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1

STATEM ENT OF I NTEREST 1

Amici are not-for -profit  associat ions of companies
that compete against  or iginal equipment manufacturers
(ÒOEMsÓ) for  sale of replacement par ts and consumable
goods and provision of repair  services.

Aut omot i ve E ngine Rebui l der s Associat i on
r epr esents gar ages, machine shops, and other
gener al ly smal l  businesses that  r ebui ld motor
vehicle engines for  automobiles, t r ucks, buses,
construct ion and farming equipment, and smaller
boats.

Automot ive Par ts Remanufacturer s Associat ion
represents companies that  rebuild automot ive and
t r uck r elated Òhar dÓ par t s for  passenger  car s,
heavy duty vehicles such as t rucks, buses, off-road
vehicles, and mar ine, industr ial, and construct ion
equipment.

I nt er nat ional  I maging Technology Counci l
(ÒI -I TCÓ) represents the interests of the imaging
supplies industry, including office-machine retail
and repair , off ice-supply retail, computer  retail,
repair  and networking companies, and all related
industry suppliers.

1. The par t ies have consented to the filing of this br ief . No
counsel for  a par ty authored this br ief in whole or  in par t , and
no counsel or  par ty made a monetary contr ibut ion intended to
fund the preparat ion or  submission of this br ief. No person other
than amicus cur i ae, its members, or  its counsel made a monetary
contr ibut ion to its preparat ion or  submission.
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Products such as automobiles and computer  pr inters
contain removable and consumable par ts that  can be
repaired or  refurbished many t imes. By procur ing par ts
and repair  services, consumers extend the useful l ife of
these products and enhance the value of their  init ial
investments. Members of the amici sat isfy this consumer
demand by providing alternat ive sources of consumable
goods, replacement par ts, and services at  lower  cost and
of  as good or  bet t er  qual i t y t han t he OE M . Our
companiesÕ replacement  products often have enhanced
featur es compat ible with, but  not  avai lable on, t he
or iginal equipment. Compet it ion from these companies
const r ains OE M s f r om incr easing pr i ces t o
supracompet it ive levels, and spurs OEMs to improve
quality and innovate new features to meet or  surpass
the alternat ive-sourced products.

These companies cont r ibute substant ial ly to the
Amer ican economy. 2 Amici believe more than 10,000
companies in the United States rebuild automobile par ts,
and more than 3,000 domestic businesses recondit ion and
repair  office imaging supplies. According to the United
States Census Bureau, in 2005 consumers spent  more
than $85 billion on automot ive repair  and maintenance,
and more than $17.5 billion for  repair  and maintenance
of elect ronic and precision equipment .3 I n 2004, more

2. See, Eastman Kodak Co. v. I mage Technical Servi ces Co.,
504 U.S. 451, 462 and n. 6 (1992). See also, Ar o M fÕg Co. v.
Conver ti ble Top Replacement Co., 365 U.S. 336, 357-358 (1961)
(ÒAro I Ó) (Just ice Black, concur r ing).

3. Uni t ed St at es Census Bur eau, 2005 Ser vice Annual
Survey, Table 10.1, available online at  http://www.census.gov/
svsd/www/ser vi ces/sas/sas_data/81/2005_N AI CS81.pdf (last
visited October  31, 2007).



3

than $6.5 bil l ion was spent  for  computer  and off ice
machine repair  and maintenance. I d. Approximately 30%
of monochr ome t oner  car t r idges and 15% of  color
car t r idges sold in 2006 were aftermarket  products.

Reuse and r epair  pr omote sound envir onmental
policies, and conserve resources such as precious metals
and pet r ol eum-based plast i cs. I -I TC est imat es
recondit ioning ink and toner  car tr idges will keep some
84,000 tons of industr ial-grade plast ics and metals out
of landfills this year . Acquisit ion guidelines of federal
agencies, st at e and municipal  gover nment s, and
cor por at ions expr ess pr efer ences for  pur chase of
r efur bished and r ecycled pr oduct s such as t hose
produced by members of the amici.

Companies represented by amici run the gamut from
lar ge, t echnological l y-sophist icat ed ent i t ies wi t h
substant ial  intel lectual pr oper ty por t fol ios to small
operators that service local customers. What unites these
companies under  the banner  of this case is their  stake
in access to or iginal equipment  fr ee of downst r eam
patent  rest raints on alienat ion or  repair  asser ted by the
manufacturer  as post-sale condit ions on the purchase of
patented goods. Without  access to OEM products to
repair  or  r efurbish, these companies cannot  provide
choices to consumers or  compet it ion to OEMs based on
pr ice, qual i t y, and featur es. The amici r espect ful ly
submit  this br ief so the Cour t  may consider  the impact ,
on commerce generally and our  industr ies in par t icular ,
of the Federal CircuitÕs nar rowing of the exhaustion rule.
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F ol lowing r ecent  F eder al  Ci r cui t  exhaust ion
decisions, OE Ms ar e applying r est r ict ive post -sale
pat ent  not ices t o pr oduct s and packaging sold t o
consumers. Though ostensibly posit ioned as a contract
wit h t he pur chaser , OE Ms deploy t hese post -sale
r est r ict ions as a st r ategem to lock out  after mar ket
compet it ion for  products and services that  otherwise
would const itute permissible repair  under  the patent
laws. Under  a recent  dist r ict  cour t  decision, even the
simple act of refilling a pr inter  car tr idge with unpatented
ink or  toner  could be deemed infr ingement  under  a
Òsingle use onlyÓ post-sale not ice. But  for  that  post-sale
r est r i ct i on, t hat  act i vi t y  i ndisput abl y  would be
permissible repair .

The perspect ives and exper ience of the amici thus
place in sharp relief the harmful consequences of the
er roneous decisions of the Federal Circuit . I f post-sale
condit ions cr eate enfor ceable patent  l icenses, both
consumers and aftermarket competitors r isk liability for
patent  infr ingement if the ar t icle is repaired by anyone
other  than the patentee. Patent law and competit ion best
will be served by a br ight-line holding, consistent  with
Cour t  precedents: The fir st  sale or  passage of t it le to a
patented ar t icle exhausts the patent  ownerÕs interest  in
that  ar t icle, and in any method patent  cover ing the
r easonably contemplated uses of  t hat  ar t icle. Any
addit ional purpor ted post-sale restr ict ions on the use or
disposit ion of that  ar t icle only may be imposed to the
extent consistent  with contract  and ant it rust  law, and
may be enforceable only under  contract law.
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 SUMMARY OF ARGUMENT

Under  long-standing precedents of this Cour t , the
first  sale or  passage of t it le to a patented ar t icle exhausts
the patenteeÕs r ight  to seek fur ther  reward upon that
ar t icle. Any at tempt to fur ther  restrain the post-sale
r ights of the purchaser  is to be adjudged under  contract
and commer cial law, but  no longer  is subject  to the
pat ent eeÕs r ight s or  a pat ent -based r emedy. This
ar t iculat ion of the exhaust ion rule proper ly balances the
patent ownerÕs exclusive r ights with the consumerÕs r ight
to reuse, resell, repair , and improve lawfully-acquired
pr oper ty, and the publ ic inter est  to pr event  unfair
compet it ion.

