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IN THE FEDERAL COURT OF AUSTRALIA

NEW SOUTH WALES DISTRICT REGISTRY

SENERAL DIVISTON

LI Y W

No. G250 of 1985

BETHEEN: ALLERGCAN EHARMACEUTICALS THC. and
ALLERCAN PHARMACEUTICALS BTV,
LIMITED
Applicants
AND BAUSCH & LOME INC. and BAUCCH & LOMB
(AUSTRALIAy PTY, LIMITED
respondent s

JUDGE MARING ORDER:

WINOTES OF QRDER

BEAUMOMNT J.

. PATE OF GRDER:

WHERE MADE :

L QCTOBER, 1285

< {DNEY

THE COURT ORDERS THAT:

L. Qrdear

pursuant o 5.7 of the Arxbitration

{Foreiun Awards and Agrespsncs; act, 1974

(al

That these procesdings be staveda
3C fay as chey involve claims for
breach of contract upon the
condition that such stay mavy be
terminated upon applicaticon by the
applicants in the evant that the
regpondents do not do all thincs
necessary to ke done on their part
to have the matters referred Lo
hersunder daterminad in aczordance
with +the  arbitration agrsement
between the parties with
reagonable sxpaedition.
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) That the partiss be referred to
arbirtration in ragspect of the
matters the subject of hese
proceadings s0 far as they invelve
claimz for breach of contract.

S Reserve costs.
3. Reserve liberty to apply on 3 dayvs notice.

[TOTE: Jettlement a2nd entry of ordeys 12 de
Wwith in Ogder 38 of the Federal Co
Rules.
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IN THE FEDERAL COURT OF AUSTRALIA

NEW S0UTH WALES DISTRICT REGISTRY No. GZ5¢ of 1985

[

GENERAL DIVISION

A - - ——

BETWEEN . ALLERGAN PHARMACEUTICATLS INC, &t
ALLERGAN PHARMACEUTICALS PTY.
LIMITED
Applicants
AND BAUSCH & LOME INC. and BAUSCH &

{SUJSTRALTAY PTY, LIMITED

kesgpondants

CORAM: Beaumcnt. J.

DATED: 4 October 1985

EEASONS E'OR JUDGMENT

(ON RESCONDENTS - APPLICATION FOLR STAY OR SUMMARY

DISMISSAL, OF PROCEEDIUGS)

Thege procesdings were commenced by  application
filed on 30 August 1935 by the first applicant. Allargan
Pharmaceuticals Inc.. a Delaware corporation, and by 1ts
aubsidiary company, allergan Pharmacsuticals Fty. Limited, a
company incorporated in New Scuth Wales, the second
applicant. The applicantz riled at the same Ctime a
statement of <c¢laim which has since been amended twice
without objection. In their pleadings. the applicants ssek
various forms of relief against the first respondent. Bausch

& Lomb Inc.. a New ¥ork corporation., and 1ts subsidiacy,
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Bausch &  Lomb (Australia) PEy. " Limited, a company
incorporated in New South Wales, the sedond respondent.

under several provisions of Part V of the Trade Pracrices

Act, 1974. They also seek to invoke the Court’s associated
and accrued jurisdictions in respect of certain other claims
being allegations of infringements oIf certain Australian
letters patent 1ncluding a claim that the respondents have
alded and abetted others in infringements of the letters
patent. A c¢laim i3 also made for damages for alleged breach

of contract.

The pregent application 1is made by the respondents
pursuant to an amended notice of motion filed on 27
September 1985 for orders that the nroceadings be staved

pursuant to 5.7 of the Arbitration \Foreign Awards &

Adresments) Act, 1274 {"the Arbitration Ackt");

alternatively., a stav 15 sought under the arbitration Act oI

30 much of the proceedings a3 1nvolves claims of
contraventicns of the provisions of Fart V of the Trade

Fractices Act and conseguential relief. &  Iurther

applicaticn is made by the respondants pursuant to U.20 r.2
for dismissal of the proceedings generally; alternatively.
the respondents seek. pursuant to 0.20 r.2, the dismissal of
the <¢laims made bv the applicants sc far as thev chargs
contraventions of certain of the provisions of Part 7V of the

Trade Fractices Act. Finally, assuming that the claims

lastly mentioned have been dismissed as asked. the
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3.

respondents seek an order dismissing the claimsg alleging
patent infringements on the ground that the Court then
lacked accrued or assoclated jurisdiction to entertain such

claims.

I shall deal first with the stayv application. By

3.4 of the Arbitrataion Act. approval 1is given to accessiocon

bv Australia to the Convention on the Recognition and
Enforcement of Foreign Arbitral Awards adopted 2n 1558 by

the United Nations Conference on  International Commecrcial

ction 7 iz as f2liows:

il

Arbitration «"the Conventicon®). =

"T.(1y  Whsre -

va) the procedure in relation to arbitration
under an arbitration agreement 1s governed.
whether by virtue of the express terms oI
the agresement or ctherwise, by the law of a
convention country:

this section applies to the agrsement.
12} Subject to this Act, whare -

ta} proceedings instituted by a party to an
arbitration agreement to which this section
applies against another party to the
agreement are pending in a court; and

(bt the proceedings involve the determination
of a matter that, in pursuance of th
agreement. 13 capable of sectlement by
arbitration, on the application of a party
to the agreement, the court shall, by
order. upon such conditions {1f anv) as 1t
thinks fit. stay the proceedings or 30 much
of the procesdings as 1involves the
determination of that matter. as the case
may be, and refer the parties to
arhitration 1n regpect oI that mattar.
{emphasis added)
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{3} Where a court makes an order under
sub-section (2), 1t may, Zfor the purpcse of
preserving the rights of the parties, make such
interim or supplementarv orders as 1t thinks i€
in relation to any property that 1s the subject
of the matter tc which the first-mentioned order
relates.

