. | dso think that the fact that Playnation was seeking Mr. Kelly's services to obtain a patert for
an improvement to the licensed patented product clearly raised at least the potentia for a further conflict
of interests (and rights), namely an issue of ownership of or entittement to the improvement invention -
see Oberin at T/S 297.1. This depended on the provisions of the licence and on other matters. It seems
to me that an Attorney asked to act in these circumstances should certainly cal for and examine the
licence, though, of the Attorneys who gave evidence, only Mr. Cait says he would have done so - T/S
246.9-248.

56. However, dl of the Attorneys (including Mr. Kdly) did not think it was necessary to consider
ownership a the time of filing a provisona patent application and said that this question could be put off
to a later stage because under the present Patents Act 1990, anyone can apply for a patent and the
question of entitlement to the patent to be granted only arises a alater stage (see ss. 29 and 15 and the
Regulations concerning notice of entitlement of the "nominated person”, which does not have to be
lodged with a provisond application). However, except in cases of urgent time condraints, | regard this
practice of not considering ownership before lodging a provisona application to be ingppropriate, and
even dangerous for the Attorney.

57. What | have sad o far is, however, far from concluding the matter at issue even though | think
that Mr. Kelly was faced with a Stuation, on dl the facts then known to him, in which he should not
have acted for Playnation because of the conflict of interest involved. However, that does not
necessarily mean that his conduct amounted to "unsatisfactory conduct” within the meaning of the
definition in Reg. 20.1.

58.  Thedédfinitions of "unprofessond conduct” and "unsatisfactory conduct”, are as follows:
"unprofessona conduct” means conduct on the part of a patent attorney whereby he or she

can be regarded as committing a gross falure to comply with the standards that, in the
circumstances, it is reasonable to require the patent attorney to observe;
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"unsatisfactory. conduct’ means not having attained or sustained a professona standard that is
congstent with the standard of practice of patent attorneys.
(Underlining added.)

59.  There is no doubt that these definitions are obscure and unsatisfactory and create substantia
difficulties as to their meaning and proper construction.

60.  The definition of "unsatisfactory conduct” appears necessarily to presuppose that there does
exis something that conditutes "the standard of practice of patent attorneys' tha is objectively
ascertainable. | cannot think of any way in which such "standard”" could be ascertained by the Tribund
except, as occurred in this case, by the caling of expert evidence by Patent Attorneys and referring to
such written rules or codes of conduct as such evidence shows to be accepted as part of the "standard
of practice’ - as the evidence here showed was the case for the Ingtitute Code of Ethics and Guidelines
thereunder. | dso think it is relevant to consder what trainee and young Patent Attorneys are taught as
to the ethical standards that should be observed and hence | asked the expert witnesses questions about
that. | do not need to consider what would happen or what the Tribund could or would do if there were
no expert evidence of sandards cdled beforeit.

61. Further, it isin the nature of things improbable that there would be a fixed or certain sandard to
cover dl the possble Stuations that might be encountered by a Patent Attorney in his professond life. In
the nature of things there could only be generd principles that might or might not offer a sound andogy
for extenson to the particular case in question, | aso think it must be correct to say, as Mr. Clarke
submitted, that the mere fact that there is no existing or accepted ethica standard that dedls with the
precise Stuation in question, does not mean that there can be no "unsatisfactory conduct” (as defined) in
that dtuation - see T/S 384-389. | think Mr. Clarke was right in submitting that, in such a case, the
Tribund must approach the matter by andlogy to such standards as there are, taking into account the
underlying principles.

62. | cannot accept the dternative view put by Mr. Macaw (not as a primary submission) when
pressed by me at T/S 449-452 where some of the serious difficulties with the definition are highlighted.
Mr. Macaw there firgt submitted that if there were no evidence of standards, the charge could not be
sustained. | do not need to decide if that is correct. Mr. Macaw then made a submisson which gppears
in the following passage at T/S 451-2.

"MRLYONS: Can ignorance be a standard in other words, might be lying behind what
| am saying? If dl atorneys are ignorant of something that the law might require, ignorance is the
gandard, isit?

MR MACAW:. Widl, a dl events you - logicdly that must be right. At dl events, you

could never say that what he has done is inconsstent with the standard. It would be an
extraordinary result if he has done something which everybody ese would have done so that he has
acted ...

