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CHANGE IS COMING TO AUSTRALIAN PARALLEL 
IMPORTATION LAW – WHAT DO YOU NEED TO 
KNOW?
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Trade mark holders may need to reassess their commercial and international marketing strategies as the 
proposed amendments to the parallel importation provisions of the Trade Marks Act 1995 (Cth) (Act) take a step 
closer to enactment by the Australian Parliament. 

The proposed amendments to the Act, contained in the draft Intellectual Property Laws Amendment (Productivity 
Commission response Part 1 and other measures) Bill (Draft Bill) will favour parallel importers in Australia. 

WHAT IS PARALLEL IMPORTATION? 
"Parallel importation" refers to the situation where genuine goods, marked with a registered trade mark with the 
authorisation of the rights holder outside Australia, are purchased by a third party – the "parallel importer" – who 
imports and sells them in Australia. 

The price and quality of goods can vary across different countries, depending on the marketing strategy of the 
trade mark owner. Parallel importers seek to profit from this variance by selling the parallel imports at a cheaper 
price than the locally available equivalent and this can often impact the local distributer. 

For instance, a company Green Lawns sells a lawn mower cheaper in the United States of America than in 
Australia where its sales are made by an authorised distributor. Green Lawns makes changes to its products to 
meet local standards and consumer expectations in different countries. So while Green Lawns' lawn mower is 
cheaper in the U.S., it has different electrical requirements than the lawn mower it makes available for purchase in 
Australia. Both lawn mowers bear Green Lawns' trade mark, which consumers rely on in making the purchase. 
When a parallel importer sells the U.S. lawn mower in Australia at a cheaper price than the Australian lawn 
mower without the authority of Green Lawns, the consumer may initially be drawn to the cheaper product – but 
when it doesn't meet the consumer's expectations, Green Lawns (or its Australian distributor) is blamed for the 
discrepancy and its goodwill diminishes as a result. 

WHAT ARE THE POLICY CONSIDERATIONS ON PARALLEL IMPORTS?

Parallel importation pits the policy interests of promoting competition and protecting intellectual property rights 
against each other. 
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The parallel importer competes with the registered trade mark owner and its authorised distributors to sell the 
products in Australia. This disrupts the trade mark owner's international marketing plans and prejudices their 
distribution agreements with local licensees. 

On the other hand, competition is seen as a benefit for consumers as it drives prices down and increases their 
access to goods available in other jurisdictions – although as shown in the Green Lawns example above, 
consumers may be disappointed with the product intended for another jurisdiction. 

WHAT IS THE LAW ON PARALLEL IMPORTATION?
 
Section 123 of the Act provides that a person does not infringe a registered trade mark by using it in relation to 
registered goods where that mark has been applied to goods with the registered owner's consent. 

This means that a parallel importer can rely on section 123 as a defence to infringement where the registered 
trade mark was applied to the goods by the trade mark owner at the time of manufacture. 

Trade mark owners have been able to preclude parallel importers from relying on this defence by assigning the 
registered mark to their local licensee, distributor or subsidiary. Once the mark is assigned to a new registered 
owner, goods sold in Australia by parallel importers will not have the mark applied with the registered owner's 
consent. 

These cases rely on the legal fiction that goods that have been created in one factory have effectively two levels 
of authorisation for the affixing of the trade mark. The consent of the global trade mark owner for goods sold 
outside Australia and the consent of the Australian trade mark owner for goods sold in Australia. In reality for 
many products such as clothing, there is no practical difference between the goods at all. The manufacturer of the 
goods may not even be aware that the trade mark owner in Australia is a different company. 

These types of agreements may include an option to reassign the trade mark back to the original owner, with the 
effect that the original trade mark owner maintains a level of control over the trade mark. 

In its inquiry into Australia's IP arrangements in 2015-16, the Productivity Commission considered the current 
restriction on parallel imports weighs in favour of rights holders at the expense of consumers. 

