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A trademark is a distinct identifier that helps a person set himself or his product apart. For an average consumer, a trademark constitutes an identity of the product or service they plan to avail. Not only is a trademark essential for the consumer, but businesses for without a trademark, it is possible that a business may lose out on customers or profits
as trademarks are quintessential for successful advertising of a business. A business’s trademark is not just its marker but also a representation of its goodwill and its way to ensure that an average purchaser does not confuse it with a different brand. As per Section 2(m) of the Trade Marks Act, 1999 (“Act“), a trademark can be a specific heading,
label, name, brand, signature, word, numeral, a combination of colors, shape of goods, packaging or any combination of the things mentioned above. Whether big or small, any business seeks to expand and flourish beyond its present boundaries. The most popular way for companies to expand beyond their geographical limitations is to go ahead with
franchising. The Indian laws do not per se discuss the specifics of franchising a business. However, they do discuss similar concepts of licensing and assignment. Licensing and assignment are two methods for the transfer of trademark rights. Licenses are temporary and are revocable, while assignments are irrevocable and permanent. The concept of
licensing is what is usually employed to franchise a business. The exciting aspect here is that the Act nowhere uses the word license or licensing. Still, relevant provisions relating to the concept can be found in the Act while discussing the rights of a registered user. In the Act, Section 2(1)(r) discusses the concept of “permitted use,” wherein a
registered user may use the trademark for goods and services. To license, a registered user is a licensee. Section 2(1)(r)(ii) more specifically pertains to the use of the trademark by a person other than a registered user or registered proprietor concerning matters of trade, with the consent of such user or proprietor or user while complying with the
limitations and conditions laid down by the Act. Also, Section 48(1) of the Act, when read with Section 49, discusses that a duly authorized written agreement is needed for a registered user to use the proprietor’s trademark. Section 48(2) also says that the use of the trademark by such duly consented persons will not be considered as different from
the usage of a trademark by the proprietor as far as the Act’s provisions are considered. Section 52 of the Act also discusses that a registered user may institute proceedings for infringement in his name as if he were the registered proprietor. The rights and obligations of such registered users will be considered concurrent with those of the registered
proprietor. However, Section 53 of the Act clearly states that a “permitted user” as defined in Section 2(1)(r)(ii) may not be allowed to go ahead with a suit alleging infringement. Since a trademark is directly connected to the reputation and goodwill of the brand it represents, it is necessary to ensure that the brand value is not diminished due to the
actions of any registered user, that is, the licensee. The most crucial section in this regard is Section 49 of the Act. This section mandates the existence of a written agreement. Still, it also ensures that the agreement must demarcate how the licensor and licensee wish to deal with the issue of quality control. This provision also provides that while the
licensee uses the proprietor’s trademark, the use should be such that it does not reflect that someone entirely different from the proprietor is using it since the purchaser will have a specific image attached to that particular trademark in his mind. In the landmark American case of Barcamerica International USA Trust v. Tyfield Importers Inc. [289
F.3d 589 (9th Cir. 2002)], the Court held that “naked and uncontrolled licensing” when allowed to be carried on, then would adversely affect the trademark’s function of being a symbol of quality wherein it appears that the registered proprietor has abandoned the trademark. In the case of UTO Nederland BV v. Tilaknagar Industries Ltd [Suit No. 632
of 2009], the Bombay High Court ruled that the license issued to the registered user in the case could have been rendered invalid had the performance and terms of the agreement suggested the existence of facts which implied no quality control. In India, if a person wishes to franchise their business or seeks to obtain a license for another’s business,
the person may undertake the following steps: a) Filling of TM-P and the necessary documentation and other documents and evidence/information as the Registrar may call upon. b) A supporting affidavit is also to be drafted to discuss the relationship between the proprietor and user, degree of control, period of use, etc. c) Finalizing a license
agreement, including the specifications in the supporting affidavit and terms concerning royalty. d) Filling the Application through the filled form TM-P online or offline. e) The filed application may be accepted unconditionally or conditionally by the Registrar. Suppose the acceptance by the Registrar is conditional. In that case, a notice is issued to the
