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Third Party Service & Maintenance

Preface
This booklet has arisen out of a real life problem posed to us by one of our clients. He
wanted to set up a unit to undertake repairing of large electrical machines of a particular
brand, but was afraid of the brand owner going after him using expensive senior advocates.
When we started studying the matter, we realized that he was not the only one troubled by
such doubts. We were also struck by the total absence of Indian case-law on the subject.
Surely, in the absence of case-law, most Indian lawyers are unable to advise.
Ignorance leads to fear and when there is fear no entrepreneur can move forward. In
essence, without any legal clarity dynamic Indian entrepreneurs are unable to move forward
in the field of third party servicing of machines.
We, Anil Chawla Associates LLP, are convinced that third party servicing of plant, machinery
and capital equipment is a global opportunity for Indian entrepreneurs. We are troubled by
the fact that the opportunity is not being exploited well due to legal ignorance and confusion.
As a law firm, we are committed to adding value to business and to help Indian business go
global. This booklet is intended to help Indian entrepreneurs understand the legal position
across the globe in relation to third party servicing and also to allay their fears in this regard.
While the booklet is intended for entrepreneurs, the booklet is largely academic and may
appear as heavy to some. We really could not avoid giving references to international caselaws without losing credibility.
Our advice to all entrepreneurs is to read only Chapter A (Problem & Approach) and
then move directly to Chapter G (Conclusions). Chapters B to F are for persons with
some exposure to law.
We hope that this booklet will help you either in growing your business of servicing machines
or by helping you get your machines serviced from the party of your choice and
convenience.

Anil Chawla,
Engineer, Advocate & Insolvency Professional
Senior Partner, Anil Chawla Law Associates LLP
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A.

Problem & Approach

A machine was sold by a manufacturer (say ABC) to PQR. The machine was
covered by various intellectual property rights (IPRs) of ABC including patents,
design protection and copyright. The machine was under warranty for two years.
After two years, ABC approached PQR for annual maintenance contract (AMC).
PQR found the terms for the AMC exorbitant. ABC refused to reduce the price of
AMC. PQR decided to get maintenance and servicing of the machine from XYZ, a
third party with no relation to ABC. At this, ABC cried foul and threatened to sue
PQR as well as XYZ for intellectual property rights violations. ABC also cited in its
support the Standard Terms and Conditions (which were accepted by PQR) wherein
it was clearly stated that the machine would be serviced and maintained by ABC
throughout the life of the machine.
The key issues are as follows:
1.

Has PQR violated the intellectual property rights of ABC by getting the
machine serviced from a third party?

2.

Will XYZ be violating the IPRs of ABC by servicing the equipment sold by
ABC?

3.

Website of XYZ mentions that machines branded as ABC are serviced by
XYZ. Does it amount to violation of trademark of ABC by XYZ?

4.

Can ABC use The Indian Contract Act, 1872 to enforce the contract (between
ABC and PQR) which provides that the machine has to be necessarily
serviced and maintained by ABC?

We shall in this article try to get answers to the above four issues. Unfortunately,
Indian case-law does not have judgments that answer the above questions. There is
only judgment of Honourable High Court of Delhi which mentions a foreign court
judgment without giving a clear opinion on any of the above issues. So, we shall rely
on the judgments of foreign courts.
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B.

Doctrine of Patent Exhaustion

Doctrine of Patent Exhaustion states that as soon as a patent-owner sells a product
in which the patent has been used, all rights of the patent-owner are exhausted.

B.1.

Impression Products vs. Lexmark

Doctrine of Patent Exhaustion was clearly stated in the judgment of Supreme Court
of The United States in the matter of Impression Products, Inc. vs. Lexmark
International, Inc. (No. 15-1189, Argued 21 March 2017 – Decided 30 May 2017).
Relevant extract from the judgment reads as follows:

Lexmark International, Inc. designs, manufactures, and sells toner cartridges to
consumers in the United States and abroad. It owns a number of patents that cover
components of those cartridges and the manner in which they are used. Lexmark
gives two options to consumers when it sells toner cartridges. One option is to buy a
toner cartridge at full price, without any restrictions. The other option is to buy a
cartridge at a discount through Lexmark’s “Return Program”. In exchange for the
lower price, customers who buy through the Return Program sign a contract
agreeing to use the cartridge only once and to refrain from transferring the cartridge
to anyone other than Lexmark.
Companies known as remanufacturers acquire empty Lexmark toner cartridges —
including Return Program cartridges — from purchasers in the United States, refill
them with toner, and then resell them. They do the same with Lexmark cartridges
that they acquire from purchasers overseas and import into the United States.
Lexmark sued a number of these remanufacturers, one of them being Impression
Products, Inc., for patent infringement with respect to two groups of cartridges. The
first group consists of Return Program cartridges that Lexmark had sold within the
April 2020
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United States. Lexmark argued that, because it expressly prohibited reuse and resale of these cartridges, Impression Products infringed the Lexmark patents when it
refurbished and resold them. The second group consists of all toner cartridges that
Lexmark had sold abroad and that Impression Products imported into the country.
Lexmark claimed that it never gave anyone authority to import these cartridges, so
Impression Products infringed its patent rights by doing just that.
Honourable Supreme Court of the USA held as follows:
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Notably, in the above case it was held that as soon as an authorized sale takes
place all rights of patent-owner are exhausted and this is irrespective of (a)
geographic location of the buyer and (b) any conditions that the patentee
might have imposed.
The above case was quoted (we presume approvingly) by Honourable High Court of
Delhi in Koninklijke Philips Electronics N.V. vs. Rajesh Bansal and Ors.
(MANU/DE/2436/2018, Decided on 12th July 2018). Relevant extract is as follows:

In the case filed by Philips, the defendants had purchased some equipment from
unauthorized sellers. Since the sale was not authorized by Philips, the Court held
that the principle of exhaustion as propounded in Impression Products case did not
apply.
It is important to note that for the Doctrine of Exhaustion to apply, the sale must be
authorized by the patent-owner.

B.2.

Quanta Computer vs. LG electronics

Another interesting judgment is delivered by the United States Court of Appeals for
the federal circuit in the matter of Quanta Computer, Inc., Et Al. vs. LG Electronics,
Inc. [Decided on 9 June 2008; 553 U.S. 617(2008)].
Petitioners, including Quanta Computer (collectively Quanta), are a group of
computer manufacturers. Quanta purchased microprocessors and chipsets from Intel
and received the notice required by Master Agreement. Nonetheless, Quanta
manufactured computers using Intel parts in combination with non-Intel memory and
April 2020
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buses in ways that practice the LGE Patents. Quanta did not modify the Intel
components and followed Intel's specifications to incorporate the parts into its own
systems.
LGE filed a complaint against Quanta, asserting that the combination of the Intel
Products with non-Intel memory and buses infringed the LGE Patents.
LGE argued that the exhaustion doctrine was inapplicable because it did not apply to
method claims, which were contained in each of the LGE Patents. LGE reasoned
that, because method patents were linked not to a tangible article but to a process,
they can never be exhausted through a sale. Rather, practicing the patent--which
occurs upon each use of an article embodying a method patent--was permissible
only to the extent rights were transferred in an assignment contract.
Quanta, in turn, argued that there was no reason to preclude exhaustion of method
claims. It argued that any other rule would allow patent holders to avoid exhaustion
entirely by inserting method claims in their patent specifications.
Honourable Court of Appeals sided with Quanta and rejected LGE arguments. The
Court did not accept that the doctrine of exhaustion did not apply to methods
patents. The Court opined that eliminating exhaustion for method patents would
seriously undermine the exhaustion doctrine. The Court feared that patentees
seeking to avoid patent exhaustion could simply draft their patent claims to describe
a method rather than an apparatus. Apparatus and method claims may approach
each other so nearly that it will be difficult to distinguish the process from the function
of the apparatus. By characterizing their claims as method instead of apparatus
claims, or including a method claim for the machine's patented method of performing
its task, a patent drafter could shield practically any patented item from exhaustion.
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The judgment in Quanta vs. LGE discusses at great length Univis, 316 U. S. 241.
Univis Lens Company, the holder of patents on eyeglass lenses, licensed a
purchaser to manufacture lens blanks by fusing together different lens segments to
create bi- and tri-focal lenses and to sell them to other Univis licensees at agreedupon rates. Wholesalers were licensed to grind the blanks into the patented finished
lenses, which they would then sell to Univis-licensed prescription retailers for resale
at a fixed rate. Finishing retailers, after grinding the blanks into patented lenses,
would sell the finished lenses to consumers at the same fixed rate. The United
States sued Univis, alleging unlawful restraints on trade. Univis asserted its patent
monopoly rights as a defence to the antitrust suit.
The Court assumed that the Univis patents containing claims for finished lenses
were practiced in part by the wholesalers and finishing retailers who ground the
blanks into lenses, and held that the sale of the lens blanks exhausted the patents
on the finished lenses. The Court explained that the lens blanks embodied essential
features of the patented device and were without utility until ground and polished as
the finished lens of the patent. The Court noted that:
"where one has sold an uncompleted article which, because it
embodies essential features of his patented invention, is within the
protection of his patent, and has destined the article to be finished by
the purchaser in conformity to the patent, he has sold his invention so
far as it is or may be embodied in that particular article."
In sum, the Court concluded that the traditional bar on patent restrictions following
the sale of an item applies when the item sufficiently embodies the patent -- even if it
does not completely practice the patent -- such that its only and intended use is to be
finished under the terms of the patent.
The Court of Appeal in Quanta vs. LGE compared the lens blanks to
microprocessors and chipsets. The issue before the Honourable Court was to
determine “the extent to which a product must embody a patent in order to trigger
exhaustion”. Honourable Court held as follows:
April 2020
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The key point of the above part of the judgment is to look for use of essential or
inventive feature of the invention. If the essential or inventive feature has been
incorporated in the patented product, the doctrine of exhaustion will apply.
Concluding paragraph of the judgment in Quanta vs. LGE sums up the legal position
extremely precisely. We reproduce the same here:

