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ACT:

HEADNOTE

JUDGVENT:
JUDGMENT
K. Ramaswany, j.

Leave granted.

W have heard | earned counsel -on both sides.

The admitted facts are that the respondents through
their agents had registered trade mark "Ral eigh" and other
trade marks (12 marks) under the |I|ndian Merchandi'se Marks
Act, 1889 (4 of 1989) and the Trade Marks Act, 1940 (5 of
1940). The Trade and Merchandise Marks Act, 1958 (43 of
1958) (for short, the 'Act) which cane into force wth
ef fect from Cctober 3, 1958 has repealed the Predecessor Act
and now the Act is in operation. The Trespondents entered
into an agreenent with Sudhir Kumar Sen on Novenber 3, 1948
to render technical knowhow to the Indian Conpany to be
formed which would manufacture bicycles .and nmarket them
under Raleigh’'s Indian Trade marks. Pursuant thereto, a
conpany called Sen Raleigh Ltd. canme into existence which
manuf actured cycles with technical assi stance by the
respondent s-Ral ei gh Industries of UK and marketed the
bi cycles with a brand nane and trade marks bel onging to the
respondents. On April 24, 1954, Sen Ral ei gh was recorded as
permtted users of the trade marks. By agreenent | dated
December 29, 1962, Sen Raleigh and the respondents agreed
that Sen Ral ei gh was registered user for further period upto
1976. Sen Ral eigh was taken over by the Governnent of India
on Septenber 8, 1975 wunder the |IDR Act and the Governnent
took over the managenent of Sen Raleigh |td. The agreenent
dat ed Decenber 29, 1962 was nodified and the respondents
were given option to termnate the agreenent. An agreenent
dated Decenber 20, 1976 was entered into between the
appel l ant, as registered user and the respondent in respect
of 12 trade marks for a period of 5 years. On March 28,
1978, joint application by Sen Raleigh and the appellant
duly signed by the respondent as proprietor and Sen Ral ei gh
Ltd. as registered user cane to be made before the Registrar
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of Trade Marks. On Cctober 24, 1980, Sen Raleigh was
nati onali sed and got vested in the appell ant-Corporation by
publication of the notification wunder IDR Act. On March 5,
1982, the respondent wote a letter to the appellant that in
the absence of a new agreenment they were instructing their
advocate to prevent the appellant by restraint proceedi ngs
to use the trade mark effective fromApril 1, 1982

On March 24, 1982, the appellant nade an application
under Sections 32, 46 and 56 of the Act against the
respondents in the High Court of Calcutta in Suit No.266/92
pl eading, inter alia, that the respondents had failed to
provi de technical assistance by passing the technical know
how to Sen Raleigh after Novenber 1, 1976. Neither the
appel  ant nor Sen Ral ei gh were regi stered users of the trade
mark after Novenmber 1, 1976 under Section 48(2) of the Act
upto the date of one nonth before filing that rectification
application. A continuous pericod of 5 vyears or |onger had
passed and the trade mark had not been bona fide used by the
respondent. Having regard to the extended nature of non-user
of the concerned trade nark after  Novenber 1, 1976, any
further use of the said trade narks by the respondents was
likely to deceive and cause confusion to the trade and
public alike in India etc: Sinultaneously, an application
for registration of three trade marks " An their favour was
filed by the appellant on March 25, 1982. By proceedings
dated June 13, 1984, the Registrar of Trade Marks i nforned
the appellant that the registered user’s applications were
abandoned since the appellant failed to conply wth the
statutory requirenents. The learned single Judge disn ssed
the application by his  judgnent dated Septenber 13, 1990
holding, inter alia, that —any proprietor nentioned in
Section 46(1)(b) of the Act extends to bona fide user other
than registered users. Special circunstances as a defense
were available to the respondent for non-user; even after
1979, the supply-technical knowhow by the respondent was
not totally absent. After termnation of the collaboration
and user agreenent between the appellant and the respondents
it was likely to cause confusion and decepti on anpngst the
trade and public. The conduct of the respondents was not
violative of Section 32(b) and (c). The Court in those
circunmstances declined to rectify the trade mark and strike
it off fromthe register of trade marks. —On appeal, the
Di vi sion Bench in Appeal No.13/91 confirned the same hol di ng
that on and from OCctober 25, 1980, the respondent had
allowed and pernitted the appellant to manufacture bicycles
etc. according its specifications and to pass off the goods
under their trade marks. Though the collaboration and
regi stered user agreenents stood expired from Cctober 31
1981, no agreenent canme to be executes nor continued to use
the specifications on technical knowhow. There is no
specific bar for an unregistered lincesee to use registered
trade mark so long as there is a connection in the course of
trade between the licenser and the |incesee. The appel | ant
was unable to prove that there had been no such user of the
trade mark for a continuous period of 61 nonths or |onger
and the lack of bona fide intention The expression "by any
regi stered proprietors in Section 46(1)(b) should not be
restricted to user by proprietor or registered user who
should also include bona fide or authorised users The
legislature did not intend to register proprietor to be
deprived of their property at the instance of user whose use
is unregistered. The expression, therefore, should not be
restricted to user by the proprietor hinself or any
regi stered user but should also take into account bona fide
aut horised user. Non registration of the user agreenent by
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Sen Ral eigh and the appellant was due to the default of the
latter. The appellant had not taken any steps to w thdraw
regi stered user applications and as such should not be
permitted to take such a contradictory stand of applying for
rectification at the same time. The power under Section 46
is discretionary. In view of the appellant’s conduct, it was
taki ng advant age of its own wrong. The discretion
therefore, was not to be extended in favour of the
appel l ant. Thus, this appeal by special |eave.

