Legal Issues

The transactions associated with exporting are generally more complicated than those relating to the domestic market.  Remember you are dealing with different cultures underpinned by different legal systems.  Language barriers may also cause misunderstanding.  

	Tip - When dealing in overseas markets, the business and legal systems can be significantly different. Get legal help to draw up agreements. Patents and Trademark protection is different in each country. Having a patent or copyright does not mean it is enforceable.


Some legal topics covered in this section are:
· Agent/Distributor Agreements Checklist 

· Protecting Your Intellectual Property
We welcome your suggestions on resources on this subject that you feel could be of benefit to other firms in NSW.

Agent/Distributor Agreements Checklist

DIY or Seek Legal Advice?
Final Considerations
You have decided to export through an intermediary - an agent or distributor.  Before you commit yourself be sure that you are clear about the distinction.  The terms are sometimes used interchangeably, but there are important differences.
An agent sells your products on your behalf using your name and you pay him a commission on the sales made.
A distributor buys products from you and on-sells them in his own right making a profit from the difference between what he pays you for the products and the price for which he sells them.
It costs you more to maintain stock under an agency arrangement, but you have more control over an agent than a distributor.
The following is a guide to some of the matters that may need to be considered when preparing an agent or distributor agreement.
· Parties included. 

· Territory involved. 

· Products involved - description, catalogue. 

· New products - policy for new products. 

· Period of agreement - depends on the product, usually three years with right of renewal.  A termination clause should be included - so many months' notice by either party and any time by mutual agreement. 

· Probationary period - one year with review of performance after six months. 

· Prices - refer to the price list. 

· Discounts - promotional discounts and responsibilities.  The agreement should include the principles to work on, not the detail. 

· Method and timing of payment. 

· Minimum orders. 

· Production scheduling and lead times. 

· Territory exclusivity for distributor. 

· Exporter to refer enquiries to distributor. 

· Distributor not to re-sell out of territory. 

· Restraint of trade following termination of agreement. 

· Spares and stock - distributor to hold stock/spares only, not an agent. 

· Communication costs - each party to cover their own costs. 

· Performance measures. 

· Training and technical support. 

· Samples. 

· Advertising and promotion. 

· Ownership of brand. 

· Distributor to protect trademarks, patents, etc. 

· Exchange of market information. 

· Procedures for defective goods. 

· Distributor to keep books of accounts. 

· Relationship management - contact list, official addresses, etc. 

· Confidentiality. 

· Early termination for breach of agreement. 

· Transfer of rights - distribution rights cannot be transferred without permission. 

· Country in which legal action/arbitration to take precedence. 

· Arbitration - a last resort. 

Top of Page
DIY or Seek Legal Advice?
A brief exchange of emails may constitute a contract that will prevent you from changing your mind, but is without the necessary details to ensure your products will be marketed effectively.
The issues which are not addressed may be the ones you need to protect you if your agent or distributor stocks your goods, but recommends your competitors' products stored alongside them, becomes insolvent, or uses your logo inappropriately.
An informal agreement may prove to be unclear, ambiguous or, for other reasons, misunderstood by your overseas agent or distributor.
Every territory has a different regime of local laws which may affect your agency or distributorship.  Anti-competition is a sensitive point in the European Union and the USA.  Termination is contentious in the Middle East.  There may be legal requirements for registration, signing or notarisation which will invalidate your agreement if you do not comply.
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Final Considerations
When establishing an agreement, always:
· run a credit check on the distributor and a search at the local companies' registry, if one exists; 

· obtain references if appropriate; 

· date the agreement and ensure that it is signed by a properly authorised representative on behalf of each party.  Each party should keep one signed copy; 

· get your own independent legal advice.  Do not use the agent's or distributor's agreement of their lawyer.
	Word of Caution - If you do not negotiate all the necessary details at the outset problems are bound to occur.  Assumptions will be made, expectations created and the result is likely to be confusion or misunderstanding.  More court cases are the result of misunderstanding than of malice.


Source:  Carol Flanagan, The Rocks Practice Pty Ltd;  Trade New Zealand and Western Economic Diversification Canada, Ready for Export: Building a Foundation for a Successful Export Program.
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Protecting Your Intellectual Property

Why Do You Need to Protect Your IP?
Types of IP Rights
IP and Exports-What You Need to Remember to Avoid Common Pitfalls
Useful Links
Intellectual Property (IP) represents the property of your mind or intellect.  In business terms, this also means your proprietary knowledge. (Source:  IP Australia)
Why Do You Need to Protect Your IP?
Intellectual Property is perhaps one of the most valuable business assets that your company owns.  Your intellectual property may take the form of some unique design, formula, invention, process or system.  IP often provides the leverage needed for companies to successfully stay ahead of the competition.  That makes protecting your IP essential.
Ownership of IP rights is the legal recognition you receive for your creative effort.  It gives you the right to fully exploit your IP to own, sell, license or bequeath your IP in much the same way as you can with real estate.
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Types of IP Rights
· Patents 

· Trade marks 

· Designs 

· Copyright 

· Circuit layout rights 

· Plant breeder's rights 

· Confidentiality/trade secrets 
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IP and Exports-What You Need to Remember to Avoid Common Pitfalls
Registering your IP rights in Australia does not give you automatic protection in export markets.
You need to seek IP protection in each country, although there are international agreements in place which make it easier to obtain rights in other countries.  This is a costly process, particularly when it involves the translation of applications into other languages.
Do not prematurely disclose your idea that may be worth formally protecting.
If you tell someone about your ideas before seeking appropriate protection, or sell unpatented products, your competitors can use them.  Your products will no longer be considered new so you will be unable to obtain a patent.  Nor will you be able to protect your products from being copied.
Check if your trade mark already exists in the export market.
Do a patent and literature search before you start.  Someone else may own the rights to your idea already.  It is crucial to know your potential market.  Will your idea or product satisfy the local need?  Are there adequate solutions to this need already available in that market?
Clearly define issues relating to IP ownership with your partners.
If you are developing a joint venture with your partner or modifying the design, package or trade mark of a product to suit the market, ensure that it is clear (preferably in the form of a written contract) who will be the owner of any IP generated.
To license IP in a foreign market, the IP needs to be protected in that market.
If you are seeking to license the manufacturing of your product in a number of markets, you should ensure that your IP is protected and is not in the public domain in those markets - that is, protection has been obtained and has not expired.
Check if your trade mark has undesired connotations or is likely to be rejected in that country.
Fiat, a sporty Italian auto manufacturer, found that it had to rename its "uno" when selling it in Finland.  "Uno" means "garbage" in Finnish.
There are deadlines for applying IP protection abroad.
Once you have applied for patent or design protection in Australia, you have a limited period of time to apply for protection abroad.  For example, patents:  12 months;  designs:  six months;  trade marks:  six months (though you may still apply afterwards).
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Useful Links
IP Australia, a Federal Government agency which grants rights in patents, trade marks and designs, has a collection of useful websites on IP matters.  At this website you can also search for patents, trade marks and designs.
The NSW Government's Ministry for Science and Medical Research also has a list of some useful IP-related sites in Australia.
Useful international sites include:
Canadian Patent Database
European Patent Office
UK Patent Office
US Patent and Trade Mark Office
Source:  IP Australia;  World Intellectual Property Organisation;  BioFirst NSW.
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