() For the purposes of sub-sections 12) and
(3), a reference to a party includes a reference
to a person claiming through or under a party.

An "arbiltration agreement"” 1s defined in s.211} to

mean  an agreenment in writing of the kind referred to in
sub-article 1 of Article II of the Convention. That

sub-article is 1in thege terms:-

1. Each Contracting 3tate shall recognize an
agreement in writing under which the
parties undertake to submit to arbitration
all or any differsnces which have arisen or
which mav arise Dbetween them in respsct of
& defined l=gal relationship, whether
contractual oy not. concerning a subject
mattar capable CL settlement by
grbitration.”

The arbitration agreement now relied upon by the

respondent is an agreement made as of 1 July 1279 between

the first applicant and the first raspondant dealing with
K g

the sale or resale of the products of the first applicant.
in particular an enzvme contact lens cleaner. outside of the

United 5tatess, including in Australia (“the Agreement"). It

will be necessarv to refer later to the detail of the
Agreement and its surrounding cilrcumstances. It will

guffice, for present purposes, to note that in 1ts
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5.

“application to the enzvme cleaner. the Agreement is to
terminate on 31 December 1991, and to refer to sections X1X

and XX of the Agreement. which ars as follows: -

"XIX, Arbitration

Anv controversy or claims ariging out of or
relating to this Agreement shall be settled
by arpitration in the City of New York,
State of New York, in accordance with the
Rules of the American Arbitration
Asscciation. and judgment upon the award
rendered Ly the Arbitrator(s) may be
entered in any Court having Jjurisdicticn
thereof.

XX, New York Law
This Agresment shall be construad 1in
accordance with the provisions cf New Tork
law as 1if made and to be performed in New
York."
There iz documentary evidencs, tendered pursuant co

s.10(1) of the Arbitration Act. that on 30 September 1970

the United States of Amsrica accaeded tc the Convention ana
has continued to ke a Convention country for the purposes of

the Act.

In order to understand the several guestions which
arise on the respondents’ application, it is necessary to
explain in aome detail the allegations made by the
applicants i1n their amended statement of c¢laim. The first
respondent carries on the business of manufacturing and
s2lling optical products. including contact lenses which are
marketed in Australia by the second respondent (paras. 3 and

). The first applicant carries on the busineszs of
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6.

developing, manufacturing and marketing contact lens care
producta including a product for Che removal of
proteinaceous deposits from contact lenses (“the Hydrocare
product") sold under the trade mark and name “"Hvdrocarz".
The first applicant supplies these products. including the
Hyvdrocare products, to the second applicant which carries cn
the business of selling them in Australia (para.bd). Tha
first applicant 1s the registered proprietor of Australian
letters gpatent No. 483265 for an invention entitled "Method
and Composition of Removing Proteinacecus Deposits from
vontact Lenses” (“:the Hvdrocare Patent"':. Tt will surfaice
for prasant purposes to note that the primary claim defining
the invention the subject of these latters patent 13 “(a:
method for removing proteinaceous deposits from contact
lenses comprising contacting the lans for a periocd cf time
guificiant to clean the lens, with zn aguscus solution
containing an 2ffective amount of a proteass". The
Hydrocare Patent was granted pursuant to a patent
application lodged on 1o April 1274, the completed
specification of which was publizhsed on 13 Hovember 1375 ana

accepted on 11 May 1977 (para.b).

The Hvdrocare product is manufactured in accorsdance
with the Hyvdrocare Patent and is sold as tablets {"Hydrocare
.taklets") which contain a measured amount of protease cnzyme
which is non-toxzic to eyes and contact lenses. together with

lnstructions for wse (para.7). eince 1976, the second
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7.

applicant has sold Hydrocare tablets under the trade mark
and name "Hvdrocare" (para.g). Since 1971, pursuant to
agreements made on 17 BSeptember 1971, 11 May 1973, 1
November 1974, 24 January 1977 and 1 July 1979 between the
fFirst applicant and the first respondent ("the agreements"),
the first applicant has agreed to supply to the first
respondent certain soft contact lens cleaning products

including Hydrocare teblets (para.?2).

The amended statement of claim then pieads. 1n
terms. sections IV, V., VI, VII, VIII and I of che
agreement. section IV deals with the supply. foreszasting
and ordering of products. Packaging 15 dealt with 1in

section V as follows -

"V, Packagineg

A. ALLERGAN shall supvly to B&L  the
Products, Combination FPackages, Samples
and Sample Packages 1n the same s31ze
rackages as the Comparable ALLERGAN
Products are sold 1in & country. The
package design and art work shall be
determined by B&L. ALLERGAN shall, at
B&L' s request and providing such
requests are reasonable, provids
Sanples and Sample Package 31zes
different from that used for cthe
Comparablea ALLERGAN Products. If the
direct manufacturing costs of B&L's
selected packaging exceeds that of che
Ccomparable ALLERGAN FProduct. B&L shall
pay the dafference.

B. The words '"Manufactured by Allsrgan
Pharmaceuticals” shall appear on =ach
Product package 1n one place. to be
determined by B&L, 1n no largsr than 10
point tvpe."“
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Samples ave dealt with by section VI. Para.C 1s in

these teyrms -

"“C. Samples and Sample Packages shall be
used by B&L for the purpose of creating
new customers for the Products and
shall not be sold except as part of a
B&L starter kit.”