WHAT ARE THE PROPOSED CHANGES TO THE LAW ON PARALLEL 
IMPORTATION? 
The proposed changes are intended to facilitate parallel importation to the benefit of consumers by limiting the 
strategic use of such restrictions by trade mark owners. 

The proposed changes repeal section 123 and insert a new section 122A into the Act. The proposed new section 
122A comprehensively sets out the circumstances in which the parallel importation of trade marked goods does 
not infringe a registered trade mark.

Those circumstances are where: 

 the goods are similar to the trade marked goods

 the goods have been put on the market in Australia or a foreign country

http://www8.austlii.edu.au/cgi-bin/viewdoc/au/legis/cth/consol_act/tma1995121/s123.html
http://www.pc.gov.au/inquiries/completed/intellectual-property#report
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 at the time of use, it was reasonable for the person using the registered trade mark to assume the trade 
mark had been applied to or in relation to the goods by or with the consent of the registered owner or 
certain other entities (which are set out below). 

The parallel importer may assume the trade mark has been applied by or with the consent of: 

 the registered owner

 an authorised user

 a person authorised to use the trade mark by the registered owner or authorised user

 a person with significant influence over the use of the trade mark by the registered owner or authorised 
user

 an associated entity of any of the above persons. 

WHAT IS THE EFFECT OF THE PROPOSED CHANGES?

By comprehensively setting out the persons who the parallel importer can assume applied, or consented to 
applying, the trade mark to the goods, trade mark owners will no longer be able to prevent parallel importers from 
relying on the parallel importation defence through assignments and other corporate and contractual 
arrangements. 

Parallel importers will also be protected where the owner of the trade mark changes between the application of 
the mark to the goods and the use on the goods in Australia, as they may make the assumption at the time of 
their use of the trade mark. 

The changes also remove the evidentiary burden on parallel importers, as they will not have to prove that the 
registered owner actually applied the trade mark to the goods or consented to the application of the trade mark to 
the goods by another party – only that it was reasonable for parallel importer to assume as such. 

The changes apply the principle of "international exhaustion" to the effect that the trade mark owner's rights are 
exhausted once they market their goods in their home jurisdiction. 

If this change was in place, cases such as Sporte Leisure Pty Ltd & Ors v Paul's International Pty Ltd & Ors 
[2010] FCA 1162 and Lonsdale Australia Limited v Paul's Retail Pty Ltd [2012] FCA 584 would have been decided 
in favour of Paul's Warehouse. The other authorities in this area will also be effectively overruled. 

Existing arrangements made that resulted in Australian companies owning trade marks on behalf of international 
companies could also be unwound. The sole reason for such arrangements would no longer apply. 

COMMENT 

The proposed changes give effect to the Australian government's policy position that parallel imports benefit 
competition. In our view, the proposed changes are lacking in that they do not address the problem that 
consumers, relying on the trade mark, will purchase goods that will not meet their expectations. This is to the 
detriment of both consumers and the registered trade mark owner. This could be managed if a "material 
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difference" standard was imported into the proposed changes, to the effect that parallel importers could not rely 
on the proposed section 122A defence where there is a material difference between the imported goods and the 
goods put on the market in Australia. This is the approach adopted by courts in the US, which we consider strikes 
a better balance between the competing policy interests. 

WHAT HAPPENS NEXT?

Public consultation on the Draft Bill closed on 4 December 2017. IP Australia, the agency tasked with developing 
the legislation for Parliament, is due to review the issues raised through consultation after 16 March 2018, and the 
Draft Bill is intended for introduction to Parliament as soon as possible. 

FURTHER READING:
 Draft Bill

 Draft Explanatory Memorandum 

 IP Australia policy register – parallel importation of trade marked goods

 Productivity Commission Inquiry on Intellectual Property Arrangements 2015-16. 
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This publication/newsletter is for informational purposes and does not contain or convey legal advice. The 
information herein should not be used or relied upon in regard to any particular facts or circumstances without first 
consulting a lawyer. Any views expressed herein are those of the author(s) and not necessarily those of the law 
firm's clients.
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