applicants, and a hearing occurs post which the application may be accepted entirely or rejected altogether. When accepted, the Registrar records the proposed registered user as a registered user in the register. f) When the Registrar records a new registered user, a notice is issued to all other registered users, if there are any. After completing the
above, a licensee can begin with carrying out the business and thus aid in expanding the proprietor’s initiative. Author: Mansi Tiwari, Legal Intern @IntepatIP Follow Us Download Word Doc DRAFT OF FRANCHISE AGREEMENT This AGREEMENT entered into on the...............................day of......................., 20.............. BETWEEN:
....................................................Limited a Company incorporate under the Companies Act, 1956 or Companies Act, 2013, having its Registered Office at..........................., represented herein by its................................. Shri................................................. (hereinafter referred to as the ''XYZ Limited '', which expression shall, whenever the context so
requires or admits mean and include its successors and assigns) of the ONE PART; AND M/s.................................................. a Partnership Firm, having its place of Business at.............................. represented herein by its Partner Shri............................. (hereinafter referred to as the ''AGENT'', which expression shall, unless the context so requires or
admits mean and include its Partners for the time being, their heirs, legal representatives, executors and permitted assigns) of the OTHER PART; WHEREAS XYZ Limited is engaged interalia in the business of marketing......products and are the owners of the trade name and trade mark ''XYZ''; WHEREAS XYZ Limited is desirous of
promoting........products under its trade name and trade mark by setting up chain or retail outlets all over the country on its own a also by appointing stockiest, retailers and franchises for the purpose of setting up of retail outlets; WHEREAS the Agent has offered to set up one such Retail Outlet in the City of..... and has represented to XYZ Limited
that it is in a position of invest necessary capital and is also possessed of a suitable premises to set up and carry on the Retail Outlet and XYZ Limited has accepted the said offer; NOW THIS AGREEMENT WITNESSETH AS FOLLOWS That in consideration of the foregoing, the Company hereby appoint M/s......... as its Agent in the City of......... upon
the following terms and conditions: 1.
The retail outlet for marketing....... products under the name and style of ''XYZ'' shall be set up and run in the Premises made available by the Agent, which premises is more fully described in the Schedule Premises''. The premises will be made available free of cost or charges to XYZ Limited by the Agent
during the subsistence of this Agreement. 2.
The Agent will meet and bear the entire cost of furnishing and decorating the interior and exterior of the Schedule-Premises in accordance with the specifications and requirements of XYZ Limited, particularly touching upon the following aspects -- elevation, décor and interior design, selection of
furniture, fitting, counters and stands, lighting system, illumination, mannequins, window display, air conditioning, fire fighting equipment, furnishings, flooring, etc. the cost of which is estimated to be of the order of Rs.......................... (Rupees.........................................) He shall also provide necessary warehousing facilities and office space for the
Company's' representations. 3.
The name of the Shop shall be promptly and clearly displayed as..........................; 4.
XYZ Limited will make available from time to time to the Agent ....... products and shall be manufactured, sold or dealt in by XYZ Limited (hereinafter collectively referred to as ''Stockiest'') and the Agent will take the Stocks on
consignment and sell the same in retail at prices fixed from time to time by the XYZ Limited. The stocks shall at all times be the property of the XYZ Limited and the Agent shall only be entrusted the Stocks for the purpose of enabling their retails sale. 5.
The Agent at his cost will employ necessary personnel to man and manage the Retail Outlet to
the entire satisfaction of XYZ Limited. THE AGENT COVENANTS WITH THE COMPANY AS FOLLOWS: 1.
It shall duly and promptly pay the owner of the Schedule Premises rents and other charges and keep the lease subsisting and valid and ensure that the Schedule Premises is always available for running of the Retail Outlet. 2.
That it shall not
directly or indirectly or in Partnership or Association, with friends or relatives, or Companies engaged itself in business, which is same or similar to the one being, carried on by XYZ Limited. 3.
That it shall not sell, display or otherwise deal in any goods which are in any way similar to the goods sold or dealt in by XYZ Limited. 4.
That it shall not
use the Company''s trade name and/or trademark in any manner other than that which is permitted by XYZ Limited. 5.
That all sales effected by the Agent shall be strictly for cash only. 6.