Section VII deals with ths first respondent’'s

"Soflens® brand as follows:~

"JII. S0FLENSZ Brand

A, The Enzywme Cleaner 3hall be che only
proteolytic enzsvme containing product
for cleaning soft contact lénses sold
by B&L under the 30FLEHS brand name.

B. The SO0FLENS brand of enzyme cleaner
shall be sold by ALLERGAN only to B&L.

C. The Socaking 3clution shall be the only
disinfecting scaking 3solution for soft
contact l1lznses sold by B&L  under the

. SOFLENS brand name.

0. The SOFLENE  Lbrand cof dizinfecting
spaking solution shall be 30ld Dby
ALLEEGAN only to B&L.

Promotion 1s dealt with by section VILI:-

“VIII. Promotion

A Excapt as authorized by Section
VITI.B., B&L shall recommend and
promote the sals of the Enzyme Clsaner
in a mnanner not inconsistent with 1ts
iabelling as one of its cleaning
regimens for use with ths SOFLENS
tpolymacon) Contact Lens in all
gountriss in which 1t may legally be
golid and in which B&L has a Subsidiary
or Branch which s211s the lenses.
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ii.

9.

If, in a countrv where B4L has a
Subsidiarvy or Branch. B&L  should
disceontinue the sale of the Encvme

Cleaner or cease  promotina  the

Enzvmz Cleaner or sell g dirfferant
enzyvme preparation for the cleaning
of SOFLENZ ({(polyvmacon: Contact

Lenges then ALLERGAN mav  sell the
SOFPLENS brand of enzyme cleaner in
that countrv to persons other than

B&L. With respect £o  anv_ 3such
sales ALLERGAN shall gay, within
thirtv davs arfter the close of esach
guarter to B&L. at Rochester. llew
Tork, a rovalty egual to 7 1/2% of

its Net Sales accompahised bv  a
report showindg the pasgis ueon whaich
the pavment to B&L has been
computed. (empnasisz added!

Motwithstanding the license grantea
in Paragraph B.i.. B&L shall reta:in
full ownership oI the tracapnark
SOFLENS and all such crademacys
andsor logos 1including the name
“Bausch & Lomb" as well as "B&L"
which mav be used in connect-.on
with the marketing of the B4l
hydrophilic plastic contact lenses.
ALLERGAN agrees to maincain the
quality of the Enzvme Cleaner so.d
under the trademarks at a high
lavel comrmensurata wlth the
reputation of B&L. ALLERGAN shall
surply B&L with samples of the
Enzyme Cleaner from time to time
and B&L shall have the continuous
right to inspect the Enzyme Cleaner
in order to ascertain that ACLLERGAN
is ° meeting the high gquality
standards of B&L. ALLERGAN will
submit in advance to B&L samples of
all labelling and promotional
material to be used in connection
with the marketing of the Enzyme
Cleaner and, Dbefore using any such
labelling or promotional material
in connection with the marketing of
the Enzvme <Cleaner. ALLERGAN shall
first  have obtained wribten
approval for such usze from B&L. Ir
B&L shall, in 1ts sols o2vinion,
disapprove oI the labelling or
promotional material or determine
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that the gquality of any of "the
Enzvme Cleaner does not meet B&L
guality standards. it shall so
notify ALLERGAN and ALLERGAN shall
not use the disapproved labelling
or promoticn material nor sell such
Enzvme Cleaner until the labelling
or promotion material 1s approved,
or the quality 1is improved to meet
B&L's standards, as the case may
be. Further ALLERGAN agrees to do
nothing chat would 1n any way
depreciate the wvalue of B&L’'s
trademarlk.

i1i. In the event of termznation of chis
Agreement {or any csason whatsoever
ALLERGAN shall i1immedalatsly cease
all further use outside of United
Statez of any of the tracemarks
licens=ad hereunder.

o

C. zZcept a3 provi

B&L does not gr
acquire any ri
or Bausch &
name.

ad in Faragraph VIII.B..
nt and ALLERCAN doez not
it in gr to the SOFLEMNS

cmb trademark or trade

w cr Q.

i_q
[ =g U]

D. ALLERGAN may not Ieature the SOFLENS
Contact Lens name in itz labelling and
advertising Icr Comparable ~LLERCAY
Products. The listinag of the SOFLENS
contact Lens brand in a 1list cf lens
brands of equal prominence is not desmed
to be "featured."*®

By section 1¥ provision is made for the pavment

rovalties as follows -

“IX

Rovalties

ALLERGAN shall pay, within thairty (30} days
after the close of each quarter to B&L at
Rochester. New York, a rovalty equal to 5% of
ALLERGAN'S Net Sales of enzvmatic contact
lens cleaning tablets and 2 1/72% of
ALLERGAN'S net sales of Combination Packages
of Comparakle ALLERGAN Froducts sold under
any brand name cther than the SO0FLENS krand
name accompanis2d by a report showlng thne
basis on which the pavment to B&L has been
computed.”
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The amended statement of claim further alleges that

pursuant te the agreements -

(a3 the first applicant supplied fo the firsc
regpondent throughout the world and the
second applicant has supplied to cne second
respondent in Australia. inter alia.
Hydrocare tablets in the same size packages
as comparaple Allergan products are sold an
the countries of supply., including
Australia. Learing words such as
"manufactured by Allergan” and bearang the
name “"DBausch & Lomb" and/or the trade mark
and name "Soflens”:

() 1n Australia, the respondants have not sold
any proteclytic enzyme product for cleaning
soft contact lenses under or by refarence
to the name "Bausch & Lomk" or under or by
reference Lo the trade mark and nane
"Soflens" except Hvdrocare tablsts:

(o) in Australia. the respondents have not sold
any disinfectant soaking solution under or
by reference to the name "Bausch & Lomb"
and/or the trade mark and name Soflens
excert Allergan U.S8. disinfectant scaking
solutlon.