Recent Federal Circuit  decisions upend this balance,
to the detr iment of compet it ion and the public interest .
I n a l ine of cases fr om M al l i nckrodt 4 to Quanta, the
F eder al  Cir cui t  holds post -sale r est r ict ions r evive
exhausted patent  r ight s, and deems pur chaser s of
patented goods and third par ty aftermarket competitors
l iable for  patent  infr ingement  fr om otherwise-lawful
combinat ions and repair . Quanta improper ly extends
patent  r ights beyond the line of exhaust ion drawn by
this Cour t  and should be reversed.

These Federal Circuit  decisions also encroach upon
precedents of this Cour t  defining lawful repair . Repair
and customizat ion industr ies provide valuable service to
consumer s and cont r ibute bi l l ions of dol lar s to our
economy. The post-sale restr ict ions in Quanta would
pr event  commonplace act ivi t ies such as r epair  and

4. M all i nckrodt , I nc. v. Medipar t , I nc., 976 F.2d 700 (Fed.
Cir . 1992).
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upgr ading of  elements of  a per sonal  computer , an
automobile, or  any patented combinat ion, much as the
post -sale r est r ict ions in M al l i nckrodt would impose
patent  infr ingement  l iabi l i t y upon compet itor s who
engage in other wise lawful  r epair . Consumer s and
aftermarket  compet itor s targeted by these post -sale
restr ict ions may not know whether  the restr ict ion exists
or , even if embossed on the device itself, whether  the
restr ict ion is valid or  enforceable. Yet , under  Quanta,
these consumers and aftermarket  compet itors could be
sued and potent ially held liable for  patent infr ingement.

The t hr eat  of  pot ent ial l y  devast at ing pat ent
infr ingement liability chills compet it ion by aftermarket
businesses. Patent  suits involve technically complex
issues of infr ingement, claim construct ion, and validity,
and ar e ext r emely expensive t o defend. E nhanced
damages, at torney fees, and preliminary and permanent
inj unct ive r el ief  pose intoler able r isks for  smal ler
entrepreneur ial companies. By contrast , suits based on
cont r act , as should be the nor m under  the Cour tÕs
exhaust ion rule, are far  less expensive to defend and less
l ikely to j eopar dize a companyÕs long-ter m sur vival.
Reaffirmation of this Cour tÕs exhaust ion rule will protect
the publicÕs r ight  to repair  and st imulate investment in
aftermarket  industr ies.

Reaff ir ming the scope of patent  exhaust ion wil l
restore the proper  balance between patent  r ights and
ant i t r ust  l aw. Post -sale pat ent  condi t ions and
infr ingement lawsuits typically target  compet itors for
supplies and repair  services rather  than purchasers that
purpor tedly agreed to the restr ict ions. By allowing post-
sale patent restr ict ions to limit  exhaust ion, the Federal
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Cir cui t  necessar i ly pr oscr ibes lawful  af t er mar ket
compet it ion and l imits ant it r ust  defenses Ð ther eby
restr ict ing consumer  choice, increasing consumer  pr ices,
and st ifling aftermarket  innovat ion.

The F eder al  Ci r cui t  er r ed by holding pat ent
exhaust ion inapplicable to method patents. This holding
conf l ict s wi t h pr ior  F eder al  Ci r cui t  cases and is
inconsistent  with pr inciples under lying exhaust ion. The
Cour t  should confirm: (1) author ized sale of a patented
ar t icle by a patent  owner  or  its l icensee also exhausts
patent  r ights with respect  to any repair  that  pract ices a
method actual ly used to const r uct  t he ar t icle; and,
(2) author ized sale of a patented ar t icle, or  an unpatented
ar t icle that  necessar ily wil l be used in an infr inging
combinat ion, exhausts r ights in any patented method
that  could reasonably inter fere with either  the repair  of
the ar t icle or  a fur ther  combinat ion of patented and
unpatented elements.

A clear  rule finding exhaust ion upon passage of t it le
best  serves modern commerce. Products such as cars
and computers may be sold and resold many t imes dur ing
their  useful l ife. Mill ions of businesses and consumers
use online commerce to resell anything from small used
par ts to a f leet  of car s. Sel ler s and pur chaser s ar e
ent it led to know they have the r ight  to resell, purchase,
and use what  t hey buy, f r ee f r om t he t hr eat  of
infr ingement suits.
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ARGUM ENT

I . The Exhaust i on Doct r i ne Ar t i cul at ed By Thi s
Cour t  M ust  Be Preserved, Not  Nar rowed As The
Federal  Ci r cui t  Has Done I n Quanta.

Pat ent  law vest s t he pat ent ee wi t h a l imi t ed
monopoly interest, the full extent of which is an exclusive
r ight  to make, use, and sell the invent ion or  discovery
or  to author ize others to do so. Uni ted States v. Uni vi s
L ens Co., 316 U .S. 241, 250 (1942). As a statutor y
except ion to policies disfavor ing monopolies, the patent
r ight  imposes some sacr if ice upon social welfar e in
return for  the cont r ibut ions of patent  owners to the
progress of science and the useful ar ts. The degree of
sacr ifice required of the public is propor t ionate to the
scope of the patent  r ight . Any aggrandizement of the
pat ent  r i ght  necessar i l y  encr oaches on ot her
fundamental public interests.

L ong-est abl i shed doct r i nes of  pat ent  and
compet it ion law reflect  the inherent  tensions between
the r ight  of the patent  owner  to reap rewards for  its
invent ion and t he r ight  of  t he publ ic t o engage in
commerce around the patented invent ion and in the
patented ar t icle itself. The exhaust ion, or  f ir st  sale,
doctr ine per forms a key role in leveling this balance. By
sett ing clear  limits on the r ight  of a patent owner  to
cont r ol  downst r eam commer ce in vended patented
ar t icles, the exhaust ion doctr ine shapes the contours of
the publicÕs r ight  to resell, reuse, recycle, and repair  the
patented ar t icle.
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The exhaust ion doctr ine ar t iculated by this Cour t
st ruck the proper  balance among those interests. The
pat ent ee obt ains i t s r ewar d t hr ough t he ini t i al
author ized sale, but  the sale or  passage of t it le to a
patented ar t icle exhausts the patenteeÕs interest  in that
ar t icle under  patent law.5 Exhaust ion extends to any
patent cover ing reasonable uses of the patented ar t icle.6

I f  a pat ent  owner  seeks t o impose any post -sale
restr ict ion on use or  resale of the ar t icle, the validity
and enforceability of that  restr ict ion is to be determined
by state contract  law Ð not patent law.7

5. See, e.g., Uni ted States v. Uni vi s L ens Co. , 316 U.S. at
250 (Ò[The patent  owner Õs] monopoly r emains so long as he
r etains the owner ship of  t he patented ar t icle. But  sale of  i t
exhausts the monopoly in that ar t icle and the patentee may not
thereafter , by vir tue of his patent, control the use or  disposit ion
of the ar t icleÓ).