That it shall furnish to XYZ Limited at such intervals as they may required certified stocks statement of the stock of all goods held by the Agent giving full and
correct particulars thereof. 7.
That it shall remit each day the entire sale proceeds of the preceding day to the credit of the designated account of XYZ Limited, which may be indicated from time to time and shall forthwith sent intimation of such remittances to XYZ Limited. 8.
That it shall not draw, accept or endorse any Bill on behalf of the XYZ
Limited or in any way pledge the credit of XYZ Limited except with the previous written authorization of XYZ Limited. 9.
That it shall be at all times responsible to XYZ Limited for any damage occasioned to the Stock either on account of the improper or negligent conduct on the part of the Agent, its servants or agents or for any reason whatsoever
and shall make goods such loss to the XYZ Limited as and when demanded without demur. 10. That it shall furnish an irrevocable Bank Guarantee for a sum of Rs.................. (Rupees.......................................) in favour of XYZ Limited covering the value of the Stocks held by it on consignment and that the said Bank Guarantee shall be enhanced from
time to time as may be required by XYZ Limited to bring it in conformity with the value of the Stocks held by the Agent. 11. That it shall keep proper accounts of all Stocks received, sold, damaged and furnish to XYZ Limited each week full particulars of the Stocks and shall permit XYZ Limited, its agents and servants to inspect all Books of Account,
Records and vouchers maintained in the Retail Outlet by it all reasonable times. 12. That it shall be responsible for any loss or damage sustained to the Stock while in the custody of the Agent. DURATION: The duration of this Agreement shall be for a period of.............. years commencing from..........On the expiry of this period of earlier, the
Agreement may be extended for such further period and on such terms as the parties may be mutually agreed in writing. This Agreement is however terminable as follows: a.
by either party giving the other................. days notice in writing; b. by XYZ Limited unilaterally without assigning any reasons
i.
if the agent is found guilty
of misconduct, or
ii.
commits a breach of any of the provisions of the Agreement, or
iii.
is dissolved, or
iv.
any suit or other proceedings are instituted for its dissolution or winding up, or
v.
commits any act of bankruptcy,
vi.
suffers any execution or distress.
CONSIDERATION: In consideration of the foregoing, the Agent shall be entitled to a commission at the rate of......% of the net sale price realized by it in the Retail Outlet by sale of the Stocks. The expression net sale price shall mean the selling price of the Stocks excluding Sales Tax, local taxes and other levies imposed upon the sale or purchase of
the Stocks and/or on the total turnover, packing and forwarding charges and gift wrapping charges. The commission shall be payable by XYZ Limited on or before the.......... Day of the succeeding month for which it is due upon receipt of the monthly statement of sales and realization of the sale proceeds. ASSIGNMENT: This Agreement or the benefit
there from shall not be assignable or transferable by the Agent in favour of anyone without prior written consent of the company. SECURITY DEPOSIT: In order to ensure XYZ Limited the due performance of its obligations under this Agreement, the Agent has this day deposited a sum of Rs................. (Rupees.....................................) by Pay Order
bearing No..........dated.......... drawn on............. Bank............... Branch,......................, in favour of XYZ Limited as Security Deposit. The said amount will be refundable upon the termination of this Agreement, free of interest, in the event of there being no outstanding claim against the Agent by XYZ Limited. XYZ Limited will however be entitled to
appropriate and adjust and amounts which may be due to it from the Agent from out of the Security Deposit. JURISDICTION: This Agreement is executed at.................City and it is hereby agreed that Court situated in............ city alone will have exclusive jurisdiction over any matter arising under this Agreement to the execution of Courts situated in
any part of the country. SCHEDULE Premises bearing No...................................... situated at............................................................................ admeasuring and bounded as follows: MEASUREMENTS East to West: North to South: BOUNDARIES ON THE EAST WEST NORTH SOUTH : : : : : By : By : By : By IN WITNESS WHEREOF the parties above
named have executed these presents in the presence of the Witnesses attesting hereunder on the dates and place mentioned herein below: Place: Dated: For XYZ Limited, WITNESSES 1. () 2. () Agent Download Word Doc
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