{d) the resvondents have widely adverkised and
sold throughout the world and in Australia
the  Hwdrocare tablets under and by
reference to the name “"Bausch & Lomb” and
the trade mark and name “Scflens”, bearing
words such as "manuiactursd by Allergan” as
aforesaid. {para.ll:.

It is then alleged that, Dby raason oI the
foregoing, it has been represented in Australia and
alsewere to medical practitioners. opticians,
opthalmologists and memberz of the public, including weazrers
of soft contact lenses, and it 1s the fact that. and 1t 18
the belief of medical practitioners, aopticians,

ocpthalmologists and menbers of the public. including wearers

PR

g

b

".-v -

[P

S——— B Ay,

)

o proy
M

g
“
LB I

=R

T e

i e e e L R
a

PRI

Y

y

Y

"

"

- . —

-

L

a e,



12,

of azoft contact lenses to whom such representations were

made, that -

(a) the Hvdrocare tablets sold by the
respondents under the trade marks and names
“Bausch & Lomb" or "Sof lans" are
manufactured bv the first applicant:

(b) the Hydrocare tablets sold by the
respondents under the trade marks and names
'Bausch & Lomb" oy "“Soflens" are oI the
3ane standard, guality. gradce and
composition as the Hvdrocare tablets
manufacturad and scld by the applicants.

(c) the Hydrocare tabl=ats sold v the
respondents under the trade marks and names
“Bausch & Lomb" o¢r "3oflens” have tn=
sponsorship or approval of <Tha applicants
o have the performance charactscistics.
uses and benefits of the Hydrocare tablets
manufactured and s0ld by the apglicants
tpara.l1l2).

It is then said that bv reason of the foregoing,
the applicants have wvaluable goodwill and reputation in and
in relation to he Hvdrocare cablecs manufactured by the
first applicant (para.l3). It i3 furtner alleged that the
Hvdrocare tablets zold bv the applicants to the respondents
and resold by the respondents to purchasers and users under
the names and marks "Bausch & Lomb" or "Sollens” were sola
without restriction as to use and it was an 1implied
condition of their sale that the rsspondents had the right
to sell them and that the purchasers thereoi and the ugers
thereof would enijoy gquiet possession of the Hyvdrocare

tablets (cf. Trade Practices Act. 5.%£3). (para.ld;.
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13,

It is further alleged that the Hydrocare tablets
sold by the applicants to the respondents have been sold by
the reapondents to purchasers and users in a distinctive
get-up which is the same or a similar get-up to that adopted
by the respondents for other products used in contact lens

care. (para.ldd).

It is further alleged that the first respondent has
developed an engymatic <cleaner for wusa in  remnoving
proteinacecus deposits from soft contact lenses and that the
respondaents intend to sell tablets containing protease for
the purpose of cleaning soft contact lensez. together with
instructions for their use. Reference is made to the filing
by the first respondent of European Patent Application
No.B4307265.3 entitled "Microbial Enzymatic Contact Lens
Cleanser and llethods for Use" {(para.l5). An i1niringement of
the Hvdrocare patant by the respondents 13 then charged by
reasen of their manufacture and sale 2f the tablet:s
{para.ls). It 13 further alleged that the respondents

intend to ainfringe the Hyvdrocare Patent and to axd and abet

others to do so (para.l7!.

Then it is said that the respondents threaten to

reprezent to consumers -

(a) that consumers are entitled to use a
product containing protease., other than thes
Hydrocare Product manufactured by the first
applicant as an encvmacic c¢leaner for
contact lenses:

- - s = — amr e —mee e e r A M b AR e m e e v e m————— =

[

1

........___._...._.‘___.,.,‘._._..“_.,.,
'
e - PR

-

hakdn i~
R n
-~ T

T
.
Y]



{b)

{c)

(d)

(el

(L)

threaten

The arplicants further

to represent to medical

14,

that consumers will enjoy quiet possession
of any such product for such use;

that such product i1s manufactured Dby the
first applicant:

that such product i3 of the same standard
quality grades or composition as the
Hvdrocare tablets sold by the applicants;

that such product has the performance
characteristics, uses and benefits of the
Hvdrocare tablets manufactured and sold k¥
the applicants:

that such product is the szame as the
product previcusly narketad by the
regpondents, which had been manufactured by
the fir3t applicant {para.l7i,.

and ophthalmclogiscts -

(&)

(b}

{c)

(d)

{(e)

that medical practitioners. opticians and
cpnthalmologists have the sight to
prescribe or sell a product containing
protease, other than the Hvdrocare Procuct
manufactured by the first applicant for uses
as an enzymatic cleaner ror contact lenses;

that medical practitioners, opticians and
ophthalmologists will enjoy gquiet
possession of anv such product for such
use;

that the respondents have the right to sell
such a product, other than the Hydrocarse
Product manufactured by the first applicant
for such use or for resupply for such use:

that such product 1s manufactured by the
first applicant:

that such product is of the same standard
quality grade or composition as the
Hvdrocare tablets manufactured and s0ld by
the applicants;:

- - oue ew St — . e A mmm - = - - P

charge that the cespondents

practitioners, opticians
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15.