B.3.

United Wire Ltd vs. Screen Repair Services (Scotland) Ltd. and Anr.

Doctrine of Exhaustion was discussed by House of Lords (UK) in the case United
Wire Limited (Respondents) v. Screen Repair Services (Scotland) Limited and
Another (Appellants) [Decided on 20 July 2000; MANU/UKHL/0087/2000; (2000)
UKHL 42]. The key issue before the Lords was repair versus reconstruction of a
patented product.
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The case relates to infringement of two United Kingdom patents for improvements to
sifting screens used to recycle drilling fluid in the offshore oil-drilling industry. The
fluid is an expensive mixture of chemicals which is pumped down the shaft for
various purposes including lubrication and cooling of the drilling bit. It is brought back
to the surface together with quantities of foreign solids which must be removed
before the fluid can be used again. For this purpose it is filtered by being passed
through mesh screens vibrating at high speed in a vibrating sifting machine. Key
problem in the operation of sifting machines is the clogging of the meshes by small
particles or viscous liquid.
The patents were designed to solve this problem. The patents are for a screen
consisting of a frame or "support member" to which two meshes of different mesh
sizes are "bonded" or adhesively secured at the periphery so as to be at different
tensions.
The meshes of the screens made according to the patents quickly become torn in
use. To some extent they can be patched but this reduces their efficiency because
the patches are impermeable or "blind." The plaintiffs, who are the market leaders in
selling the complete vibratory sifting machines, therefore also enjoy a captive and
profitable aftermarket in selling replacement screens made in accordance with their
inventions.
The defendants attempted to penetrate this market by selling reconditioned screens
made from the plaintiffs' own frames. The frames, which the plaintiffs make from
metal, weigh about 10 kg. They are durable in relation to the rest of the materials of
the screen. The defendants acquire the frames from the plaintiffs' customers and
strip them down to the bare metal by sandblasting. They recoat them with adhesive
polyethylene and attach the two layers of mesh. Heat is then used to bond the
meshes to the polyethylene coating of the frame. The screens are then sold to the
customers. The customers received credit for supplying the frames but a given
customer will not necessarily get back the same frame.
The defendants’ argument ran as follows: - Although the product which they sell is a
screen in accordance with the invention, they do not infringe because they do no
more than repair screens which have been marketed with the consent of the
plaintiffs. In marketing the screens, the plaintiffs had impliedly licensed anyone who
acquired a screen to prolong its life by repair. Secondly, marketing of the screens
constitutes an exhaustion of any rights which a repair might infringe. Thirdly, a
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person who repairs a screen does not "make" that screen within the meaning of the
definition of an infringement in section 60(1)(a) of the Patents Act 1977.
The Lords did not agree with the arguments advanced by the defendants. The Lords
opined that the defendants had made a new product and had not merely repaired the
patented product. Distinction between “repairing” and “making” was emphasised by
the Lords.