Shri Raju Ranthandran, |earned senior counsel for the
appel l ant, raised three-fold contentions. It is his pivota
contention that undisputedly when the respondent was not in
urge of trade mark as "a registered proprietor” or its agent
Sen Raleigh as Permitted wuser" for a period of 5 years
i medi ately preceding the date of the application under
Section 46 for removal of the trade mark fromthe Register,
there was no bona fide user +thereof in relation to those
goods by the proprietor hinmself. The respondents admttedly
did not wuse the sane. The appellant cannot be said to be
either the proprietor of the trade nmark since 1976, since
the agreenment | apsed or permtted user-. The Hi gh Court
therefore was wong in holding that 5 years’ period had not
| apsed. The harnoni ous construction should be put up in such
a way that Section 48(2) and Section 466 by of the Act could
be permitted to have their- full play in their operationa
structure. The construction put up by the Hgh Court renders
sub-section (2) of Section 48 otiose -or surplusage which
interpretation is ‘inpermssible. It “is contended that the
regi stered user rmust be understood to be the user by the
proprietor or authorised user registered under Section 48.
The period of 5 years should be conputed fromthat date of
expiry of registered user. The Division Bench,therefore, was
wong in its conclusion that the appellant has failed to
establish it. On the other hand, it is for the respondent to
prove the sane. He further _contended that the specia
ci rcunst ances enunerated in sub-section (3) of Section 46
nmust be such that the respondents had intended to use the
regi stered trade nark. For over a |ong period, ‘the trade
mark was not used by the respondents as its  registered
proprietor. The respondents did not prove that they were
prevented to use the same for 5 years or nore precedi ng the
date of the application. The burden is on tile respondents
to prove that non-user was due to special circunstance of
the trade and not due to sone other cause which would have
operated whet her special circunstances had arisen or not
Since the respondents were not using the trade mark since
April 20, 1954, the plea of special circunmstances is not
available to the respondents. The Division Bench or. the
| earned single Judge did not record any finding as to the
period upto which the bicycles could be inported into/lndia
and the period during which the ban was inposed but for
whi ch the respondent had an intention to inport bicycles but
were prevented to do so due to the ban. In the absence of
such a findings the High Court was wong in law in refusing
torectify the trade mark and striking it off the register.
The Court while exercising its discretion under Section 46
shoul d | ook into not only commercial interest of the parties
but also public interest. In normal circunstances, when it
is established that the trade mark was not used either by
the registered proprietor or the permtted user, the public
interest of supply of the quality of the goods marketed by
the appell ant should be taken into factual consideration for
renmoval of the trade mark fromthe register.