(f) that such product has the performance
characteristics. uses and benefits of the
Hydrocare tablets manufactured and sold by
the applicants;

() that such product is the same as the
product previously marketed by the
respondents. which had been manufactured by
the first applicant tpara.li7B).

The applicants further charge that the respondsnts
threaten to wmislead and deceive medical practitioners,
ppticians. ophthalmologizsts and wmembers of the public oy
aubstituting for the Hydrocare product sold under the names
"Bausch & Lomb" or "Soflens” a product other than che
Hydracare proddct marmufacturad by the fivst applicant: and
that the respondents incend to use in relation to the said
substituted product & get-up the same or closely similar to
that uwsed by the respondents for their other products
referred to in para.l4A (para.l7C). In the premises, the
rezpondents are chasged with conduct or threatened conduct -

{a) which 18 misleading and deceptive or likely

to mislead or deceive within 2.52 of the
Trade Practices Act:

{b) wherehy they falsely represant that goods
are of a particular standard quality grade
or composition within s5.53(a) of the Trads
Practices Act:

L) wheraby they represent that goods have
sponsorship approval or performance
characteriscics which they do not have
within s.E231(d) of the Trade Fractices Actk:

and

id) whereby they make a false or mislsading
statemsnt concerning the existence of =z
raght. within s.530g) cf the Trade

P ar vl tme g
-~

Practices Act {(para.l8).
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applicants then seek the relief claimed

the application filed with their statement of claaim.

In

injunctions

(a)

(c)

{d)

(e)

their application the applicants

restraining the respondents from -

selling any substance containing protease
or any compound within the iInvention
claimed in the Iirst respondent’s European
Patent Application for use as an enzymatic
cleaner for contact lenses other than the
genuine product of the applicants so0ld
under or bv rererence to the names
"Allergan’, "Hyvdrocare". "Soflens" or
"Bausch & Lomb";

vepresenting to consumers that thsy are
entitled to use anv such substances ovr
compound as an enzymatic cleaner for
contact lensez other than the said product
oi the applicants:

representing to consumers that thev will
enjoy gquiat possession of any such
substance or compound for use as an
enzvmatic cleaner Ior contact lenses otheyr
than the said oroduct of the avplicants:

representing to consumers and to madical
practitioners, optometrists and
ophthalmologists that the respondents or
medical practitioners. optometrists or
ophthalmologists have the right to sell any
such substance or compound for such use;

selling such substance or compound together
with instructions for use 1n infringement
of the letters patent:

aiding or abetting or being a party to the
conduct of others the subject of orders
ta), (b), {(c) and (4d) above and frcm
counselling or procuring the infringement
of the letters patent by others.

!
|

N e A e s
[IEY * .

in

)

1.”
~ Myt

zeek

-

AR T A i T
» P

-
T

-

ST

- e




17.

The applicants further claim damages pursuant to

5.82 of the Trade Practices Act:; an order for delivery up

by the respondents of all products, packaging, plates,

Fh

promotional matter. marketing material or printed matter o
any kind bearing instructions for wuse of the product in
infringement o0f the lebters patent; an inguiry as to
damages, or, 1n the alternative. an account of profits in
respect of the 1nfringement by the respondents of the
letters patent: damages for Lreach of concract: such
furtner or other ovder, including orders for corractive

Trade Practices

~l
@]
Fh
ot
s
(1]

advertising and otherwise under 5.8

ct as to the Court may seem Ific.

D__l

Reference should next be made to the respondents’
defence filed on 23 September 1885, Formal matters apartc.
it will zsufifice for present purpeses to note that the
respondents put in issus any contravention of the Trade

Practices Act, any infringement of the letteras patent and

any breach of the Agreement. In addition to th= claim for
stay now sought, a number of special defences are raizead.
The respondents sav that the <¢laims or the letters patent
are invalid on the grounds of objection they then
particularise. They further say that the effect of the
Agreement i1s to conler upon the respondents a licence in
respect of the patent upcon a condition that prohibits or
restricts the respondsnts from using for the term of the

Agreement that 1s to say until 31 Decembayr 1391. any piroduct
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for cleaning soft contact lenses sold by the respondents
under the Soflens brand name which contains any proteolytic
enzyme and which is supplied by & person other than the
applicants, but they say that the sald condition is void and
it 15 not an infringement of the patent for the respondents
to do what 1t is alleged that they have done or are

threatening to do 1see Patents Act 1852, s.112%,

Then the respondents refer to sactlon VIII of the

-,

Agreement and say that 1t contains covenants by the first
applicant that the applicancz will not do anything that
would in any way depreciate the value of tas trade marks of
the respondents or acquire any righrs in or to the 5Scullens
trade mark or trade name or the Bausch & Lomb trace mark or
trade name; and that the first respondent will retain full
ownership of the trade mark Sofiens and all such trads marks
or logos including the pname “Bausch & Lomb® as well as "3, &
L." which may be used in connection with the marketing by

the respondents of hyvdrophilic plastic contact lenses. The

regpondents say that by the institution of these

[<H

proceedings and by allegations made in paraz. 12. 13, 17A,
178, 17C, 18 and 19 of the amendsd statement of claim and by
the relief sought in these proceedings, the applicants have
broken and propose further te breach the said covenants in

the Agreement.
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In support of their present application. the
respondents tendered a body of documentary evidence,
including certain paragraphs of the arffidavit of the
Managing Director of the second applicant, Mr. Christopher
D.B. Greenhill, sworn on 3 September 1985 and filed on
behalf of the applicants. For their part., the applicants
read the Dbalance of Hr. Greenhill’'s affidavzit. The
affidavit 135 lengthy. I am satisfied that the case socught

to be made by th

(s

applicants 1n the evidence of Hr,
Greenhill, including his oral evidence Jiven in
cross-examination on his affidavic. not only dces not go
bevond the case sought to be made by the applicants in thelr
amended statement ¢f claim but, substantially at least.
seeks to make that case. In the circumstances. 1t 1is
unnscessarv to rafer to that evidence or. indeed, any of the
other =2vidence tenderea by any party, with the exception of

certain corraspondence now to be mentiocned.