MRLYONS: And it happensto beillegd, for ingtance, it might happen to beillegd but
everybody doesit because it might beillegal under some obscure law not known to ...
MR MACAW: Yes.
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MR LYONS: They might dl enter into agreements that in fact are void for

[ maintenance or champerty] and they might not know that though.

MR MACAW: For example, yes.

MR LYONS: Very few lawyers know what that means these days anyway.

MR MACAW: Wil in that example, to say that he has acted in away which is not

consstent with the standard of practice of patent attorneys and therefore is guilty of unsatisfactory
conduct would be extraordinary and how you get to the result doesn't redlly matter but the logical
way of getting there isto say that either there is no standard or that ignorance is the sandard.”

Although, as | said at the time, there may be an iron logic about this, | do not think that it is correct. But,
in any evert, it highlights the severe difficulties of the Satutory definition.

63. Mr. Macaw aso submitted that the words "not having obtained or sustained a professond
sandard etc.” had the effect that the definition could not be satisfied by one single act or piece of
conduct or misconduct. He submitted that the definition required "a course of professond conduct"
inconsgtent with the standard referred to, and he relied on the dictionary definitions of "atan” and
"sudan”. He accepted that the result of this construction (T/S 417-8) was that if an Attorney was guilty
of one piece of conduct that his peers regarded as unethica, but it did not amount to a "gross failure'
within the meaning of the definition of "unprofessond conduct”, no disciplinary action could be taken. It
istrue, of course, that the words "attain” and "sustain” in many contexts do imply a course of conduct or
exclude an isolated event, but they are not necessarily to be so condtrued in al contexts. | think the
anomaly that Mr. Macaw's construction would lead to (as identified above) cannot have been intended
and is such that this construction cannot be correct. | think both definitions do include one incident, act
or piece of conduct but thisissue again points up the unsatisfactory wording of the definition in question.

64. Mr. Clarke relied on Guideline 20 as either directly applicable or as affording an appropriate
andogy that should here lead to an adverse finding. The reference is to Guideine 20 as in force at the
relevant time as set out by Mr. Cowin, (Declaration 21) and which is agreed to be a standard of
practice of patent attorneys. | do not need to decide whether Guiddline 20 on its proper congtruction
ought to be understood in the sense of the adtered wording that it now has as Guiddine 19(a) in the later
verson of the Code in Exhibit GLC-3 or whether a standard in the form of Guiddine 19(a) was an
accepted standard at the relevant time. This is because | do not think Mr. Kelly was in breach of
Guiddine 20 or arule in the form of Guiddine 19(a). He was not acting for Playnation in the same
matter in which he had acted for Mr. Nuttal. The possbly gpplicable part of Guideine 20 is then as
follows-

"Once amember has acted for aclient in any matter, he should never act for an adversary ... in
any other matter where the member's knowledge of that client's affairs could prgudice the
client or provide an unfair advantage to the adversary ..."

For present purposes, "member™ is to be read as "patent attorney”. Assuming, without deciding, that
Paynation was an "adversary”, it is common ground that Mr. Kelly had no knowledge of Mr. Nuttal's
affairs that could prgudice Mr. Nuttdl or provide an unfair advantage to Playnation. The same gpplies
to Guideline 19(a). |1 do not need to consider the puzzling proviso to Guideline 20 or 19(a), which
would gppear unnecessary and, possibly, create difficulties in rdation to acting with informed consent of
the earlier client.
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65.  The other standards that are common ground, as identified in paragraphs 46-47 above do not
seem to me to afford a ground for finding Mr. Kdly guilty of unsatisfactory conduct, in the light of the
expert evidence.
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66. The evidence given by Mr. Cowin in paragraphs 40, 55 and 57 (as wdl as some later
paragraphs) of his Declaration would, if it stood unqudified and accepted as evidence of the standard of
practice of patent attorney, afford ground for finding the charge proved. Buit this is not the case on the
evidence asawhole.

67. In para. 40, which isthe sarting point of hisrelevant analysis, Mr. Cowin said:-

"A further example of conflict of interest could be a Patent Attorney accepting ingtructions to
act for a party who was a licensee or otherwise associated with or related to an earlier client,
at least where acting for that party prejudiced or was likely to prejudice the rights and interests
of the exlier client. In this example, | believe conflict would arise unless each party gave prior
approva for the attorney to act for each of them separately.”