6. I d., 316 U.S. at  250-251 (sale of the lens blank transfers
ownership of the ar t icle and licenses the r ight to use the patent
to produce the finished ar t icle).

7. ÒThe extent  to which the use of the patented machine
may validly be r est r icted to specif ic supplies or  other wise by
special contract between the owner  of a patent and the purchaser
or  l icensee is a quest ion outside the patent  law, . . . .Ó M oti on
Pi cture Patents Co. v. Uni versal  Fi lm M fg. Co. , 243 U.S. 502,
509 (1917), ci ti ng Keeler  v. Standard Folding-Bed Co., 157 U.S.
659, 666 (1895)

[O]ne who buys patented ar t icles of  manufactur e
from one author ized to sell them becomes possessed
of an absolute proper ty in such ar t icles, unrestr icted
in t ime or  place. Whether  a patentee may pr otect
himsel f  and his assignees by special  cont r act s

(ContÕd)



10

Whether  a post-sale restr ict ion is subject  to patent
or  contract  law makes a vital difference to commerce.
Patent infr ingement suits are complex and extremely
expensive. Vir tually any patent case requires specialized
t echnical  and legal  analysis and exper t  t est imony
r egar ding claim const r uct ion, patent  val idi t y, and
infr ingement . Small ent r epreneur ial companies, l ike
those r epr esented by ami ci , facing possible patent
lit igat ion must weigh the r isks of enhanced damages,
at t or ney fees, and inj unct ive r el ief . A pr el iminar y
injunct ion may force them near  bankruptcy by starving
them of ongoing revenue needed to suppor t the business.
Almost  any patent  suit  by their  definit ion is Òbet the
companyÓ lit igat ion. By contrast , breach of contract  or
tor t  l it igat ion is far  less expensive to defend, and even
an adverse outcome is less likely to jeopardize their  long-
term survival.

Over  the last  15 years, the Federal Circuit  depar ted
sharply from the Cour tÕs clear  exhaust ion pr inciples.
From M all i nckrodt through Quanta, the Federal Circuit
gr ant ed pat ent  owner s new power s t o asser t
infr ingement for  breach of post-sale restr ict ions. While
agreeing that  validity of a post-sale restr ict ion is to be
adj udged by cont r act  l aw, t he F eder al  Ci r cui t
never theless revived a patent  ownerÕs ability to asser t
inf r ingement  not  only against  t he pur chaser  but ,
signif icant ly, also against  per sons not  par ty to that

br ought  home to the pur chaser s is not  a quest ion
before us, and upon which we express no opinion. I t
is, however , obvious that such a question would ar ise
as a quest ion of contract , and not as one under  the
inherent meaning and effect  of the patent laws.

(ContÕd)
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restr ict ive contract .8 The Federal Circuit  also permitted
post -sale not ices t o vi t iate exhaust ion and impl ied
l i censes t o met hod pat ent s cover ing an ar t i cleÕs
reasonably contemplated uses. As a consequence, the
F eder al Cir cuit  l imited the cir cumstances in which
ant it rust  law can remedy any ant icompet it ive effects of
post-sale restr ict ions on commercial act ivit ies, such as
recycling, customization and repair , that otherwise would
be permissible under  patent law.

This expansion of patent  r ights cannot be squared
with the precedents of this Cour t .9 The Federal Circuit
has upset  the policy balance established by this Cour t ,

8. For  example, t he defendant  in M al l i nckr odt  was an
aftermarket compet itor  that  recondit ioned the inhalers, not the
hospital/purchaser alleged to be bound by a post-sale notice.

9. The Court also should clar ify that the exhaustion and repair
doctr ines are not based on implied license. See, e.g., Kendall Co. v.
Progressive Med. Tech., 85 F.3d 1570, 1573 (Fed. Cir. 1996), ci ti ng
Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S. 476, 484
(1964) (ÒAro I IÓ); Bottom L ine Mgt., I nc. v. Pan Man, I nc., 228 F.3d
1352, 1354 (Fed. Cir . 2000) ci t i ng Ar o I , 365 U.S. at  346. The
distinction between exhaustion of patent r ights and implied license
is not  merely semant ic Ð it  is fundamental. I f a patent  owner
exhausts its r ights to make, use, and sell that article upon first sale,
the patent owner has no further r ights in that article to license either
directly or  by implication. See, Uni ted States v. Univi s Lens, 316
U.S. at 250 (a first  licensed sale Òexhausts the monopoly in that
article and the patentee may not thereafter, by vir tue of his patent,
control the use or disposition of the article.Ó). Since the patent owner
has no further r ight to control the licensed use, and repair does not
ÒmakeÓ the patent, the purchaser is entitled by exhaustion to repair
the ar ticle. This pr inciple fur ther is illustrated by Aro I, in which
the repairs were justified by exhaustion upon the first sale. I mplied
license was not cited by the major ity as the rationale for its decision.
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tipping the scales decidedly toward the patent owner  and
away from the public interest. Amici thus urge this Cour t
to recalibrate the law in accordance with its established
precedents defining the scope of exhaust ion, permissible
repair , and unfair  compet it ion.

I I . P r oper  I n t er pr et at i on  Of  The E xhaust i on
Doct r i ne M aintains Supreme Cour t  Precedents
Concerning Repai r  And Reconst ruct i on.

The doctr ine establishing that  repair  of patented
ar t icles does not  infr inge the patent  r ight  is near ly as
old as the Amer ican industr ial revolut ion itself.

Since Wi lson v. Si mpson [in 1850], it  has been
the established law that  a patentee had not
Ôa more equitable r ight  to force the disuse of
t he machine ent i r ely, on account  of  t he
inoper at iveness of  a par t  of  i t , t han t he
purchaser  has to repair , who has, in the whole
of it , a r ight  of use.Õ10

Per missibl e r epai r  has been f ound acr oss t he
br eadt h of  commer ce, i ncl uding aut omobi l es,11

10. H eyer  v. Dupl i cator  M fg. Co., 263 U.S. 100, 101 (1923)
(pur chaser  of  dupl icat ing machine had t he r ight  t o r eplace
consumable gelat ine bands, and did not  have to purchase them
from the patent  owner ), ci ti ng Wi lson v. Si mpson, 50 U.S. 109,
123 (1850) (owner  of a patented planing machine could replace
wor n-out  cut t ing blades, even t hough t he blades wer e
fundamental to the invent ion).

11. See, Ar o I  (replacement fabr ic conver t ible tops); Dana
Corp. v. Amer i can Preci si on Co., 827 F.2d 755 (Fed. Cir . 1987)
(rebuilding automobile clutches using new par ts and used par ts
from many disassembled worn clutches held permissible repair ).
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sur fboar ds,12 medical  devices,13 inj ect ion molding
machines,14 cooking devices,15 disposable cameras,16 and
computer  pr inters.17

I n Ar o I, this Cour t  adopted a test  to dist inguish
permissible repair  from infr inging reconstruct ion. The
Cour t  clar ified that  Òmere replacement of [broken or
worn-out ] par ts, whether  of the same par t  repeatedly
or  of different  par ts successively, is no more than the
lawful r ight  of the owner  to repair  his proper tyÓ; and
such replacement const itutes lawful repair  regardless
of how Òessent ial [each nonpatented par t ] may be to the
patented combinat ion and no mat ter  how cost ly or
difficult  replacement may be.Ó Ar o I, 365 U.S. at  345-
346. This dist inct ion protected the patent  owner  against

12. Surfco H awai i  v. F i n Control  Sys. Pty. L td., 264 F.3d
1062 (Fed. Cir . 2001), cer t. deni ed sub nom. F i n Contr ol  Sys.
Pty . L td. v. Sur fco H awai i , 536 U .S. 939 (June 24, 2002)
(replacing fins const ituted permissible repair ).