By letter dated 21 June 1985, Mr. James C. Bullis,
Director, Materials Management of the first applicant. wrots
te Mr, John E. Housden. Vice-President, Internaticnal

Marketing, of the first respondent saying -

“As vou may be aware, certain subsidiaries and
branches of Bausch & Lecmb have, over the lazt
several months, begun submitting to Allergan
purchase c¢rder forecasts showing no demand Ior
enzyme cleaning product. The Agreement dated
July 1, 19799, between Allergan and Bausch &
Lomb., which covers the sale of enzvme tablets
internationally, authorizes Bausch & Lomb to
discontinue the sale of Allergan products on a

——

= ey —
WL ?’_ LN 1.

']

B s
. Ad ey

-

L il L
A i -

—= s
M om

—_— — e



—— o e e e = o= e e Pre— | R ST S L

20.

country-bv-country basis and commence the sale
of its own product. This 1letter is to confirm
that, within approximately 30 days, Bausch &
Lomb will begin the introduction of 1ts own
enzyme product in the countries on the attached
list. Accordingly, no further purchases of
Allergan product will be requirad for those
countries..."”

On the same date, My, Daniel E. Gill, Chairman of
the Board and President of the first respondent, wrote to
Mr. Gavin 8. Herbert. Chairman of the Boaré and Chiel

Executive Officer of the first apprlicant in rasponse Lo a

letter written bpy Myr. Herbert on 10 June 1385. Mr. Gill.

(i

after claiming that the first applicant’s United 3States

patent was unenforcsable against the r[irst respondent.

said: -

“....contractual issues which concern vou arise
out of two separate and distinct agreements:
1) the domestic agresmsnt for the sal

e of enzryne
tabletzs in the United States, cr 2r the
internaticnal agreement for the sals of s3uch
tablets internationally. Your statemert.

theraefore, that Bausch & Lomb’'s marketing of the
new enzymatic product "will inevitzbly result in
a breach of the agreeement betwsaen our
companies" nesds to be examined in che light of
the provisions of the f{wo agreements. Your
conclusiocn is not correct under elther
agreement..."

The first guestion which arises . for determination
13 the meaning of the phrase "matter that is capaple of

settlement by arbitration" where used in s.7{(2)(b) of the

arbikbration Act. In Flakt (Australia; Ltd. v. Rhilkins &

Lavies Construction €Co. Ltd. (1979 2 N.S.W.L.R. 243,

McLelland, J. said tat p.250: -

T_ %

R
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"The plaintiff contends cthat the word "matter" 1in
g,7(2){b) denotes the ultimate subject matter at
issue between the parties, which 135 said co be
how much is the defendant entitled to npe paid
for the work 1t has done. and further contends
that there could be no “settlement” within the
meaning of the section without a complete
resolution of that issue, which, it is said, is
not possible under the arbitration agreement,
because of the claims foreshadowad by the
defendant as alternactives to 1its primarv
contentions, for recvification of the accepted
purchase order and for breach of an alleged duty
Lv the plaintiff to draw attention to matsrial
changes 1in the scope o¢f the work that -would
arise out of the purchase order. Such claxims
for rectification or for breach of dutry, it i
said, are not capable of being detesminsd Lo
arbitration under the arbitration agresment.

LEN-R TR Y|

It 13 further contended for the plainciif chac.
in 3¢ far as the pressnt application iz foundcded
upon s.7 of the 1974 Act, it 1s prematars. It
is argusd that 1t is not wuntil =aifiter the
pleadings have closed that one <can voropecly
determine whether the proceedings fall within

5.7(2)(Db).

In my opinion. the word "matter" 1in s5.7(2}1(L)
denctes any <claim for velief of a kind proper
for determinaticn 1in a couct. It does ncot
include every issue which would. or might, arize
for decision 1n the course of the deterinaticn
of such a clain. The use of cthe word
"settlement" provides support Icr the wvisw.
"Settlement" dis an apt term to be wused in
relation to & claim Ifor reli=f - it is less apt
in relation To & mere issue.”

- "

This reasoning was rfollowed by Foster, J. in Elders

CED Ltd. v. Dravo Corporation (1984) 52 A.L.R. 206 at ©.210

and, with respect, I agree with it. It 18 necessary,
therefore, to analyse with zome precision the nature of the
claims for vrelief made an the amended statement of claim.
In particular. 1t will be nacessary to inguire whether any

claim 13 made for breach of the Agresment.
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In this respact, the pleading 1s somewhat
equivocal. Certain sections of {he Agreement are pleaded in

terms. However, on ths face of 1t., these allegations appeayr

to do no more than provide pact of the substratum of facts

in which, as a matter of background only, the apprehendsd

contraventions of the Trade Practices act will occur. There

least, any svecific allegation that a

of

18 not., in terms at

L)

breach nas occurred of any of the provlsions the

Agreement . notwithstanding the foreshadowing of such a <laiwm

in the dJune 1985 correspondence. onn the other Lkand, the

application does claim damagssg roy breach of contract.

