5as

CASE NO 580/91

IN THE SUPREME COURT OF  SOUTH AFRICA
(APPELLATE _DIVISION)

In the appeal of:

FRANK & HIRSCH (FROPRIETARY) LIMITED...... APPELLANT .

- versus

A ROOPANAND BROTHERS (PROPRIETARY)
LIHIm ® F & & & & 8 F & F 8 8 A 8 & F A b AR & NS A RS SR E R RESPONDWT

CORAM: CORBETT CJ, BOTHA, GOLDSTONE, JJA, NICHOLAS
.© et HARMS, AJJA.

DATE OF HEARING: 3 May 1993

DATE OF JUDGMENT: 2 June 1993

JUDGMENT

CORBETT CJ /evvuvvrnn/



CORBETT CJ:

This case 1s. concerned with what has become

known as "parallel importation" and it represents an

attempt to 'prevent this by means of the law of copyright.

-In_the Court a quo, the Durban and Coast Local Division,

the attempt failed. The appeal to. this Court seeks the
reversal of the decision of that Court, which has been

r_eported (see Frahk & Hirsch (Pty) Ltd v A Roopanand

Brothers (Pty) Ltd 1991 (3) SA 240 (D &fCLD)..

The appellant, a South .:A_frican c;oxl;pany with its
principal place of business in Johannesburg, trades as an
importer and distributor of, inter alia, blank audio and
video cassette tapes. Since 1974 api:ella;lt has acted as
the sole and exclﬁs:'u're importer and‘distributor of blank
TDK audio recording tapes ("'TDK tapes”) in terms of a

distributorship agreement entered into between appellant

and the manufacturer of TDK tapes, TDK Electronics Co Ltd
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of Japan ("“TDK Elecfronics"), and the exporter of these
tapes, Furukama Trading Company Limited, of Japaﬂ.
Included in this .agreement (which I shall call '"the
' distributorship agreement") are clauses in terms of which
(i) TDK Electronics grants appellant the right to be thé
exclusive distributor .of‘ TDK tapes in Fhe Republic of
South Africa and in certain 0’1'..her Southern African states
.(referred to as the "Terriﬁory") and (ii) appellant un-
dertakes not;to sell sound recording tapes or similar
products of "other.parties" in theLTerr;tory.

At the time of tﬁe proceedi.ngs in the Court
below the distributorship agreement was still in opera-
tion. It is common cause that TDK tapes are amongst the
most famous and popular makes of biaﬁk audio cassette
tapes in thé. world. Since 15?4 appellant .has esta-
blished throughout South‘. Africa a network of dealers to
whom it supplies TﬁK tapes; and these tapes are stocked

by many retail outlets in South Africa. They are one of



the best selling brands of blahk audio cassette tapes in
South Africa. Appellant spends considerable sums of

money each year on advertising and otherwise promoting
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the sale of TDK tapes and thereby establishing and main-_

taining the jpre—eminenpe of these .goods  in the South
African market. The importation énd distribution of TDK
tapes g;s become one of the;major areas of appellant's
business.

The respondeng'is also a South African company
‘and it has its principal pléce of businessrin purban.
Its‘t:ading activities comprehend thélimportatidn into
and sale in South Africa of blank audio cassette tapes,
including TDK tapes. It appears from the answering affi-
davit filed on behalf of respondent in the Court a quo
tha; respondent obtains its supplies of fDK tapes from
Dialdas and Co of Singapore, which-in turn acquires them

. from Hock Cheong and Co, also of Singapore and the auth-

orized dealer appointed by TDK Electronics in Singapore.




TDK Electronics supplies these goods to Hock Cheong and
Co without any restrictions on re-sale; and Hock Cheong
and Co's supply of the goods to Dialdas and Co and the
latter's supply of the goods'to responden£ are similarly
free of restriction. It appears that it would be unlaw-
ful in terms of Japanese ;aq for TDK Electronics to_im—
pose‘contractual restricti;;s;on'the re-sale of TDK tapes
supplied by it to its distributors.

The appellant hgs for some yeqfs been very
concerned about the trading activities in South Africa of
respondent in regard to the importation and sale of TDK
tapes, which it terms "parallel importation". It avers
that a parallel importer is in the nature of a "parasite®
in that he imports goods for which a ieady demand has
a_lready been established by the regular ﬁnd authorized

distributor. The "parasite" slur is, neediess to say,

strenuously denied by respondent.
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In 1986 and after a running dispute for some
years appellapt instituted an éction against respondent
in the Durban and Coast Local Division, claiming that
respondent's activities constituted the infringement of
" the mark “TDK" and a certain device mark (which appears
to represent a diamon§ with its different facets - “the
diamond device") on the cassétte tap;s, which were both -
registefed trade marks; or alternatiQely that such
activities ampuntéd to the contravgntioﬁ of certain
provisions of the Merchandise Ma;#s Act 17 of 1941. The

action was heard by Page J, who dismissed it with costs

(see Frank & Hirsch (Pty) Ltd v Roopanand Brothers 19587

(3) SA 165 (D & CLD).

Thereafter appellant and © TDK Electronics
considered other ways and means of preventing the parél—?
lel importation of TDK tapes by the respondent. It was

eventﬁally decided that in order to give effect to the




exclusivity of the distributorship agreement TDK Elec-
tronics would assign to appellant all its copyright  in
the literary and/or artistic works comprised in the get-
up and trade dress of TDK tapes. This was done by means
of a written deed of assignment of copyright entered into
between the parties in Japan on 4 June 1987. The pre-
amble to the deed recorded that TDK Electronics was the
owner in South Africa of coﬁyright in -
Y. certain original artistic and
literary works within the meaning of the
Copyright Act of the Republic of South
Africa No. 98 of 1978 in the nature of
packaging, inserts, covers and the 1like
for aundio cassette and video cassette
tapes, true copies of which works are
annexed hereto marked ‘Al - A27' "

and that it might become the owner of the South African

copyright in -



"further . artistic and literary works of

this nature to be made in the future."
(Annexures Al - A27 consist of a series of colour photo-
graphs depicting the different aspects of a number of
different TDK audio and video tapes-and showing not only

the outward get-up, but also what are termed the

"inserts"”.) In the preamble- all this was named "“the

copyfighted works", The deed further provided that TDK

Electronics assigned and transferred to appellant -

‘" ... the full and complete South African
copyright and ali its right, title and
interest in and to the copyrighted works
for the full duration of the term there-

of."

Shortly thereafter, on 16 July 1987, appel-
lant's attorneys wrote a letter to respondent setting out

the full facts of the matter, including those relating to
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their exclusive-distributqrship, the nature of the pack-
aging of the TDK tapes, their claim that the written and
pictorial material included on such packaging constituted
literary and/or artistic works in terms of the Copyright
Act 98 of .19?8 .("the Act") and the assignment to appél-
lant of the South African copyr;ght in such material by
the owner thereof, TDK Eledtrénics, for the full duration
of the term thereof, and éxpla:ilﬁing in detail why tﬂe
activities @f respondent in importing and trading in TDK
tapes gonstituted an infringemeﬁt of-appellant'g copy-
‘ right. The - letter furtlﬁ_ar demandéd that respondent
refrain from' con;inuing to do so0, on pain of legal
action.

Respondent's reply was ﬁon-committal and, it
appears, i£ continued to -tradg as before. On 15
December 1987 appellgnt's attorneys again wrote to
respondent sayiné that they had received confirmation

that respondent had sold in South Africa a TDK tape






