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(a) In General.—

(1) Contents.—

Every patent shall contain a short title of the invention and a grant to
the patentee, his heirs or assigns, of the right to exclude others

from making, using, offering for sale, or selling the invention
throughout the United States or importing the invention into
the United States, and, if the invention is a process, of the right to
exclude others from using, offering for sale or selling throughout the
United States, or importing into the United States, products made by
that process, referring to the specification for the particulars thereof.

Morgan Lewis ©



Arguments against International Exhaustion

o A domestic sale triggers exhaustion because the sale compensates the
patentee for surrendering their rights under 35 U.S.C. §154(a).

o A foreign sale is different. The Patent Act does not give patentees
exclusionary powers abroad. Without those powers, a patentee selling in
a foreign market may not be able to sell its product for the same price
that it could in the United States, and therefore is not sure to receive
“the reward guaranteed by U. S. patent law.”

o Absent that reward, there should be no exhaustion. In short, there is no
patent exhaustion from sales abroad because there are no patent rights
abroad to exhaust.
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Express-Reservation Rule

e In the 1890s, two circuit courts did hold that patentees may use express
restrictions to reserve their patent rights in connection with foreign sales.
And in 2001, the Federal Circuit adopted its blanket rule that foreign sales do
not trigger exhaustion, even if the patentee fails to expressly reserve its rights.

e Exhaustion does not arise because of the parties’ expectations about how sales
transfer patent rights. Instead, exhaustion occurs because, in a sale, the
patentee elects to give up title to an item in exchange for payment.
Allowing patent rights to stick remora-like to that item as it flows through the
marketwould violate the principle against restraints on alienation.

e Exhaustion does not depend on whether the patentee receives a premium for
selling in the United States, or the type of rights that buyers expect to receive.
As a result, restrictions and location are irrelevant; what matters is the

patentee’s decision to make a sale.
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Jazz Photo v. ITC (Fed. Cir. 2001)
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(a) In General.—

(1) Contents.—

Every patent shall contain a short title of the invention and a grant to
the patentee, his heirs or assigns, of the right to exclude others

from making, using, offering for sale, or selling the invention
throughout the United States or importing the invention into
the United States, and, if the invention is a process, of the right to
exclude others from using, offering for sale or selling throughout the
United States, or importing into the United States, products made by
that process, referring to the specification for the particulars thereof.
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17 U. S. C. §109(a) First Sales Doctrine

Limitations on exclusive rights:
Effect of transfer of particular copy or phonorecord

(a)Notwithstanding the provisions of section 106(3), the owner of a
particular copy or phonorecord lawfully made under this title ... is
entitled ... to sell or otherwise dispose of the possession of that

copy or phonorecord.
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Kirtsaeng v. John Wiley & Sons, Inc. (U.S. 2013)

e The text of §109(a) neither “restrict[s] the scope of [the] *first sale’
doctrine geographically,” nor clearly embraces international exhaustion.

e The first sale doctrine originated in “the common law’s refusal to
permit restraints on the alienation of chattels” and "common-
law doctrine makes no geographical distinctions.” Thus, “a
straightforward application” of the first sale doctrine required the
conclusion that it applies overseas.

e Thus, “first sale’ [rule] applies to copies of a copyrighted work lawfully
made [and sold] abroad.”
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Impression products v. Lexmark Intern? (U.S. 2016)

e Applying patent exhaustion to foreign sales is just as straightforward.
Patent exhaustion, too, has its roots in the antipathy toward restraints
on alienation ... and nothing in the text or history of the Patent Act
shows that Congress intended to confine that borderless common law
principle to domestic sales.

e There is a “historic kinship between patent law and copyright
law” and the bond between the two leaves no room for a rift on the
question of international exhaustion.
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Impression products v. Lexmark Intn7 (U.S. 2016)

e Exhaustion is a separate limit on the patent grant, and does not depend on the
patentee receiving some undefined premium for selling the right to access the
American market. A purchaser buys an item, not patent rights. And
exhaustion is triggered by the patentee’s decision to give that item up and receive
whatever fee it decides is appropriate “for the article and the invention
which it embodies.”

e The patentee may not be able to command the same amount for its products
abroad as it does in the United States. But the Patent Act does not guarantee a
particular price, much less the price from selling to American consumers. Instead,
the right to exclude just ensures that the patentee receives one reward—of
whatever amount the patentee deems to be “satisfactory compensation,” for
every item that passes outside the scope of the patent monopoly.
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Aro Mfq. v. Convertible Top Replacement (U.S. 1964)

The decisions of this Court require the conclusion that reconstruction of a patented
entity, comprised of unpatented elements, is limited to such a true reconstruction
of the entity as to "in fact make a new article," after the entity, viewed as a
whole, has become spent. In order to call the monopoly, conferred by the patent
grant, into play for a second time, it must, indeed, be a second creation of
the patented entity. ...Mere replacement of individual unpatented parts, one at
a time, whether of the same part repeatedly or different parts successively, is no
more than the lawful right of the owner to repair his property. Measured by this
test, the replacement of the fabric involved in this case must be characterized as
permissible "repair," not "reconstruction.”
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Contractual Remedy

Contractual Restrictions: Patent holders can use contractual restrictions to impose
restrictions on downstream buyers. For example, patent holders can impose resale price
maintenance (RPM) agreements, non-resale clauses, or territorial restrictions in
contracts with distributors. Violations can result in breach of contract litigation, allowing the
patent holder to seek damages or terminate agreements with those engaging in parallel
imports.

Differentiated Product Offerings: Another common strategy is to sell slightly different
versions of the same product in different regions. These variations can be subtle, such as
different packaging, features, or even warranties. The goal here is to discourage parallel
imports by making products intended for one market less appealing in another. For example, a
product sold in Europe may have specific features or warranties that differ from those sold in
the U.S., making the parallel-imported version less attractive to consumers in the destination
market (i.e. iPhone)
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Limits on Contractual Remedy

1. Reseller Non-compliance: Once a product has been sold, it can change
hands several times, often through unauthorized resellers who are not parties to
the original contract. These resellers are not bound by the initial agreement and may
disregard the restrictions on resale or territory. Legal action against these resellers
can be difficult.

2. Difficulty in Policing Sales Channels: Contractual restrictions on resale often
rely on the assumption that the patent holder can monitor and control the entire
distribution chain. However, in practice, it can be nearly impossible to track how
products flow through global supply chains, especially when unauthorized or
third-party distributors are involved. Even if the original seller abides by the contract,
products can still be sold to intermediaries who violate those terms. Policing such
behavior, especially on a global scale, requires significant resources and cooperation
from various actors in the supply chain.
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Limits on Contractual Remedy

3. Consumer Rights and Trade Policies: Many jurisdictions prioritize consumer
rights and free trade policies over enforcing resale restrictions. For example, under
the World Trade Organization's (WTO) Trade-Related Aspects of
Intellectual Property Rights (TRIPS) agreement, some countries may limit the
extent to which patent holders can enforce resale restrictions. Similarly, anti-
competitive practices, such as resale price maintenance or territorial
restrictions, may be viewed as anti-competitive and thus unenforceable under local

competition law.
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