13. Kendal l  Co. v. Progressi ve M ed. Tech., 85 F.3d at 1576
(r ight  t o r epair  included r eplacement  of  unspent  par t s for
purposes of hygiene).

14. H usky I n j ect i on M ol di ng Systems v. R& D  Tool  &
Engineer i ng, 291 F.3d 780 (Fed. Cir . 2002).

15. Bottom L i ne M gt., I nc. v. Pan Man, I nc., 228 F.3d at
1355 (r esur facing cooking plates was per missible r epair , not
infr ingement of device and method claims).

16. Jazz Photo Corp. v. I ntÕl Trade CommÕn, 264 F.3d 1094
(Fed. Cir . 2001) (approving eight-step repair  process).

17. H ewlet t -Packar d Co. v. Repeat-O-Type Stenci l  M fg.
Corp., 123 F.3d 1445 (Fed Cir . 1997), cer t. deni ed, 523 U.S. 1022
(1998) (permissible repair  to modify ink jet  car tr idge for  resale).



14

those who re-make the invention anew,18 while promoting
the par amount  publ ic inter est  in lawful  commer ce
per taining to patented goods.

Thousands of businesses provide customizat ion and
r epai r  ser vices and supply r eplacement  par t s for
automobiles and electronics products. Automot ive par ts
businesses commonly repair  and recondit ion hundreds
of r eusable par ts such as t r ansmissions, alternators,
br akes, clutches, and cont r ol led velocity j oints. Car
engines commonly are customized and upgraded by third
par ty repair  shops using aftermarket  par ts. Suppliers
in the imaging industry repair  toner  and ink car t r idges
for  business and home office use with both mechanical
par ts and complex elect ronic chips that  regulate and
upgr ade pr int ing oper at ions. Consumer s upgr ade
computers with addit ional storage and memory, graphics
processing and gaming boards. Consumers benefit  from
compet it ion for  service, repair  and replacement of par ts
through lower  pr ices, higher  quality, and compet it ive
features.

As Just ice Black observed in his concur rence in Aro
I , small r epair  and ser vice businesses such as those
r epr esented by ami ci  pr ovide vi t al  ser vices t o t he
domest ic economy, but need br ight line rules to avoid

18. See, Wi lbur -El l i s Co. v. Kuther, 377 U.S. 422, 424 (1964)
(ÒThe idea of Ôr econst r uct ionÕ in this context  has the special
connotat ion of those acts which would impinge on the patenteeÕs
r ight  Ôto exclude others from making,Õ 35 U.S.C. 154, the ar t icle.Ó).
I n Wi lbur -El l i s, the Cour t  held that  resizing unpatented par ts
in a patented combinat ion was repair , not  reconstruct ion, even
though the act ivity customized the patented ar t icle by replacing
unworn par ts.
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the Òdisastrous or  even lethal consequencesÓ of patent
infr ingement suits:

[B]usinessmen are cer tainly entit led to know
when they are committing an infr ingement. . . .
But to what avail these congressional precautions
if this Court, by its opinions, would subject small
businessmen to the devastating uncertainties of
nebulous and per missive st andar ds of
infr ingement under which cour ts could impose
treble damages upon them for  making par ts,
distinct, separable, minor  par ts, or  even major
par ts of a combination patent, upon which par ts
no patent has been or  legally could have been
issued.19

The r ight  to repair  depends upon proper  applicat ion
of the Cour tÕs pr ecedents on patent  exhaust ion and
implied license, because the repair  r ight  at taches only
where the product  is subject  to exhaust ion or  the use of
the product  is l icensed.20 Any cur tailment of the scope
of patent  exhaust ion or  impl ied l icense necessar i ly
constr icts the repair  r ight , and substant ially expands a
patent  owner Õs power  to pr eclude other wise lawful
commerce in the repair  of patented ar t icles and the sale
of unpatented components.

19. 365 U.S. at  358-359.

20. See Aro I I , 377 U.S. at 480, in which neither  exhaust ion
nor  implied license just ified repair  to a car  that  had no patent
license to fir st  make or  sell the combinat ion (Òwhen the structure
is unlicensed . . . even repair  const itutes infr ingement .Ó).
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While other  Federal Circuit  decisions hew closely to
the Cour tÕs definit ion of permissible repair ,21 decisions
like Quanta eviscerate the r ight  to repair . I ndeed, the
Federal Circuit  expressly recognized and sanctioned this
anomalous result . M al l i nckrodt  involved a single use
restr ict ion on a medical inhaler  sold to hospitals. The
patent  owner  received payment for  the patented ar t icle
and the hospitals took t it le to the device. Although t it le
passed to the hospital, the patentee marked the inhalers
with the words, Òsingle use only,Ó i .e., a post-sale not ice.
The hospitals provided used devices to Medipar t , which
st er i l ized and r epackaged t hem for  a second use.
The dist r ict  cour t  found this recondit ioning act ivity to
be per missible r epai r  t hat  di r ect l y  inf r inged no
Mallinckrodt patent. Never theless, the Federal Circuit
decr eed the patent  owner  ent it led to j udgment  as a
matter  of law against  the repair  defense if the post-sale
single use rest r ict ion were sustained on remand.22

By giving post-sale restr ict ions pr imacy over  patent
exhaust ion, t he F eder al  Ci r cui t  has r edr awn t he
boundar y between the r ights of  t he publ ic and the
patenteeÕs compet itors to repair  patented ar t icles and
r eplace unpat ent ed component s, and t he r ight  of
patent  owner s to exclude infr inging r econst r uct ion.

21. See cases cited supra at  11-12, n. 11-17.

22. M al l i nckr odt , 976 F .2d at  709. The F eder al  Cir cuit
remanded the case for  considerat ion of whether  the three-word
not ice created a valid post -sale patent  l icense condit ion under
state law, and if  the r est r ict ion against  r euse was within the
patent r ight or  otherwise just ified. I f so, the Federal Circuit  held,
the defendant could be liable for  patent  infr ingement, even for
otherwise lawful repair . The case appears to have been resolved
by sett lement without any fur ther  legal or  factual development.
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M al l i nckrodt through Quanta have reclaimed the r ight
to repair  from the public, and given patent owners a r ight
to file patent  infr ingement  suits against  aftermarket
ser vi ce and r epai r  or gani zat i ons f or  ot her wi se
permissible repair . The Federal Circuit  thus improper ly
has extended patent  protect ion beyond the fir st  sale of
patented ar t icles.