In the circumstances. it must be accepted that parst

of the applicants’ ¢laim, ag presently framed, 13 based on

an allegad breach oy breachass of the Agreement. although ths

pleading hardly defines such a cause of action with any

But, once such an allegation 1s pleaded., the

s

particularity.

provisionsg of saction XIX of the Agreement must applyv - a

claim for damages {or breach of contract is clearly a

“controversy or claim arising out of or relating to {(ths)

Agreement” at least so far as concerns the first

applicant. (The position of the second applicant may be

different because it was not a party to the Agreement). It

follows tLhat, since ths provisions of s5.7({2)Y{b} are
mandatory, a stav oI procsadings so far as concerns the
fairst applicant should be granted =0 far as a claim for
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breach of contract is involved. I shall return latsr to
the conditions to be imposed on the grant of the stay.

The position of the second applicant in this regard
iz not so obvious, although the definition of "3&L" 1in
gsection 1A of the Agreemsent extends tvo subsidiaries of the
first applicant and the provisions of s.7(4) of the

Arbitration Act may apply sc as to pick up the second

applicant in any event (see Roussel-Uclal v. G.I0, S2arle &

co,. Limited 11278) R.P.C. 47 &t pp.754-5). PBecauss of ths

chacurity of the pleading, 1t must pe assunmed, &t thiz ztage

ab least., tGthat the sscond applicant is alsg seeking relief

o

3]

t

i
bt

Q

]

for breach of contract. It followrs  thac
proceedinags should now ké granted against the second
applicant s¢ far as & <¢laim for breach of contract 13

anvolved.

. For those vreasons. 1in my opinion. a stay of
proceedings should be granted so far as they involve claims
ror relief for Dbreach of contract. The respondents further
geek a generai stay. Such a stay can, in ny view, only be
granted if the remaining claims for relief fall within cthe
provisions of section XIX of the Agreement. The phrase 1in
that reference ‘“arising cut of or vrelating to (ths)
Agreement™ iz, 1t is true. capable of the widestc

construction {(see Hevman v. Darwins. Limited [£19427 A.C. 355

at p.366 and Fountaln v. Alexander 150 CQ.L.R, 615 at p.6293.

ito]

S
'

LR
N

]

'kﬁ“::““s"“:s’: LI\

" FT e e e
LA AR e

y
e
o

2

o oaf



e o mmemr s e s = me—— e = e s e e B

-4,

But can it be said that the applicants’ claims that the

zeveral provisions of the Trade FPractices SJct have bezn

contravened are referable to arbitration under this clause?
Inh my opinicn., those claims fall outside the pursview of that
clause. In my view, <causes of actzon 1in the form cf
contraventions of 33.52. Sitay, 53tdy or 53(g) arise

axclusively from the statutory provisions themselves. [t 13

whether in contract c¢r otherwise., arise i1ndepzndencly oIl

aF connecticon between Lhe  contract  sued  unon and  coe

contraventions 3£ the ssveral provizicns of Fact Vo oof fhe

Trace Fracticss ACct alleged, anrd., in my  Tisw, hoha2

gxists here. the latter causss of acticn canno- bha referable

Lo arbitraticn pursuant to secrion XIX.

In my opinion,
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alleged concraventions, As has I=en said. CEthe scatucory
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causes of action now susa upon axist indep
contract. Thev are consumer protection provisions which in
no wayv depend upon anv private agreement for their scurce.

conduct of the kind proscribed by Part V of thz Trade

Eractices Act wWill be =stablished. if &t all, i1rrespective

could any contract iIntar partes constitucs a defencs to any

alleged contravention 2f such legislation In snort, an
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zlleged contravention of Fart V of the Trade Practices Act

iz not, as a matter of characteraization, a "“controveray or

claim arising outs of or relaving to (the: Agreement” for th

pUrRo

h

saz of zecticn ¥T¥ of that conbract. w¢f. Hyatt Barg -

Enterprises Inc, v. Sackman Inc. 157 F Supp 621 (19883,

infri

The z3ame observations can be made of ths clazmsd

ngement of tie letters pztent. again. the cause of

action 13 statubory only  iszee N.V, lasatschepoitr Voor

In the resulc, I pefuse to edtend the star bevond

the claims fcr bresach of contract.

taken

took

L

Az no conditicns, I gropose Lo alopt the aphooach
by McLelland J. in Elakt. noting cthat Lockhart, &,

a sipilar course in Wbhite Industraies Lod. v. Trammell

(1983) SI A.L.R. 779 at p.786.

appla

It must foliow from tne stay Lo oe granted chat the

cants will ne=d to furcher anend thelr statsment of

claim 30 a3 to excluge theies claims i Contraco. in the

timetable mencionea 1n the reazons given on the applicants’

nade

an amendea statement of claim cmitting anyv clzim for brsach

cation oy interlocutory celi=f. provision should pe

for a direcrcion that the applicants file wichin 7 da

<
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of contract. Provision should also be made in that
timetable for the respondents to file an amended defence
within a further 14 dayvs. If any dispute arises on the
rresh pleadings, including the amended defence., as to the
scope or operation of the limired stay now to ke granted. it

can be dealc with pursuant to the liberty to apply to kLe

4
£

raserved, It 15 hardly necessacy to 3ay  that th2 amsend

pleading should clearly exclude any suggestion that the

applicants seek to agitate in this Court anv substantive
cause of action in contract. This 135 not te sav that the

apglizants mav not properly cefer to the agresments Iy way

of background to thezr claimed contraventicns of the Trads
Fractices Act.

