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The Question 

Is a contract-based restriction on a patented 
product following an authorized first sale of the 
product enforceable through a breach of 
contract remedy? 
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Talk Summary 

  The authorized first sale of a patented product exhausts 
patent infringement remedies 

  There is significant doubt as to whether patent infringement 
remedies can be preserved through conditioning the sale 

  The question of whether post-sale restrictions can be 
enforced through breach of contract remedies has not been 
resolved by the U.S. Supreme Court 

  Nonetheless, the weight of the evidence indicates that at least 
some post-sale restrictions are enforceable through breach of 
contract remedies 
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Seller/Buyer Arrangement: Scenario #1 

Patent Holder/Seller 
Sale 

Buyer 
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Seller/Buyer Arrangement: Scenario #1 

Adams v. Burke, U.S.S.C. (1873)  AS/PE/RU 

Keeler v. Standard Folding-Bed, U.S.S.C. (1895)  AS/PE/RU 

Henry v. A.B. Dick, U.S.S.C. (1912)  AS(C)/No PE/RE  
overruled by Motion Picture Patents, U.S.S.C. (1917) 

Bauer/Straus/Boston Store, U.S.S.C. (1913/1917/1918)  AS/PE/RU 

Mallinckrodt v. Medipart, Fed.Cir. (1992)  AS(C)/No PE/RE 
overruled (?) by Quanta, U.S.S.C. (2008) 

Patent Holder/Seller 
Sale 

Buyer 
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Seller/Buyer Arrangement: Scenario #2 

Patent Holder 
Licensee/ 
Manufacturer/ 
Seller 

License 

Buyer 
Sale 
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Seller/Buyer Arrangement: Scenario #2 

Mitchell v. Hawley, U.S.S.C. (1872)  IS/No PE/RE  

Motion Picture Patents v. Universal Film, U.S.S.C. (1917)  AS/PE/RU 

General Talking Pictures v. Western Elec., U.S.S.C. (1938)  IS/No PE/RE  

U.S. v. Univis Lens, U.S.S.C. (1942)  AS/PE/RU 

Quanta v. LG Electronics, U.S.S.C. (2008)  AS/PE/RU 

Buyer Patent Holder 
Licensee/ 
Manufacturer/ 
Seller 

License Sale 
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Types of Restrictions 

  Use restriction – no reuse, use for certain purposes only, use 
only with certain products and not others 

  Territorial restriction – resale only within one region and not 
another  

  Customer restriction – resale only to a certain type of 
customer  

  Tying obligation – sale conditioned on the subsequent 
purchase of another product  

  Resale price restriction – restriction on price at which product 
can be resold  

  Payment obligation – payment required for post-sale use or 
on resale 
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Quanta Holding 

The authorized first sale of a patented product 
exhausts patent infringement remedies 
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Quanta Casts Doubt on Mallinckrodt’s 
Conditioned Sale Doctrine 

It is doubtful that patent infringement remedies 
following the authorized first sale of a patented product 
can be preserved through conditioning the sale 
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Quanta Did Not Resolve the Question 
Regarding Contract Damages 

Quanta v. LGE – U.S. Supreme Court (2007) – Footnote 7  

“We note that the authorized nature of the sale to Quanta does not 

necessarily limit LGE’s other contract rights.  LGE’s complaint does not 

include a beach-of-contract claim, and we express no opinion on whether 

contract damages might be available even though exhaustion operates 

to eliminate patent damages.  See Keeler v. Standard Folding Bed Co., 

157 U.S. 659, 666 (1895) ….” 
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Is Any Post-Sale Restriction on Buyer 
Enforceable? 