Pr edictably, 23 t he sea change in M al l i nckr odt
spawned more int r usive effor ts by patent  owners to
stymie aftermarket compet it ion for  repair . The case of
Stati c Control  Components, I nc. v. Lexmark I ntÕl, I nc.24

provides an object  lesson in how post-sale restr ict ions
bui l t  upon M al l i nckr odt  openl y  t ar get  l awf ul
compet i t ion, not  compensat ion for  pat ent  r ight s.
L exmark, a computer  pr inter  manufacturer , affixed a
label on the toner  car t r idge box with a purpor ted post-
sale patent  restr ict ion. According to L exmark, the label
r equi r ed t he pur chaser  ei t her  t o r et ur n t he used
car t r idge only to L exmar k for  r emanufactur ing and
recycling or  to throw the car tr idge away. The restr ict ion
prohibited the purchaser  only from giving the empty
car t r idge to thir d par t ies. Thus, the r est r ict ion was
aimed explicit ly at st ifling competit ion from aftermarket

23. See Dawson Chemical Co. v. Rohm & Haas Co., 448 U.S.
176, 190 (1980), descr ibing the r apid adopt ion of condit ional
l icensing, and the ensuing cor r osive effects on commer ce, in
response to Henry v. A.B. Dick Co., 224 U.S. 1 (1912) Ð a result
promptly reversed by the Court in Motion Picture Patents Co. v.
Universal Fi lm Mfg. Co., 243 U.S. at 515.

24. 487 F.Supp.2d 830 (E.D. Ky. 2007). L exmark added claims
for  patent infr ingement against Stat ic Control in addit ion to its
init ial claims for  violations of copyr ight law. Lexmark I ntÕl I nc. v.
Stati c Control Components, I nc., 387 F.3d 522 (6th Cir. 2004).
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companies that  recondit ion and refil l toner  car t r idges.25

L exmar k  sued St at i c Cont r ol , which suppl i ed
nonpatented toner  and par t s used to r epair  empty
car tr idges, and, later , several ÒrechargersÓ that repaired
and r ef i l led empt y t oner  car t r idges. On summar y
judgment , the cour t  found the car t r idge r echar ger s
would have engaged in per missible r epai r  of  t he
car tr idge empt ies but for  the post-sale restr ict ion which
t he cour t , ci t ing M al l i nckr odt , held t o pr eclude
exhaust ion from sale of the car t r idge.26

I n cases such as M al l i nckrodt and Stati c Contr ol in
which post -sale r est r i ct ions t ar get  af t er mar ket
compet itors, nar rowing the exhaust ion and permissible
repair  doctr ines exacts par t icular ly severe penalt ies on
commerce. While repair  and supplies businesses can rely
on patent  marking and published patents to evaluate
whet her  t hei r  act ivi t ies const i t ut e r epair  and not
r econst r uct ion, t hey have no analogous publ i c
informat ion to determine whether  devices are subject
to post-sale restr ict ions. Businesses that  later  upgrade

25. L exmark sold unrestr icted car tr idges at a higher  pr ice.
But, a purchaser  could throw away the empty restr icted car tr idge
without  breaching the post-sale condit ion. Therefore, any pr ice
di f fer ent ial  r ef lect ed t he commer cial  value t o L exmar k of
keeping empties from its competitors, not compensation for  any
patent r ights in the ar t icle itself.

26. The N int h Ci r cui t  in a di f f er ent  case upheld t he
L exmar k label as a valid cont r act  in the context  of Califor nia
unfair  compet it ion and false adver t ising law. The appellant  in
that  case neither  challenged the validity of the M al l i nckr odt
decision nor  contended that L exmark acted outside the scope of
the patent grant. Ar i zona Car tr i dge Remanufacturers AssÕn v.
L exmark I ntÕl  I nc., 421 F.3d 981, 987 (9th Cir . 2005).
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or repair  the computers at issue in Quanta may be unaware
of L GÕs purpor ted downstream restr ict ion against using
non-I ntel par ts. Aftermarket competitors likely never will
see the outer  container  of the or iginal vended item, and
have no informat ion to determine whether  the outer
container  was slapped with a post-sale restr ict ion or
whether such a restriction legally could prevent repair.
Many of these service companies receive empty consumable
ar t icles thr ough inter mediar ies, such as commer cial
brokers and Òcash for  trashÓ char itable dr ives, without any
of the or iginal packaging. For example, charities that collect
ink and toner  car tr idges sell them to brokers who place
the cartr idges on pallets wrapped in plastic, with no or iginal
packaging.

Even if the ar t icles themselves are marked with a
restr ict ive legend, the mere existence of such a ÒnoticeÓ
does not make it per  se valid or  enforceable at law Ð a fact
demonstrated by other, post-Mallinckrodt, Federal Circuit
cases in which near ly identical Òsingle use onlyÓ product
markings were held not to create a restr ict ive patent
license.27 Thus, regardless of whether  consumers and
aftermarket competitors actually see the purpor ted post-
sale notice, they cannot know what r ights they have to
repair  devices they lawfully own. Yet, under the Federal
Cir cui t  decisions, t hese businesses and consumer s
potentially would be subject to suit for patent infr ingement.

27. See, e.g., Kendall  Co. v. Progressi ve M edi cal Tech. I nc.,
85 F .3d at  1575, f inding per missible r epair  by r eplacing with
aftermarket  par ts a pressure sleeve sold in packaging marked
Òfor  single pat ient  use onlyÓ; Sage Prods. I nc. v. Devon I ndus.
I nc., 45 F .3d 1575, 1578 (F ed. Cir . 1995), f inding r epair  by
af ter mar ket  r eplacement  of  used, but  not  spent , container s
marked Òsingle use only.Ó
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Compet itors in supply, repair , and customizat ion
markets need a br ight-line exhaustion test to stimulate
investment and promote lawful commerce. Absent a clear
rule that post-sale restr ict ions sound only in contract, any
business owner  consider ing ent r y int o a r epair  or
customization aftermarket would have to weigh the r isk of
unknowable patent infr ingement liability. This r isk is all
the more acute because many of these businesses begin
life as small, family-owned enterpr ises. I f suppliers and
servicers cannot reasonably assess r isks associated with
their  business plan, the threat of patent infr ingement
lit igat ion Ð with the potent ial for  increased damages,
attorney fee awards, and injunctions Ð will stifle investment
and chill competit ion.28 By contrast, if potential liability is
determined under contract rather than patent law, liability
would lie against those who breach or  tor t iously inter fere
with the contract, but not those who use or repair a patented
device beyond post-sale terms they may never  have seen.

I n sum, the Federal Cir cuitÕs decision in Quanta
encroaches upon the public interest by constr ict ing the
scope of permissible repair , contrary to the patent law
pr ecedent s of  t his Cour t . Rever sal  of  Quanta and
r e-af f i r mance of  t he Cour t Õs long-st anding pat ent
exhaust ion r ule wi l l  pr ovide needed cer t aint y t o
aftermarket repair industries, promote consumer benefits
from competit ion in the supplies market, and reduce the
r isk of unwar r anted patent  infr ingement  l it igat ion Ð
without depr iving the patent owner of its r ight to receive
remuneration upon first sale of a patented invention.