Shri  Ashok Desai , | ear ned seni or counsel for
respondents, resisted the contentions. According to the
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| earned counsel, t he respondent s have col | aborati on
agreement with Sen Raleigh which was taken over by the
CGovernment  under | DR Act and the appellant canme to

manuf acture, with the technical know how supplied by the

respondents, the Raleigh bicycles wunder the trade

mar k

registered by the respondents in the register of the

Regi strar under the Act. The appellant was using the s
an agent. The operation of Section 48(2) nust be con

ame as
strued

in such a way that the bona fide wuser even by a non-
regi stered user, so long as there exist a rationa
connection between the proprietor of the trade nark and

passes off the goods in the narket manufactured by the

appellant, is construed to be a bona fide user for

behal f of t he regi stered proprietor, nanel vy,
respondents. Admitted position is that the respondent
the registered proprietor, until it is proved that its

mark was not used to pass off the goods manufactured
appel l ant ~and that the appellant had discontinued th
and 5 years | apsed thereafter, the non-use of the trad

and on
t he
bei ng
trade
by the
e user
e mark

continues thereafter, the rectification application under
Section 46 (1)Y(b) would be ordered. In view of the
prohibition to inport bicycles, the respondent was prevented
to use the trade mark but by coll aboration agreenent, it was
continuing to use the trade mark by the permtted user. The
special circunstance is that the appellant filed an
application for regi stration under section 48(1) and
continued it till it was abandoned. It would also be
considered as a special circunstance for non user. The
di scretion exercised by the Court nust be judged in the
light of the facts and circunmstances, The appellant having
used the trade nmark, it does not lie in the nouth of the

appellant to contend that he is not a permtted user or a

bona fide user of the trade nmark

In view of the diverse contentions, the qu
arises: whether the High Court-was right in refus
rectify and strike off the trade nmarks of the respo
fromthe register of trade marks? Section 46(1)(b) re
under :

"46. Renpval from register and
i mposition of limtations on ground
of non-use. - (1)) Subject to the
provi si ons of section 47, a

regi stered trade nark may be taken

off the register in respect of any

of the goods in respect of which it

is registered on application nade

in the prescribed manner to a Hi gh

Court or to the Registrar by any

person aggrieved on the ground

ei ther -

(a) XXX XXX XXX XXX

(b) that wup to a date of one nonth

before the date of the application,

a continuous period of five years

or longer had el apsed during which

the trade nmark was registered and

during which there was no bona fide

use thereof in relation to those

goods by any proprietor thereof for

the tinme being."

Sub-section (3) envisages that "an application
not be entitled to rely for the purpose of clause
sub-section (1) or for purpose of sub-section (2)
non-use of a trade mark which is shown to have been
special circunmstances in the trade and not to any int

estion
ng to
ndent s
ads as

shal

(b) of
on any
due to
ention
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to abandon or not to use the trade mark in relation to the
goods to which the application relates". Section 48 provides
for registered users which reads thus:

"48. Registered users. - (1)

Subject to t he provi si ons of

section 49, a person other than the

regi stered proprietor of a trade

mark may be registered as the

regi stered user thereof in respect

of any or all of the goods in

respect of which the trade mark is

regi stered otherw se than as a

def ensive trade mark; but t he

Central CGovernment nmay, by rules

made in this behalf, provide that

no application for registration as

such shall be entertained unless

the agreement between the parties

conplies with “the conditions laid

down in the rules for ~ preventing

trafficking in trade marks.

(2) permitted use of atrade mark

shall be deemedto be use by the

proprietor thereof. ~and shall be

used by a person the proprietor.

for the purpose of section 46 or

for any other purpose for which

such use is '‘material under “this

Act or any other | aw

it would, thus. be apparent that subject to section 46,
for a registered trade mark up to date within one nonth
before the date of nmking application for rectification for
a continuous period of 5 years or |longer if registered trade
mark had not been use during that period, there was no bona
fide user in relation to those goods by the proprietor
thereof for the tinme being. The trade mark shoul d be taken
off and struck out formthe register of trade marks in
respect of any goods in respect of which the trade mark is
regi stered . Sub-section (3) enabl es the registered
proprietor to show special circunstances for the non use of
the trade mark due to which circunmstances in the trade, he
could not wuse the trade mark for the above period and not
with any intention to abandon the use of trade mark or not
to use the trade mark in relation to good to which the
application for rectification relates. Sub-section (2) of
Section 48 give defence to "pernmitted user"” inrelation to a
regi stered trade mark. It neans the use of the trade mark by
a registered user of the trade mark in relation to good with
which he is connected in the course of trade and in respect
of which the trade mark renmains registered for the tine
being and for which he is registered as a registered user
and which conplies with any conditions or restrictions to
which the registration of the trade marks is subjected to.
Section 48 (1) envisages that subject to the provisions of
Section 49, a person other than the regi stered proprietor of
atrade mark may be registered as a "registered user"
thereof in respect of any or all of the goods in respect of
which the trade mark is registered otherwise than as
defensive trade mark. The permtted use of trade mark shal
be deemed to be used by the proprietor thereof and shall be
deened no to be wused by a person other than the proprietor
for the purpose of Section 46 or for any other purpose for
which such wuse is material under the Act or any other |aw.
The Central Covernment is enpowered to prevent trafficking
in trade mark.
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It would, therefore, be <clear that a pernitted use of
the trade nark should be done wunder sub-section (1) of
Section 48. It Should be either by the regi stered proprietor
of the trade mark or a person other than the registered
proprietor registered under Section 48(1) to use the trade
mark by operation of sub-section (2). An un-registered
person under Section 48(1) or a person who did not register
under Section (1) of Section 48 shall not be deened to be a
regi stered user for the purpose of Section 46 or any ot her
I aw.