I make the following orders -

—r
)

Sf  the Arkbicration

4 Agreepents: Act., 1574

1. Grasr gursuant co 5.7
(Foreign Awards an

l,J.I

tal That these proceadings be staved
50 rar as they involve claims €
breach of contract upon the
condition that such stayv may be
terminated upon apglicacicn bv the
applicants 1n the evant that the
regpondents do not do all things
necessary to be done on their parc
to havs the matters referrvred Lo
hereundar aetermined i1n accordance
with the arbitracion agreement
hetween the partias with
reasonable expedition.

v That Ethe parties be referrea tg
arcbitration 1in spect of the
matters the
proceedings s

claims for b
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2. Reserve costs.

3. Resgerve liberty to apply on 3 days'’

Counsel and Sclicitors

R

for Applicant: Hodgekiss
Minter Simpson.

Mr. J.C. Campbell and Mr. C.
were instructed by

notice.

C.

Counsel and Solicitors Mr. W.M, Gummow was instructed

for Respondent:

Dates of hesarina:

Date Judament Delivered: 4 Uctober

b Certify that this ang the 26 Preceuinc
Jages are a irve Copy of the reasons for
Jdgment harein of Tk2 lenourable

Ar Justice Beaumont.

Associate

dated 4 Octcloon, )

27. 30 September 1985
1 Octcker 1585

1983

by Allen Allen & Hemsley
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IN THE FEDERAL CCURT COF AUSTRALIA
)

NEW SOUTH WALES DISTRICT REGISTRY ) fHo. G250 of 1985
}
GENERAL DIVISION }
BETHEERN: ALLERGAN PHARMACEUTICALS INC., and
ALLERGAN PHARMACEUTICALS PTY,
EIMITED

Applicants

BAUSCH & LOMB INC, and BAUSCH & LOMB
(AUSTRALTA) PTY. LIMITED

E
=

Respondents

CORAM: Beaumont. J.

DATED: 4 October 1985

REASONS FOR JUDGMENT
{ N _APPLICANTS AFPLICATION FOR INTERLOCUTORY RELIEF)

In this application the respondents have proffered
undertakings to the Court in the terms of the document annexed to
these Reazons. Although the application was argued at some
length, it ultimatsly emeroed that, subject to & satisfactory
final hearing date being available, the applicantz accepted that
the undertakings vroffered by the respondents would preserve ths
atatus quo, after some discussion, the parties agreed upcn a

inal

[ 13

timatable which meant that the matter could proceea to a
hearing on 21 April 1986. I prgpose to fix the hearing date to

nete that 2t 1s estimarced that the

-

commence on bthat date.

hearing time regquired will b2 in  the ordsr of four wesks. I

fedicas DAl
3 B .

oy
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propose to give dirsctions in accordance with the

timetable agread upon by the parties.
The formal orders I now make are as £ollows -~

1. I note the undertakings to the Court given
on behalf of the respondents.

2. BE2YYE COSLS.

3. Reseyrve liberty to any partyv to apply on
such notice as a Judae shall allow.

I certify that this and the 1 preceding

f:agas are a true copy of the reasons for
Judgment herein of The Honourable
Mr Justice Bea mont

Associate

Dated ‘? O et~

proposed

ir
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“ IN THE FEDERAL COURT OF AUSTRALIA

NEW SOUTH WALES REGISTRY

GENERAL DIVISIORN

Ro. G250 of 1585

"IN TEE MATTER OF THE TRADE PRACTICES ACT, 1974 (AS
AMENDED )

BETWEEN: ALLERGAN PHARMACEUTICALS INC. and
ALLERGAN PHARMACEUTICALS PTY. LIMITED

Applicants

AND 3 BAUSCH & LOMB INC. and BAUSCH & LOMB
{ AUSTRALIA) PTY. LIMITED

Respondents

UNDERTAKING $

The Court notes the undertaking of the Respondents by their Counsel, without

admissions, not to:-

(a).

{b).

For a period of three months from September 27, 1585 import, market,
offer for sale, promote, advertise, sell and/or supply in the

Commomwealth of Australia:
(i) any substance containing a protease and/or

(i1} any compound within the invention claimed in the First
Respondent's European Application No. B43072653

for use as an enzymatlc cleaner for contact lenses other than the

product manufactured by the Applicants.

At any time after the expiration of the three months period referred

to in (a) above, import, market, cffer for sale, promote, advertise,

sell and/or supply:
(i) any substance containing a protease and/or

(id) any compound within the invention claimed in the First
Respondent's Eurcpean Patent Application No. 843072663
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{c)

DATED:

for use as an enzymatic cleaning for contact lenses other than the
product manufactured by the Applicants without first giving the

= F:“"
Applicants Sy dws prior writtenfnotice.ﬁlvvffs' ﬁ'
27 O ém 4 €< .
Represent that any enzymatic cleaner advertised, sold or supplied by
the Respondents for contact lenses, not being one manufactured by the

first named Applicant:
(1) is manufactured by the first named Applicant or

(11) 1s the enzymatic cleaner for contact lenses previously

advertised, sold and supplied by the Respondents.

DONNT Armnr

Counsel for the Respondents

27 September, 1985
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