28. This concer n is not  mer ely hypot het ical . Sever al
car tr idge rechargers test ified in Stati c Control  they decided for
that  precise reason not  to repair  or  to stop repair ing L exmark
car t r idges.
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I I I . Proper  I nterpretat ion Of  The F i rst  Sale Doct r ine
M aintains The Crucial  Role Of  Ant i t rust  L aw
Against  Ant i compet i t i ve Commercial  Conduct .

The Federal Circuit  decisions from M al l i nckrodt
through Quanta also upset  the equil ibr ium between
patent  and ant it rust  law. A patent  is an except ion to the
rule against  monopolies; in effect , a limited monopoly
granted to exclude others from manufacture, use, and
sale of an invent ion. See, I l l i noi s Tool  Works I nc. v.
I ndependent I nk, I nc., 547 U.S. 28, 44 (2006), quoti ng
I nternati onal  Sal t Co. v. Uni ted States, 332 U.S. 392,
395 (1947). ÒOne body of  law cr eates and pr otect s
monopoly power  while the other  seeks to proscr ibe it .Ó
Uni ted States v. Westi nghouse Elec. Corp., 648 F.2d 642,
646 (9th Cir . 1981).

Notwithstanding, the Patent Act  does not bestow a
car te blanche pr ivilege to violate the ant it rust  laws. As
an except ion to policies favor ing free compet it ion, the
r ight  to exclude should be construed within the scope of
the patent  grant , but  no fur ther . ÒSince patents are
pr ivileges restr ict ive of a free economy, the r ights which
Congr ess has at t ached t o t hem must  be st r i ct l y
construed so as not  to derogate from the general law
beyond t he necessar y r equir ement s of  t he pat ent
statute.Ó29 I n navigat ing these complementary, often

29. U ni ted States v. M asoni te Cor p., 316 U.S. 265, 279
(1942), ci t i ng Uni ted States v. Uni vi s L ens, decided the same
day. See also, Simpson v. Union Oi l  Co., 377 U.S. 13, 24 (1964)
(ÒThe patent  laws which give a 17-year  monopoly on Ômaking,
using, or  sel l ing the invent ionÕ ar e i n par i  mater i a with the
ant it rust  laws and modify them pro tanto.Ó See also, Square D
Co. v. Niagara Frontier  Tar i ff Bureau, 476 U.S. 409, 421 (1986)
(exemptions from the ant it rust laws are Òstrongly disfavored.Ó).
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conflict ing, policies, the Federal Circuit  holds the patent
monopoly immunizes any ant icompet it ive effects of a
patenteeÕs conduct in all but  three circumstances: (1) the
exclusion misuses or  extends the patent  r ight  beyond
the scope of the patent  gr ant  (e.g., seeking mult iple
royalt ies following the fir st  sale or  tying a patent license
to purchase of unpatented goods); (2) the asser ted patent
was procured by knowing and willful fr aud; 30 or , (3) the
inf r ingement  sui t  is both obj ect ively baseless and
subject ively mot ivated by a desire to impose collateral
ant icompet it ive harm.31 E ach of these r equir ements
erects a high hurdle for  any potent ial ant it rust  claim.

With respect  to the fir st  of the above condit ions, the
Federal Circuit  holds, Ò[s]hould the restr ict ion be found
to be reasonably within the patent  grant , i .e., that  it
relates to subject  mat ter  within the scope of the patent
claims, that ends the inquiry.Ó32 Therefore, the Federal

30. Walker  Process Equi pment I nc. v. Food M achi ner y  &
Chemi cal Corp., 382 U.S. 172 (1965).

31. See, I n  r e: I ndependent  Ser vi ce Or gani zat i ons
Anti tr ust L i t i gati on (CSU et al. v. Xerox Corporati on), 203 F.3d
1322, 1326 (Fed. Cir . 2000), cer t. deni ed 531 U.S. 1143 (Feb. 20,
2001) (ÒI SO Anti tr ust L i t i gati on Ó), quot ing Nobelpharma AB
v. I mplant I nnovati ons I nc., 141 F.3d 1059, 1071 (Fed. Cir . 1998).
I n I SO Ant i t r ust  L i t i gat i on, t he F eder al  Cir cui t  found no
violat ion of the Sherman Act from a unilateral refusal by Xerox
to sell par ts to independent  service organizat ions unless they
also were end-users of the Xerox copiers, on grounds that such a
refusal, regardless of effect  or  mot ivat ion, fell within the scope
of the patenteeÕs exclusive r ights.

32. M al l i nckrodt, 976 F.2d at 708; see also, Vi rgi ni a Panel
Cor p. v. M AC Panel  Co., 133 F .3d 860, 869 (F ed. Cir . 1997).

(ContÕd)
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CircuitÕs view that  a post-sale condit ion on the use or
sale of a patented ar t icle remains within the patent grant,
even though t it le to the ar t icles proper ly passed to the
purchaser , constrains the operat ion of ant it rust  law. By
exempt ing post -sale condit ions fr om exhaust ion, the
Federal Cir cuit  concomitant ly expands the power  of
patent owners to preclude otherwise-lawful compet it ion
and eliminates available ant it r ust  remedies against  a
patenteeÕs otherwise unlawful conduct .33 I f  post -sale
condit ions instead were assessed only under  contract law,
the patent  owner  would r emain f r ee t o pr otect  i t s
interests against  breaches of a valid agreement , but
could not  raise patent  law to shield its ant icompet it ive
conduct.

To illustrate the significance of the patent exemption
in the ant it rust  context, consider  the results in two cases

Compare, Uni ted States v. General  Electr i c, 272 U.S. 476, 489
(1942) (a patentee that has not granted t it le to the patent itself
Òmay grant a license to make, use, and vend ar t icles under  the
specificat ions of his patent for  any royalty, or  upon any condit ion
the per formance of which is reasonably within the reward which
the patentee by the grant of the patent is ent it led to secure.Ó).
The F eder al  Cir cui tÕs for mulat ion in M al l i nckr odt  appear s
nar rowly to focus only on the scope of the claims. Ant icompetit ive
ef fect s also occur  wher e a r est r ict ion st r ays beyond t he
substant ive or  temporal r ights granted under  patent law.

33. See I mage Techni cal Servi ces, I nc. v. Eastman Kodak
Co., 125 F .3d 1195, 1216 (9th Cir . 1997) (ÒNor  does the r ight  of
exclusion [under  patent law] protect  an at tempt to extend a lawful
monopoly beyond t he gr ant  of  a patent . . . . Much depends,
therefore, on the definit ion of the patent grant and the relevant
mar ket .Ó).