The High Court recorded a finding and it 1is not
di sputed across the bar, that the appellant had entered into
an agreenent with Sen Ralei gh which was a permtted user and
used the trade mark till Novermber 1, 1976 and thereafter by
regi stered user agreenent dated Decenber 20, 1976 used trade
mark for a period of 5 years. It is not in dispute that till
date of filing of =~ the application, the appellant used the
trade mark in passing off the bicycles under the trade mark
of the! respondent. The question, therefore, is: whether the
appel | ant'. nust be deened to be bona fide user of the trade
mark, though there was no agreenent nor was it registered as
permtted user under Section 48(1)? on admtted position and
inthe facts and circunstances, we are of the view that the
appel | ant was a ago user of the trade mark of the respondent
in passing off the bicycles under the trade mark of the
respondent who, admittedly, is a registered proprietor. It
is true, as held by this Court, that to get a trade mark
regi stered without = any intention touse it in relationto
any goods but nerely to make nmoney out of it by selling it
to others, the right to use it as a comobdity would be
trafficking in that trade mark. It requires to be prevented
and prohibited. The Court would not |end assistance to such
regi stered proprietors of the trade nmark. There nust be rea
trade connection between the proprietor of the trade and
i censee of the goods and the “intention to use the trade
mark  rmust exist at the date of the application for
registration of trade mark and( such intention /nust be
genuine and bona fide and continue to subsist in order to
di sprove the <charge of traffickingin trade mark. It is a
guestion of fact in every case. The question is: whether the
trade connection exists to dispel the charge of trafficking
inthe trade mark? This question was considered by this
Court in Ameri can Hone Products Corporation vs. Mac
Laboratories Pvt Ltd & Anr [(1986) 1 SCC 465 in paragraphs
38 and 39] and they need no reiteration

It is seen that preceding the nationalization of the
Cycl e manufacturing i ndustry under the IDR" Act, the
respondent had a collaboration agreenment with | Sen Raliegh
who was a registered user under Section 48. Fromhim the
appel l ant cane to succeed by statutory operation. It was,
therefore, not a case of getting the trade nark registered
under the Predecessor Act and continuing under the Act for
trafficking of the trade mark. It is true that under Section
43(1) either the registered proprietor or a permtted person
is required to register as permtted user. The benefit of
Section 46 would be available during the period for which
the agreenent registered and wuser continued in furtherance
thereof. It appears that even an unregistered |licensee, so
long as there is wunbroken Connection in the course of the
trade between the licensor and the passing off |lincesee’s
goods under the trade nark, there would be sufficient
connection in the course of the trade between the proprietor
and bona fide user of the trade nmark by unregistered user
It rmust, therefore, be held that though the deened
presunpti on under sub-section (2) of Section 48 is referable
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to the permitted user or the registered user and it does not
extend to wunregistered permitted user, the Connecting |ink
of passing off the goods between the licensor’'s trade nmark
and the 1lincesee should bona fide be with the perm ssion or
Consent which may be express or inplied by |ong course of
dealings. It would connect the registered proprietor and the
user of the trade mark by the unregistered |incesee. The
appel | ant nmust be presuned by course of conduct that he is a
bona fide user for the purpose of Section 46(1)(b).