I think, with great respect to the judge, that he did not correctly identify
the patented product. He said that the frame was an important part of
the assembly and that the defendants had prolonged "the screen's
useful life." It is quite true that the defendants prolonged the useful life
of the frame. It would otherwise presumably have been scrapped. But
the screen was the combination of frame and meshes pre-tensioned by
attachment with adhesive according to the invention. That product
ceased to exist when the meshes were removed and the frame
stripped down to the bare metal. What remained at that stage was
merely an important component, a skeleton or chassis, from which a
new screen could be made.
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In the case under consideration, the Lords defined boundaries of what constitutes
repair. Clearly, the issue of whether a new product is being made or an old one is
being repaired is a matter of fact and degree.

B.4.

ARO MFG. CO. v. CONVERTIBLE TOP CO. (1961)

This is an old classic case which is relevant even today - Aro Mfg. Co. v. Convertible
Top Co., United States Supreme Court, No. 21, [Argued: Decided: 27 February
1961; MANU/USSC/0189/1961; 365 U.S. 336(1961)].
The owner of Patent No. 2,569,724, covering the combination, in an automobile
body, of a flexible top fabric, supporting structures, and a mechanism for sealing the
fabric against the side of the automobile body to keep out the rain, brought this
infringement suit against petitioners. The petitioners manufactured and sold
replacement fabrics designed to fit the models of convertible automobiles equipped
with tops embodying the combination covered by the patent. The patent covered
only the combination of certain unpatented components and made no claim to
invention based on the fabric or on its shape, pattern or design.
Honourable Supreme Court of the USA held as follows:
(a)

Since the fabric was no more than an unpatented element of the
combination which was claimed as the invention, and the patent
did not confer a monopoly over the fabric or its shape,
petitioners' manufacture and sale of the fabric did not constitute
a direct infringement.

(b)

Even though petitioners knew that the purchasers intended to
use the fabric for replacement purposes on automobile
convertible tops covered by the claims on respondent's
combination patent, petitioners' manufacture and sale would
constitute contributory infringement only if such a replacement
by the purchaser himself would in itself constitute a direct
infringement.

(c)

A car owner would not infringe the combination patent by
replacing the worn-out fabric of the patented convertible top on
his car, since such a replacement by the car owner is a
permissible "repair" and not an infringing "reconstruction."
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(d)
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C.

Trademark Exhaustion – International vs.
Domestic

While it is clear that any authorized sale leads to exhaustion of all rights of the
patentee, the picture in case of trademarks is more complex. In case of trademarks,
rights of trademark may be exhausted nationally or internationally.
The matter came up before Honourable High Court of Delhi first before a single
bench and subsequently in the double bench [Kapil Wadhwa and Ors. vs. Samsung
Electronics Company Ltd. and Ors., Delhi High Court (Decided on 3rd October 2012;
MANU/DE/4894/2012)]. Samsung had petitioned the court that Kapil Wadhwa was
importing printers from different countries without any authorization from Samsung
and was selling in India market. Samsung alleged trademark infringement on the
basis of national exhaustion of trademark. Single Bench ruled in favour of Samsung.
However, the Double Bench ruled in favour of international exhaustion of
trademarks. Relevant portion of the judgment reads as follows:

It may be noted that the law on the subject cannot be said to be settled since an
appeal against the order of the Double Bench is pending before Honourable
Supreme Court of India (Case no. C.A. No. 008600 / 2013 and SLP(C) No. 039314 /
2012; Registered on 20 September 2013).
Irrespective of what the Honourable Supreme Court may decide, the key point for
our discussion is that the Principle of International Exhaustion of Rights of
trademarks has no relevance to the issues being discussed in this article. There is
no intention by the hypothetical parties PQR or XYZ to sell the equipment sold by
ABC. Hence, the judgment has no direct relevance.
However, some comments made by the Double Bench have relevance to the issues
related to third party servicing of equipment. Relevant paragraph reads as follows:
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The above comments by the Double Bench recognize and uphold the right of a third
party to provide after sales service to a customer as long as the customer is made
fully aware of the fact that the third party service provider is not related to /
authorized by the original manufacturer.

