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SINGAPORE COURT OF APPEAL UPHOLDS CLAIM IN
RESPECT OF SOFTWARE PATENT

First Currency Choice Pte Ltd v Main-Line Corporate Holdings Limited
and Another Appeal [2007] SGCA 50

Executive Summary

In this recent case, the Singapore Court of Appeal applied well-established
propositions of patent law to a patent infringement claim relating to a software
patent. The Court of Appeal also commented on the application of the plea of
innocent infringement provided by section 69(1) of the Patents Act (Cap.
221)(the “Patents Act”).

Background

Main-Line Corporate Holdings Limited (the “Respondent”) owned a patent
that covered a system of determining the operating currency of a payment
card at the point of sale between the merchant and the cardholder by
automatically extracting the "identifier code" from the payment card number
and comparing the identifier code with the Bank Reference Table so as to
ascertain the relevant currency (the “Patent”). The Patent was granted in
Singapore on 30 June 2003, with its priority date being 12 July 1999. The
Respondent also holds a similar patent in Europe which was granted by the
European Patent Office on 5 December 2001 (the “European Patent”).

Claim 1 of the Patent is an independent claim for a method of automatically
determining a preferred currency in a card transaction. It claims to be:

“A data processing method for determining a preferred
currency for association with [a] charge, debit or credit card
transaction between a merchant and a charge, debit or credit
cardholder comprising the steps of [:]

obtaining the card number of the card from the cardholder,
characterised [sic] in that the method further comprises the

steps of [:]
MAIN OFFICE identifying an identifier code from [the] said card number[;]
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The essential elements or integers of claim 1 of the Patent are therefore:

(@) identifying an identifier code from the card number;

(b) determining the operating currency for the identifier code;

(c) by comparing the identifier code with entries in a table (the Bank Reference Table), wherein
each entry in the table contains an issuer code or range of issuer codes and a corresponding
currency code; and

(d) once the card currency is identified, the transaction can then be set to that currency as its
operating currency.

Between July 1999 and June 2000, a major local bank (the “Bank”) entered into negotiations with
the Respondent for a licence to use the invention in the Patent (the “Invention”). However, these
negotiations were unfruitful.

On 11 October 2001, the Bank entered into an agreement with First Currency Choice Pte Ltd
(“FCC"), under which the latter would offer the then newly-available First Currency Choice System
(the “FCC System”) for use at various merchant outlets linked with the Bank.

On 10 May 2002, the Respondent informed the Bank through an e-mail that the European Patent
had been granted and that corresponding patent applications were pending in over 60 countries,
including Singapore.

The Respondent subsequently brought an action against the Bank and FCC (collectively referred to
as the “Appellants”). The Respondent claimed that the Appellants had infringed the Patent by
offering for use in Singapore since December 2001 the FCC System, a card currency recognition
system said to perform the same function as the Respondent's Invention.

Issues Raised in the High Court

Before the High Court, the Appellants contended that the Patent failed for lack of novelty and
submitted various alleged prior users and prior art. They also argued that the Patent was invalid
because it did not involve an inventive step and the patent specification did not sufficiently disclose
the Invention for it to be performed by a skilled person.

Decision of the High Court
The High Court held that the Appellants' evidence was insufficient to qualify them as prior users of
the Invention or to establish existence of prior art. Accordingly, the High Court held that the

Invention was novel.

On the issue of inventiveness, the court held that at the material time, no other party had introduced
an automatic system to implement the process of deciphering a payment card’s operating currency.

As to the issue of sufficiency of product specification, the High Court held that the terms “identifier
code”, “issuer code” and “identified issuer code” were elaborated on in the Patent. Further, a notional
skilled person “would have no difficulty performing the Invention after having studied the
specifications in the Patent”.
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The High Court found that the Patent was valid and that the Appellants had infringed the Patent. It
was immaterial that the FCC System performed automatic currency identification in a slightly
different sequence from that in the Patent or had some additional feature which was not in the
Patent; what mattered was that the FCC System did perform the same function using the integers of
the claims in the Patent and the variation or addition did not alter the essence.

The High Court accordingly found in favour of the Respondent and granted an injunction against
further infringement of the Patent.