In KR Beri & Co. vs. The Metal Godds Mg. Co Pvt Ltd.

and Anr [AIR 1980 Del hi 299], the Division Bench construed

Section 48(2) and held that an wunregistered user of the
trade mark even Wth the consent of the proprietor cannot be
construed to be a registered user under Section 48(1) and
such construction renders sub-section (2) of Section 48
surplusage or otios, which is inpermissible by statutory
construction. W _have given anxious consideration to the
reasoning therein. On-strict interpretation, the view of the
Di vi sion Bench® may be correct but it is not correct to hold
that by ‘a bona fide user of an unregistered user when
connecti on between the proprietor of the trade mark and the
permtted user in relation to passing off the goods under
the trade mark are proved, it does not render sub-section
(2) of Section 48 surplusage or otios.

It is true that “the burden flies on the registered
proprietor of the trade nark to establish the exceptions
provi ded under Section 46(3). Equally, the  applicant for
rectification also 'prima facie shows non-user for the
rel evant period. Then the burden shifts to the proprietor of
the trade mark to affirmatively prove t he speci a
Crcunstances for non-user of  trade mark. It nust be shown
that the non-use of the trade nmark is due to specia
circunstances of the trade and not due to sone other Cause
whi ch woul d have operated, whether the special Circunstances
had arisen off not. Al though the special circunstances of
trade taken by thenselves would have prevented the use of
the trade mark. If the non-user was, in fact, due to some
ot her circunstances and would ‘have occured whether the
circunstances had followed or not, subsection (3) would not
apply. It must, therefore, be duty of the registered
proprietor to show What non-user was  strictly due to the
speci al circunstances of trade and not of any intention on
the part of the registered proprietor not to use the trade
mark during the relevant period.

Though there was a ban on inpart of the Raleigh cycles
manuf actured outside India and passed - off under the
regi stered mark of the respondents as a registered
proprietor, the circunstances do not attracted sub-section
(3) of Section 46 to relieve the respondents to establish
non-user, but on the facts of this case, we have the
admtted position that Sen Raleigh, admttedly, was a
regi stered user through which the appellant had bona fide
used the registered trade mark of the regi stered proprietor
There is no discontinuance or non-use of the trade mark by
the respondent to establish the special circunstances in
this case. It is also not necessary to go into the question
whet her the application filed by the appellant under Section
48(1) and its pendency would be a special circunmstance in
favour of the respondent. Suffice it to hold that sub-
section (3) of Section 46 is not attracted to the facts in
thi s case.

The question then is: whether the discretion has been
properly exercised by both the Division Bench as well the
single Judge in refusing to take off the trade mark fromthe
regi ster by striking off trade mark fromthe register of the
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Regi strar of Trade Marks?

It is true that while exercising discretion, the Court
under Section 46 of the Act should take into consideration
not only comercial interest of the parties but also public
interest: In para 21.82 at page 386 of the law of Trade
Marks and passing-off by P. Narayanan (4th Ed.), it is
stated that the Court or the Registrar has discretion in
granting or refusing an application for rectification
Odinarily, however, the mark wll be expunged (taken off)
when the factual circunstances necessary for the renoval are
established unless it is shown that the case comes within
the exceptions provided in the sub-section (3). The High
Court refused to exercise the discretion to strike off the
trade mark fromthe register. It is seen that the appellant
had not abandoned, at ~any point of tinme, the use of the
trade mark of the respondent-registered proprietor till
filing of the application. Though the appellant has not used
the trade mark by itself since 1954 and after the expiry of
the permtted use by Sen Raleigh until the notice was issued
by the respondent directing the appellant not to use the
trade mark, the appellant came to —~use the same in passing
off bicycles manufactured by it under trade mark of the
respondent. It is not relevant for the purpose of Section
46(1) (b) whether the bicycles were manufactured wth the
assi stance of technical know how passed on by Sen Ral ei gh or
the permtted wuser. Suffice it to state that the appell ant,
as a fact, had wused the trade mark~ of the respondent in
passi ng off the bicycles manufactured by it. The H gh Court,
in our view, declined, for good reasons, to rectify the
trade mark under Section Act b) of the Act. W are al so not
persuaded to take a different view fromthat —of the High
Court. In these circunstances, we are of the view that the
H gh Court has properly exercised its discretion and refused
to rectify and strike off the trade nmark, fromthe register
of trade marks of the Registrar.

The appeal is accordingly -dismssed but, 'in the
ci rcunst ances, wi thout costs.