April 2020
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D.

Fair Use of Trademark

When a person uses someone else’s trademark without the trademark owner’s
permission or consent, generally speaking, it is a case of infringement. However, if
the intention is not dishonest or malicious, it may be considered as a fair use
depending on the circumstances of the case. For example, let us consider the case
of a car repair garage who puts up a sign saying “Maruti cars repaired here”.
Notably, there is no claim that the garage is authorized by Maruti to do repair of cars
manufactured by Maruti. Will such a use be considered as fair use or will it be
considered as infringement of the trademark “Maruti”?

D1.

Nitro Leisure Products vs. Acushnet

The case discusses branding of repaired products - Nitro Leisure Products, L.L.C. v.
Acushnet, United States Court of Appeals, Federal Circuit [Decided on 26 August
2003; 341 F.3d 1356 (Fed. Cir. 2003)]
Acushnet manufactures and sells golfing equipment, and in particular, golf balls.
Acushnet owns and has federally registered the trademarks TITLEIST, ACUSHNET,
PINNACLE, and PRO V1. Of particular interest in this case, Acushnet manufactures
and markets new golf balls under the TITLEIST name and trademark, including the
TITLEIST PRO V1.
Nitro obtains and sells two categories of used golf balls at a discounted rate. The first
category of balls is "recycled" balls. The recycled balls are those found in relatively
good condition, needing little more than washing, and are repackaged for resale.
Recycled balls represent approximately 30% of Nitro's sales.
The second category includes balls that are found with stains, scuffs or blemishes,
requiring "refurbishing". Nitro's refurbishing process includes cosmetically treating
the balls by removing the base coat of paint, the clear coat layer, and the trademark
and model markings without damaging the covers of the balls, and then repainting
the balls, adding a clear coat, and reaffixing the original manufacturer's trademark.
Nitro also applies directly to each "refurbished" ball the legend "USED
REFURBISHED BY SECOND CHANCE" or "USED AND REFURBISHED BY
GOLFBALLSDIRECT.COM." In these statements, the terms "Second Chance" and
"Golfballsdirect.com" refer to businesses of Nitro. Some, but not all, of the
April 2020
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refurbished balls also bear a Nitro trademark. Nitro's refurbished balls are packaged
in containers displaying the following disclaimer:
ATTENTION USED / REFURBISHED GOLF BALLS: The enclosed
contents of used / refurbished golf balls are USED GOLF BALLS. Used
/ Refurbished golf balls are subject to performance variations from new
ones. These used / refurbished balls were processed via one or more
of the following steps: stripping, painting, stamping and/or clear coating
in our factory. This product has NOT been endorsed or approved by
the original manufacturer and the balls DO NOT fall under the original
manufacturer's warranty.
Nitro originally filed suit against Acushnet in the United States District Court for the
Southern District of Florida, alleging, inter alia, unfair competition. Shortly thereafter,
Acushnet filed suit in the United States District Court for the Central District of
California, alleging that Nitro infringed a number of Acushnet's patents and violated
federal and state trademark laws. Nitro amended its complaint in the Florida case to
seek a declaratory judgment that it did not infringe Acushnet's patents.
As to the trademark claims, Acushnet conceded that it had no trademark claim with
respect to "recycled" balls and did not object to those sales. As to the "refurbished"
balls, however, Acushnet asserted that "Nitro's refurbishing process produced a golf
ball that bears no resemblance to a genuine Acushnet product in performance,
quality or appearance" and that "Nitro's refurbishing process so altered the basic
composition of Acushnet's golf balls that `it would be a misnomer to call the article by
its original name.”
Specifically, the question presented was the propriety of the re-application by Nitro of
the Acushnet trademark, without Acushnet's consent, to genuine Acushnet golf balls
that have been used, subjected to Nitro's refurbishing process, and then re-sold by
Nitro as refurbished balls. The Court of Appeals held as follows:
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It is interesting to read the arguments of Acushnet to differentiate from Champion
case and also the Honourable Court’s rebuttal of the said arguments:
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In the above case, Justice Pauline Newman dissented. In the dissenting view, she
did not object to the right of Nitro to repair and refurbish golf balls. Her views on the
subject are as follows:
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J. Pauline Newman objected to the use of trademark of Acushnet on balls that had
little in common with the original balls made by Acushnet.