Mr. Catt (Declaration, 10) accepted this, and see dso what he said in para. 15.2. Mr. Carter accepted
it only in a qudified form (Declaration, 11). Mr. Oberin did not agree with it (Declaration, 4.13). On
one view, Mr. Cowin modified his evidence in para. 40 and the subsequent paragraphs that follow from
it in cross-examination, but | do not think thisis very clear. | do not redly understand the distinction that
Mr. Macaw extracted from him between what was caled ethicd consderations and commercid or
practical considerations - see T/S 208-210.

68. But however that may be, the other Attorneys did not think that what Mr. Cowin sad in
paragraph 40 and the subsequent paragraphs gpplied to the stuation in which Mr. Kelly found himsdif.
None of them thought that he had acted unethicdly in accepting Playnation's ingtructions. | do not regard
this as decisve by itself because | do not think any of the Attorneys fully appreciaied the inherent
conflict of interest that was involved and had no persond experience of the precise Stuation that arose.
The view that they took that a problem did not arise unless there was an actud dispute between Nuttall
and Playnation is not, in my opinion, correct, but gppears to be accepted as ethical.

69. In the end | think the decigve facts, in addition to what | have said in paragraph 68 above, are
as follows. None of the Attorneys (including Mr. Kely) had ever personaly come across the Situation
that faced Mr. Kélly. it is evidently of rare occurrence. None of them had recelved any red ingtruction
or training, or acquired by practice, experience that would have enabled them to see the inherent conflict
and resulting conflict of duty involved. In fact the evidence makes it clear that Attorneys at the relevant
time, and even now, do not receive much training in ethics or on how to identify conflicts of interest and
duty, and such training that there was or is was & a levd of generdity that it did not endble the
identification of the problem in the actua Stuation that arose in this case.

70. In that Stuation, even though | think as a matter of law, Mr. Kelly should have identified the
problem and declined to act, | cannot see how | can be satisfied that this isincongstent with the
standard of practice of patent atorneys, when none of the other Attorneys (gpart from Mr. Cowin)
would have seen the problem and had had no training sufficient to enable them to see the problem, Asl
have said, Mr. Kdly did not in fact see any problem. Further, | have found that he probably had some
ground for believing that Nuttall was consenting to his acting, though not any informed consent from
Nuttall himself- see para. 39 above, and | aso take into account what | have said in para. 42 above.
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71. | do not think it necessary to ded in any detail with the events from the telephone conversation
between Mr. Nuttall and Mr. Kelly on 20 August 1993 to the end of October 1993. An actua dispute
had then arisen though of a very ill-defined nature and Mr. Nuttdl did raise an dlegation of conflict of
interest on Mr. Kelly's part. Though | do not think Mr. Kelly adopted the best means of dedling with
these matters, he was not bound to accept that a true conflict existed. He was entitled to investigate the
dlegations to see if they had any possible foundation and he was entitled to try to settle the dispute or
disputes. It may be that by October 1993 he should have ceased to act for Playnation. But Messrs.
Carter and Catt did not think that was yet the case. Mr. Cowin did. However, to agree with Mr. Oberin
that no real question arises because Mr. Kdly did not do anything on behdf of Playnation other than
send the reminder letters and try to resolve the dispute (Oberin Declaration 15.9, T/S 311-2).

72. A mgor cause or source of Mr. Nuttall's complaint arose out of the fact that, in the statement of
the prior art in the Playnation Provisona Specification. the defects and disadvantages of Mr. Nuttal's
patented fastener and the advantages over it offered by the Playnation invention are stressed. | was
originaly concerned by this as it might appear that Mr. Kelly was, for the benefit of his new client,.
Paynation, denigrating or devauing the work that he had done for Mr. Nuttal. | put this to the expert
witnesses. They were unanimous that what Mr. Kdly did in this respect was norma and sandard and in
no way unethical or improper. Mr. Nuttall also consdered that some of the statements made in the
Paynation specification about his fastener were wrong or unjustified. There was no evidence to support
this, and even if it were correct, it would not amount to unsatisfactory conduct by Mr. Kely as he acted
in accordance with histechnicd ingtructions.

73. For these reasons, | am not satisfied to the required degree that Mr. Kelly was guilty of
unsatisfactory conduct as charged. Therefore, in the odd terms of Reg. 20.23(9), | do not find the
charge proved.

74. | would add that | have found this to be a difficult case, mainly because of the difficulties of the
definition of "unsatisfactory conduct”.
DATED 28 February 1997

John F Lyons Q.C.
Petent Attorneys Disciplinary Tribuna
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