(ContÕd)
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involving after mar ket  ser vices in the r epr ogr aphics
indust r y. I n I mage Techni cal  Ser vi ces v. Eastman
Kodak, Kodak adopted policies to depr ive independent
companies of par ts needed to compete for  pr inter  repair
services. The N inth Cir cuit  held KodakÕs desire as a
patent owner  to exclude others was a presumptively valid
business just ificat ion under  ant it rust  law, rebuttable by
evidence that  t he r el iance on the patent  r ight  was
subject ively pretextual. The cour t, however , found ample
evidence of pretext . The patent  just ificat ion played no
par t  in KodakÕs actual decision to withhold sales of par ts,
and the sales ban applied to thousands of par ts though
only 65 wer e pat ent ed. 125 F .3d at  1219-1220.34

A different  result  would have issued from the Federal
Cir cuit . Under  M al l i nckr odt, i t  is ir r elevant  that  a
claimed reliance on the patent  is subject ively pretextual
if the rest r ict ion could be j ust if ied under  the patent
grant. 976 F.2d at 708. The Federal Circuit  reit ified this
holding in I SO Anti tr ust L i t i gati on by reject ing the
N int h Ci r cui t Õs appr oach f r om I mage Techn i cal
Ser vi ces: ÒWe therefore will not  inquire into [the patent
ownerÕs] subject ive motivat ion for  exer t ing his statutory
r ights, even though his r efusal to sell or  l icense his
patented invent ion may have an ant icompet it ive effect ,

34. Kodak had not claimed the r ight to exclude under patent
law as a justification for  its conduct when it init ially sought ear ly
summary judgment against the ISOs. See, Eastman Kodak v. I mage
Technical Services, 504 U.S. at 461; I SO Anti trust L i ti gati on, 203
F.3d at 1327. While there perhaps is some ambiguity whether the
Ninth Circuit would have decided I SO Anti trust L i ti gati on in the
same way as the Federal Circuit , the Federal CircuitÕs explicit
rejection of I mage Technical Services suggests that it would ignore
a whol ly pr etextual  asser t ion of  patent  r ight s so long as a
hypothet ical non-pretextual asser t ion of patent r ights would not
be objectively baseless. 203 F.3d at 1327.
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so long as that  ant icompet it ive effect  is not  il legally
extended beyond the statutory patent grant.Ó 203 F.3d
at 1327-1328.

The Federal Cir cuit  approach to exhaust ion thus
creates fur ther  conflict  with the ant it rust  laws. I f a valid
post-sale restr ict ion is to be enforced under  contract  law
rather  than patent law, a patent owner  cannot seek to
just ify the ant icompet it ive effects of such a rest r ict ion
under  its patent grant. By sweeping post-sale condit ions
within the patent r ight , the Federal Circuit  improper ly
br oadens t he pat ent  owner Õs r ight  t o exclude and
nar rows the field of lawful compet it ion. While post-sale
r est r ict ions seeking mult iple r oyalt ies on the same
ar t icles (as in Quanta) or  pr omot ing sales of  mor e
aftermarket  supplies (as in M al l i nckrodt  and Stat i c
Contr ol) may fur ther  the commercial interests of the
patent owner , profit  maximizat ion is not the ult imate aim
of the patent  laws.35

IV. Exhaust ion Should Apply Also To Method Claims.

Patent owners commonly draft  patent claims to cover
both a device and a method of using the device.36 Method
inventions may be set out in separate patents or  included
as separ ate claims in a device or  system patent . I n
Quanta, for  example, at  least  two of the five patents at

35. See, e.g., M oti on Pi cture Patents Co. v. Uni versal Fi lm
Mfg. Co., 243 U.S. at 510-511.

36. See, e.g., Bandag I nc. v. Al  BolserÕs Ti re Stores, I nc.,
750 F .2d 903, 922 (Fed. Cir . 1984) (not ing it  is ÒcommonplaceÓ
that competent claim draft ing can define the same invention as
apparatus or  methods).
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issue include both system and method claims. 453 F.3d
at 1368. The r ight to repair  would mean lit t le if the owner
of a patent  cover ing a device could sue aftermarket
compet itors based on patent claims cover ing the method
of repair . Therefore, whether  exhaust ion applies also to
method claims is cr ucial  to those who may have to
pr act ice a patented method in the cour se of r epair ,
customizat ion, or  combinat ion of elements.

Federal Circuit  decisions with respect to exhaust ion
of  met hod claims ar e mar ked by inconsist ency in
approach and result . I n Quanta, the Federal Cir cuit
f lat ly pronounces that  Òthe sale of a device does not
exhaust  a patenteeÕs r ights in its method claims.Ó 453
F.3d at  1370. I n Glass Equi p. Dev. I nc. v. Besten, I nc.,
the F eder al Cir cuit  consider ed whether  Òsale of an
unpatented ar t icle grants an implied license to pract ice
one or  more methods claimed in a separate patent .Ó
174 F.3d 1337, 1341 n.1 (Fed. Cir . 1999). The unpatented
ar t i cl e al so had been used by  t he def endant  i n
noninfr inging ways. The Feder al Cir cuit  could have
taken a nar row course and found exhaust ion inapplicable
because of those noninfr inging uses, but  instead held
broadly that sale of unpatented ar t icles does not exhaust
patent  r ights. I d. I n Bandag, the defendant  Bolser
purchased a used t ire recapping machine that  was not
covered by a patent , but  that  pract iced a method patent
owned by Bandag. The cour t  found no implied license
and no exhaust ion because the machine was not  covered
by plaint iff Õs patent  and could have been modified for
use for  noninfr inging purposes.37 750 F.2d at  924-925.

37. Bandag took an unreasonably expansive view of what
const itutes Ònoninfr inging purposesÓ for  purposes of defeat ing

(ContÕd)
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However , it  is unclear  whether  the Bandag holding was
intended as a blanket rule against  exhaust ion or  a fact-
specific finding.

I n at least one post-Bandag case, the Federal Circuit
did f ind method claims exhausted by t he sale of  a
patented ar t icle. H ewlett-Packar d v. Repeat-O-Type
Stenci l  concer ned the after mar ket  modif icat ion and
refil l ing of patented ink-jet  pr inter  car t r idges. After
finding the car tr idge modificat ion constituted repair , the
cour t fur ther  held refilling ink reservoirs did not infr inge
HPÕs process claims. The cour t agreed the process claims
necessar ily were pract iced by refilling the car tr idge, but
held the claims exhausted by the f ir st  sale: Òwhen a
patentee sells a device without condit ion, it  par ts with
the r ight  to enforce any patent  that  the par t ies might
reasonably have contemplated would inter fere with the
use of the purchased device.Ó 123 F.3d at  1455.38

an implied license claim. The cour t  found potent ial noninfr inging
pur poses included modifying the equipment  or  sel l ing it  as a
whole or  as replacement par ts. 750 F .2d at  925. Ami ci  submit
that  t he Ònoninfr inging pur posesÓ standar d should focus on
whether  there exist  reasonable noninfr inging uses of the device
as i s, not  whether  a machine might  be modif ied, r esold, or
disassembled without  infr ingement .