While there is no denying that the dissenting judge’s opinion is not without merit, we
can for the moment ignore it.

D2.

Century 21 Real Estate vs. Lendingtree

This is a classic case that elaborates the concept of “nominative fair use” – Century
21 Real Estate Corporation; Coldwell Banker Real Estate Corporation; Era Franchise
Systems, Inc. vs. Lendingtree, Inc. (Appellant), United States Court of Appeals for
the Third Circuit [Argued 6 December 2004; Filed 11 October 2005; No. 03-4700].
Honourable Court of Appeals defined “nominative fair use” of a trademark as follows:
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Honourable Court referred to the judgment in case of New Kinds On The Block, 971
F.2d at 307 which laid down the standard for determining “nominative fair use”:
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Three requirements laid down for determining “nominative free use” are extremely
relevant for our discussion in this article. Hence, we reproduce the same here as
follows:
1.

The product or service in question must be one not readily identifiable without
use of the trademark;

2.

Only so much of the mark or marks may be used as is reasonably necessary
to identify the product or service;

3.

The user must do nothing that would, in conjunction with the mark, suggest
sponsorship or endorsement by the trademark holder

In announcing this new test, New Kids On The Block rejected traditional trademark
infringement analysis. It held that this test replaces the “likelihood of confusion” test
for trademark cases where nominative fair use is asserted.
Honourable Court of Appeals in the present case went a step beyond the above test
laid down in New Kids On The Block and prescribed a bifurcated approach of two
tests – (a) likelihood of confusion test and (b) fairness test. Honourable Court opined
that “Because confusion and fairness are separate and distinct concepts that can co-
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exist, blending them together into one test is, to our mind, a much less manageable
approach”.
Honourable Court laid down the following three tests for determining if the use of
trademark is within “nominative fair use”

The above three-pronged test sums up the legal position on the subject very well
and we can use the same test for the issues at hand.
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E.

Copyright Protection

In addition to patent and trademark protection, a product may be claimed to be
covered by copyright protection. The manufacturer may claim that since the
drawings prepared for the product are under copyright protection, the product made
by indirect copying of the drawings violates copyright of the manufacturer. Here is a
case that examines this issue.

E1.