  Under patent laws  
–  Impermissible attempt to contract-around patent exhaustion 

–  Patent misuse 

–  Conflict with other goals or objectives of patent laws 

  Public policy against restraints on alienation or 
restraints of trade 
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Not an Impermissible Attempt to 
Contract-Around Patent Exhaustion 

“… [W]e think it follows that one who buys patented articles of 

manufacture from one authorized to sell them becomes possessed of an 

absolute property in such articles, unrestricted in time or place.  Whether 

a patentee may protect himself and his assignees by special contracts 

brought home to the purchasers is not a question before us, and upon 

which we express no opinion.  It is, however, obvious that such a 
question would arise as a question of contract, and not as one 
under the inherent meaning and effect of the patent laws.”  Keeler v. 

Standard Folding-Bed Co., 157 U.S. 659, 666 (1895). 
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Not Patent Misuse 

  Patent misuse is conduct by a “patentee [that] has impermissibly 
broadened the ‘physical or temporal’ scope of the patent grant with 
anticompetitive effect.”  Virginia Panel, 133 F.3d 860, 868 (Fed. Cir. 
1997), quoting Windsurfing, (Fed. Cir. 1986), quoting Blonder-
Tongue Lab. (U.S.S.C. 1971). 

  U.S. Supreme Court Precedent 
–  Motion Picture Patents (1917)  

–  Automatic Radio (1950) / Zenith Radio (1969)  

–  Brulotte (1964)  

  Federal Circuit Case Law  

  35 U.S.C. § 271(d)(5) 
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Not Otherwise Preempted Under Federal 
Patent Laws 

  Implied Interference Preemption of State Law by Federal Law - 
where state “law stands as an obstacle to the accomplishment and 
execution of the full purposes and objectives of Congress”  Hines v. 
Davidowitz, 312 U.S. 52, 67 (1941) 

  Relevant Federal Patent Law Objective – “after the expiration of a 
federal patent, the subject matter of the patent passes to the free use 
of the public”  Bonito Boats, 489 U.S. 141, 152 (1989) 

  Supreme Court Precedent 
–  Keeler quote   

–  Brulotte holding  

  Copyright Analogy – legislative history of the Copyright Act’s first 
sale doctrine, 17 U.S.C. § 109(a) 
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Not Against Public Policy 
  “[I]t is not competent for the owner of a patent … to send its 

machines forth into the channels of trade of the country subject to 
conditions as to use or royalty to be paid …. The patent law furnishes 
no warrant for such a practice, and the cost, inconvenience, and 
annoyance to the public which the opposite conclusion would 
occasion forbid it.”  Motion Picture Patents, 243 U.S. 502, 516 (1917) 

  U.S. Supreme Court Precedent Regarding Vertical Non-Price 
and Price Restraints; Move from Per Se Illegality to Rule of 
Reason Analysis 
–  GTE Sylvania (1977) overrules Schwinn (1967)  

–  Khan (1997) overrules Albrecht (1968)  

–  Leegin (2007) overrules Dr. Miles (1911)  

  Case Law Enforcing Personal Property Servitudes 
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Case-By-Case Analysis Required 

“[E]xpress conditions accompanying the sale … of a patented product … 

are contractual in nature and are subject to antitrust, patent, contract and 

any other applicable law, as well as equitable considerations such as 

patent misuse ….  Accordingly, conditions that violate some law or 

equitable consideration are unenforceable.  On the other hand, violation 

of valid conditions entitles the patentee to a remedy for … breach of 

contract.”  B. Braun Medical v. Abbott Labs., 124 F.3d 1419, 1426 (Fed. 

Cir. 1997). 
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Case-By-Case Analysis Required 

“[E]xpress conditions accompanying the sale … of a patented product … 

are contractual in nature and are subject to antitrust, patent, contract and 

any other applicable law, as well as equitable considerations such as 

patent misuse ….  Accordingly, conditions that violate some law or 

equitable consideration are unenforceable.  On the other hand, violation 

of valid conditions entitles the patentee to a remedy for either patent 

infringement or breach of contract.”  B. Braun Medical v. Abbott Labs., 

124 F.3d 1419, 1426 (Fed. Cir. 1997). 
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END 
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