38. The cour t  also found an implied license from exhaust ion
of a patent  that  had both apparatus claims and process claims
cover ing the use of the apparatus. ÒHP Ôauthor izedÕ the pract ice
of any method claims in the Ô295 patent when it  sold the car tr idges
uncondi t ional ly.Ó I d., ci t i ng U ni vi s L ens, 316 U .S. at  249.
Rel iance on Òauthor izat ionÓ is quest ionable for  two r easons.
F ir st , t he F eder al  Cir cui t  blur r ed t he dist inct  concept s of

(ContÕd)

(ContÕd)
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Thus, the Federal Circuit  holding in Quanta that
Òsale of a device does not  exhaust  a patenteeÕs r ights in
its method claims,Ó if accepted at  face value, direct ly
confl icts with the f inding of exhaust ion in H ewlet t -
Packard. The differ ing ar t iculat ions of the applicable
exhaust ion rule fr om Bandag to H ewlett-Packard to
Glass Equi pment to Quanta call out  for  resolut ion by
this Cour t .

The bet t er  r ule should be t hat  exhaust ion of
method claims occurs upon f ir st  sale in at  least  two
circumstances. F irst, author ized sale of a patented ar t icle
(by the patent  owner  or  its l icensee) should exhaust  the
patenteeÕs r ight with respect to any repair  that pract ices
a met hod used t o const r uct  t he ar t i cl e. Second,
author ized sale of a patented ar t icle, or  an unpatented
ar t icle that  necessar ily wil l be used in an infr inging
combinat ion, should exhaust  r ights in any patented
met hod t hat  t he par t ies r easonably  might  have
contemplated would inter fer e with either  r epair  or
combinat ion of  patented and unpatented elements.
F inding exhaust ion in these cir cumstances respects the
policies under lying Uni vi s L ens, i .e., that  exhaust ion
covers not  only the vended ar t icle but  also immanent
uses of the ar t icle cover ed by a patent . As noted in
H ewlett-Packard v. Repeat-O-Type Stenci l, any other
rule would enable a patent  owner  unfair ly to obtain
mult iple royalt ies upon uses of the ar t icle contemplated

exhaust ion and implied l icense. Supr a at  10 n. 9. Second, its
citat ion to Uni vi s L ens is inapt . The Cour t  specif ically noted
that  the allegedly infr inging lens finishers did not  pract ice any
of the patented methods, so did not  need such implied license.
316 U.S. at 246-247.

(ContÕd)
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at  the t ime of sale. Mor eover , any other  r ule would
encourage patentees to evade both the exhaustion and
repair  doctr ines through ar tful claim draft ing.

V. The Cour tÕs Patent  Exhaust i on Rule Remains
Essent ial  To Robust  Commerce.

The Federal Circuit has steered the patent right on a
col l ision cour se with t he law of  patent  exhaust ion,
permissible repair, implied license, and antitrust law. While
re-establishing the pr imacy of this CourtÕs precedents on
patent exhaustion is vital as a matter  of legal doctr ine, it is
equally essential to robust commerce.

Patents are ubiquitous in modern Amer ican life, from
patented carpet fibers under  our  feet each morning to the
toothbrush we use at night, from computers and cell phones
we use at work to electronic enter tainment products we
enjoy at home. Such patents range in impor tance from
fundamental inventions to minor improvements, but the
patent  laws endow each patent  owner  with the same
panoply of r ights.

Because the patent monopoly stands as a government-
granted exception to laws promoting open commerce and
fair  compet it ion, decisions that  expand patent  r ights
necessar ily limit free commerce by others. I t  therefore is
essential that the r ights of patent owners be limited to those
enumerated in the Patent Act. Consumers with tit le to the
patented goods must have a r ight to resell, reuse, and repair
them. Companies that compete against the patent owner
must have the r ight to compete for  the sale of supplies and
the provision of services that do not reconstruct or  practice
the patented invention.
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Consumers need to understand their  full panoply of
r ights upon obtaining t it le to the proper ty they buy.
As this Cour t  noted in a r elated context , total  cost
information in the hands of the purchaser  suppor ts robust
competit ion in both pr imary markets and aftermarkets,
while imperfect information tends to be exploited by would-
be af t er mar ket  monopol ist s.39 The F eder al  Cir cuit
impr imatur  on post -sale patent  r est r ict ions depr ives
consumers of key information at the t ime of purchase as to
the costs of repair  and upgrade, thereby abett ing unfair
competition in contravention of sound economic policy.

I ncreasingly in modern commerce, sellers attach post-
sale adhesion contracts such as shr ink-wrap and electronic
click-wrap agreements to goods sold and services delivered
to individual and business consumer s. Yet , t odayÕs
elect ronic commerce also affords consumers greater
oppor tunit ies to r esell and r epair  their  goods. Used
products from small auto par ts to the cars and trucks
themselves are sold and resold directly to other consumers
through electronic commerce sites such as ebay.com and
CraigÕs L ist  (not  just  through t radit ional Òbr ick-and-
mortarÓ stores). Any post-sale restr ict ion that depr ives
consumers of their  r ight to repair  or  resell ar t icles r ipples
through this downstream economy. Modern commerce will
be better  served if patent r ights are defined before t it le
passes and exhausted upon f ir st  sale, and post -sale
restr ict ions are subject only to contract remedies and
antitrust defenses.

39. See, Eastman Kodak v. I mage Techni cal  Servi ces, 504
U.S. at  473-476, descr ibing how the difficulty of ascer taining total
cost  of owner ship at  the t ime of pur chase r ender s end user s
vulnerable to supracompet it ive pr icing.
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As a mat ter  of public policy, lawful after mar ket
commerce thr ives only if the patent  exhaust ion doctr ine
leaves room for  robust  compet it ion, and consumers and
compet itors can know in advance whether  their  conduct
is lawful. Without  a clear  def init ion of the r ight  to
compete post-sale, the law leaves insufficient  incent ive
to invest  in pr oducts and ser vices that  complement
patented goods without  infr inging the patent  r ight .

Similar ly, commerce will benefit  from a clear  rule
that  the sale of a patented ar t icle also exhausts any
method patent  t o r epair  or  use that  ar t icle for  i t s
reasonably contemplated purposes. Where the patent
owner  produces an ar t icle using a par t icular  method, or
where repair  of the ar t icle reasonably contemplates the
use of the patented method, compensation upon first  sale
of the ar t icle inherent ly covers the method as well as
the apparatus claims. To hold otherwise enables the
patent  owner  unfair ly to extract  mult iple payments for
acts reasonably contemplated within the init ial sale. By
grant ing such addit ional leverage to the patent owner ,
the Federal Circuit  creates anomalous results such as in
Quanta, where those who paid compensat ion for  licensed
ar t icles have no r ight  to use them for  their  intended
purpose. Clar ifying that exhaust ion of the vended ar t icle
also exhausts method patents cover ing r easonably
contemplated uses will provide much-needed cer tainty
to licensees and to aftermarket  compet itors.

From the mid-19th century through Uni vi s L ens, the
Cour t  defined in the exhaust ion doctr ine a clear  line of
demar cat ion between patent  r ights and commer cial
freedom. Businesses and consumers will benefit  from
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reaffirmat ion of the Cour tÕs br ight-line rule that  patent
r ights and patent  infr ingement suits cannot  be revived
by post-sale condit ions, for  both apparatus and method
patent claims.

CONCLUSI ON

The decision of the Federal Circuit should be reversed.
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