Plea of “innocent Infringement”

The High Court noted that an infringer would have to prove absence of knowledge, and absence of
reasonable grounds for supposing, that the patent existed in order to succeed in a plea of “innocent
infringement” under section 69 of the Patents Act.

As the Bank had knowledge of the Patent (or at least reasonable grounds for supposing that it
existed) by virtue of the Respondent’s e-mail of 10 May 2002 notifying it of the European Patent and
the pending Singapore patent application, any “innocent infringement” ended by that date.

The High Court held that, in an appropriate situation, a grace period could be granted for an innocent
infringing party to bring its infringing activities to a stop after it became aware of a relevant patent.
However, the present case did not warrant such equitable intervention because there was no
evidence to indicate that the Bank took steps to stop using the FCC System after it received the 10
May 2002 e-mail.

Accordingly, the Bank’s liability for damages commenced as of 10 May 2002.

Issues Raised in the Court of Appeal

The Appellants appealed against the High Court’s decision. Their three main grounds of appeal were
whether the Patent involved an inventive step, whether the patent specification sufficiently disclosed
the Invention, and whether the Appellants had infringed the Patent.

Decision of the Court of Appeal

Applying settled principles of patent law to the facts of the case, the Court of Appeal upheld the High
Court judge's decision on the abovementioned three issues and dismissed the appeal.

Plea of “innocent Infringement”
Although the Appellants had not challenged the High Court’s finding on the plea of innocent

infringement, the Court of Appeal addressed some concerns which had arisen in connection with this
issue.

The Court of Appeal acknowledged that there is “some disinclination on the part of the courts to
award damages for acts of infringement committed during a period of ‘innocence’ ... the statutory
test [in section 69 of the Patents Act] for determining whether an infringer was aware or should have
had reasonable grounds for supposing that the patent in dispute existed is an objective one”. The
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court also noted that the English courts look at whether the infringing party made “the necessary
investigation which a prudent man of business in the same circumstances would have made”.

The Court of Appeal further observed that “the publication of a patent application is significant
because it can serve as a form of notice (either actual or constructive) to the infringer, thereby
modifying the protection afforded by the plea of innocent infringement”.

As the Bank is not in the line of software business, and there was no evidence adduced at trial as to
whether the Bank should reasonably have known that the Singapore patent application was pending,
the Court of Appeal took the view that it would be unreasonable to hold that the mere publication of
the Singapore patent application should be deemed to have put the Bank on notice of potential
patent infringement. However, the court emphasised that the plea of innocent infringement is not
available to an infringer who has been informed of the existence of the patent application.

On the facts, the Bank was notified of the European Patent and the pending Singapore patent
application on 10 May 2002. Therefore, the Bank could only successfully plead “innocent
infringement” up to 10 May 2002, the date when it first received such notice.

Comments

This decision is notable on two fronts. It is the first reported Singapore Court of Appeal decision on
whether claims for a software patent will be upheld. By affirming the High Court’s decision, the
Court of Appeal has clearly signalled that such claims can, and will, in an appropriate case, be
upheld in Singapore.

The second notable point is that, where innocent infringement is concerned, knowledge of the patent
is not automatically imputed to the infringer merely by publication by relevant authorities, such as the
Intellectual Property Office of Singapore or the World Intellectual Property Organization (in the case
of Patent Cooperation Treaty applications). Whether such knowledge can be imputed depends on
the facts of the case. A relevant factor is whether the infringer is in the same industry as the
patentee (eg., in the present case, the software industry). Actual notice by way of an email, for
example, would constitute sufficient notice to defeat a plea of innocent infringement.

If you would like more information about this legislation or wish to discuss how it may potentially
affect you or your business, please feel free to contact the intellectual property lawyers in Drew &
Napier LLC (please refer to the Directors’ Profiles on our website), or either of the following lawyers:

Morris John Gerald Koh

Managing Director (Intellectual Property ) Director (Intellectual Property)
T: +65 6531 2503 T: +65 6531 2559

E: mj@drewnapier.com E: gerald.koh@drewnapier.com

The contents of this update are only intended to provide general information on the subject covered. Nothing in this publication
should be treated as specific professional legal advice concerning any particular business, operational or other situations with
which you might be faced. Drew & Napier LLC accepts no liability for, and does not guarantee the accuracy of, the information
contained in this publication, and does not accept any liability for any loss or damage arising from any reliance thereon.
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