British Leyland vs. Armstrong Patents

This case relates to the use of Copyrights Act to prevent copying of spare parts –
British Leyland Motor Corp & Ors vs. Armstrong Patents Company Ltd. & Ors
(Appellant), United Kingdom House of Lords [Decided on 27 February 1986;
(1986)UKHL 7, (1986) 2 WLR 400, MANU/UKHL/0017/1986]
Background
British Leyland (BL) manufactures the Marina car. The component parts of the
Marina include two lengths of exhaust pipe, one length connecting the engine to the
silencer and the other length running from the silencer to the rear of the car. The
exhaust pipes need replacement at intervals which vary from six months to two
years. Armstrong manufacture replacement exhaust pipes for the Marina and in
order to do so copy the shape and dimensions of the original. BL claimed that the
tentacles of copyright must reach out to prevent Armstrong from manufacturing
exhaust pipes for the Marina unless Armstrong pay such royalty as BL think fit to
require. Armstrong decline to pay a royalty. BL obtained an injunction which
effectively prevented Armstrong from manufacturing replacement exhaust pipes for
the Marina. If this injunction was upheld it would follow that any motorist driving a BL
car must buy his spare parts from BL at the prices fixed by BL or bear the burden of
a royalty payable to BL for the privilege of buying his spare part from somebody else.
This appeal had wide implications because the injunction granted to BL created or
recognised a monopoly in replacement parts enjoyable not only by BL and by all
vehicle manufacturers, but also by all manufacturers of mass produced machinery in
respect of repairs.
In the course of designing the Marina and for the purpose of transmitting instructions
for the production of the Marina, BL employed draughtsmen who made engineering
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drawings from instructions given to them by the design engineers and showing the
shape and configuration of each part of the Marina. Those drawings included
recognisable drawings of each of BL's exhaust pipes by plan, elevation and section
and conveyed in figures and words the precise angles and dimensions and
description necessary to enable the exhaust pipe to be manufactured and produced
in conformity with the shape of the underside of the Marina. Armstrong had never
seen BL's engineering drawings and did not copy them directly. In order to provide a
replacement exhaust pipe Armstrong had taken a BL exhaust pipe and copied it so
that the replacement would also fit the shape of the underside of the car. Armstrong's
exhaust pipe was a direct copy of BL's exhaust pipe and an indirect copy of BL's
engineering drawing.
Armstrong directly reproduced BL's engineering drawing of an exhaust pipe in a
material form by converting the two-dimensional drawing into a three-dimensional
exhaust pipe in the course of manufacturing the Marina. Armstrong indirectly
reproduced BL's engineering drawing by copying the original exhaust pipe of the
Marina for the purpose of providing a replacement exhaust pipe.
The two questions examined by the Lords were as follows:
(I)

Did Armstrong’s indirect copying of BL’s copyright drawings of their exhaust
system constitute "reproduction" within the meaning of the Copyright Act
1956?

(II)

If the answer to (I) be the affirmative, should BL nevertheless be barred from
invoking the Act to prevent such reproduction by Armstrong?

Decision
Both the above questions were answered in the affirmative. While the Lords
accepted that Armstrong indirectly copied drawings of BL, they barred BL from taking
steps under the Copyright Act to take action against Armstrong. In other words,
Armstrong’s indirect copying of BL’s drawings was permitted and no action was
taken against Armstrong.
The Lords refused to create a monopoly in favor of BL on the strength of copyright
drawings and decided in favour of the car-owner’s right to a free market in spare
parts. Relevant extract reads as follows:
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Lords decided that the protection under patent must be distinguished from protection
under copyright. While patent is on the article, the copyright is only on the drawings.
Copyright cannot be extended to the article. Relevant extract reads as follows:
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It may be mentioned here that while the above case has been quoted a few times in
judgments of various High Courts in India, there is no equivalent or similar case in
India. Since, Copyright Act of UK and India are almost identical, we can presume
that the decision in the above case will apply in equal measure to the issues under
discussion in this booklet.
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F.

Contract Act

In the hypothetical matter which is the subject of this booklet, the issue is whether
ABC can take recourse to The Indian Contract Act, 1872 to enforce the contract
(between ABC and PQR) which provides that the machine has to be necessarily
serviced and maintained by ABC.
It is relevant to look at section 27 of the Indian Contract Act, which reads as follows:

Any contract, which provides for restraint to trade or business of any kind, is void to
the extent of the restraint provided by the contract.
Indian and English laws of contract are identical. A landmark judgment of the House
of Lords that has been often quoted by Indian Supreme Court is Esso Petroleum
Company Limited vs. Harper’s Garage (Stourport) Limited [Decided on 23 February
1967; MANU/UKHL/0001/1967; (1967) 1 All ER 699; (1967) UKHL 1].
The key doctrine propounded by the Lords in the above case relates to
reasonableness of the restrictions on trade or business imposed by the contract.
Relevant extracts from the judgment are as follows:
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Three tests laid by the case can be summed up as follows:
a)

Adequate protection to the party in whose favor the contract grants restraint of
trade

b)

Being in the interests of the party restrained

c)

Whether the restraint may be held to be contrary to public interest

Prohibition on a contract contrary to public policy is also stated in section 23 of
Indian Contract Act which reads as follows:

Reading sections 23 and 27 together with the above case-law it can be said that an
agreement which provides for monopolistic rights to ABC to be able to service the
machine sold to PQR for perpetuity will be a contract in restraint of trade. The
restraint will fail the test of reasonable and will be considered as opposed to public
policy. Hence, the contract between ABC and PQR will be void to the extent of the
restraint on third party servicing imposed by the contract.
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G. Conclusions
We started our discussion with a hypothetical problem where a machine was sold by
a manufacturer (say ABC) to PQR. After expiry of warranty period, ABC had
approached PQR for annual maintenance contract (AMC).. PQR decided to get
maintenance and servicing of the machine from XYZ, a third party with no relation to
ABC. At this, ABC cried foul and threatened to sue PQR as well as XYZ.
The key issues raised were as follows:
1.

Has PQR violated the intellectual property rights of ABC by
getting the machine serviced from a third party?

2.

Will XYZ be violating the IPRs of ABC by servicing the
equipment sold by ABC?

3.

Website of XYZ mentions that machines branded as ABC are
serviced by XYZ. Does it amount to violation of trademark of
ABC by XYZ?

4.

Can ABC use The Indian Contract Act, 1872 to enforce the
contract (between ABC and PQR) which provides that the
machine has to be necessarily serviced and maintained by
ABC?

Let us look at each issue separately.

1.

Violation of IPRs by PQR

IPRs can be of three types – (a) patent (b) trademark (c) copyright.
In case of patent, it is a well-settled principle of law that the patent is exhausted
when an authorized sale is done by the patentee. In the present case under
discussion, ABC has sold the machine to PQR. All patent rights held by ABC were
exhausted the moment when the machine was sold to PQR. Hence, any claim by
ABC that PQR violated its patent rights by getting third party servicing of the
machine is not sustainable. PQR has an undisputable right to get the machine
owned by it repaired and serviced by any party of its choice.
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Since PQR is not affixing any new trademark on the machine and is not altering the
trademark label affixed on the machine, the issue of trademark violation is not
relevant.
The machine owned by PQR will surely be made from a number of components.
Some of these components may be designed in-house by ABC. The drawings of
such components will be subject to copyright restrictions in favour of ABC. However,
the copyrights will not extend to the components. PQR’s right to repair is paramount
and ABC cannot take recourse to copyright law to bar PQR from making / buying any
components needed for the repair.
To sum up, ABC cannot allege violation of IPRs by PQR. PQR has a right to get the
machine owned by it repaired from any party of its choice. ABC cannot restrict that
right by pleading violation of either patent or trademark or copyright.

2.

Violation of IPRs by XYZ

Just as PQR cannot be accused of violating the IPRs of ABC, there is no way that
XYZ be accused of violating the IPRs of ABC.
The right of PQR to get its machine repaired will be null and void if the party
repairing the machine is accused of violation of IPRs. For a free exercise of the right
of repair it is essential that the party repairing the machine is also not subject to any
legal infirmity or prosecution.

3.

Website mention of ABC machines by XYZ

XYZ has mentioned on its website that XYZ repairs ABC machines. There is no
declaration that XYZ is authorized by ABC to repair ABC machines. The mention of
trademark of ABC to refer to ABC machines falls within the definition of “nominative
fair use” and is allowed by law. There is no attempt by XYZ to mislead or defraud
customers. Mention of ABC trade-name and trademark is only to the extent
necessary for the purpose of effective communication. So, there is no way that ABC
can proceed against XYZ for misuse of the trademark.

4.

Contract between ABC and PQR

Restrictive clauses in the contract between ABC and PQR are for restraint of trade
and are opposed to public policy. Hence the said clauses are void. ABC cannot take
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recourse to Indian Contract Act to enforce clauses that are declared by the said Act
to be null and void. PQR can simply ignore all such clauses that impose restrictions
on it with regards to getting the machine serviced as per its own
ow choice and
convenience.

In conclusion it can be said that ABC cannot take any action against either PQR or
XYZ in respect of any of the issues discussed above.

Image courtesy – Times of India
Article titled “Should Make in India come with Right to Repair”
https://timesofindia.indiatimes.com/t10
https://timesofindia.indiatimes.com/t10-oct-8-2019/1-should-make-in-india-come-with-right-to-repair/articleshow/714
repair/articleshow/71481253.cms
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