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INTEREST OF AMICUS CURIAE!

InterDigital, Inc. is a Pennsylvania corporation
with headquarters in Wilmington, Delaware. It was
founded in 1972 with the objective of developing new
and innovative wireless technologies. It became a pub-
licly traded company in 1981, and is now a significant
commercial research and engineering organization.
InterDigital, Inc. and its affiliates (hereinafter “Inter-
Digital”) have approximately 350 employees, about
half of whom are engineers.

For over four decades, InterDigital has been a
pioneer in mobile technology and a key contributor to
global wireless standards. InterDigital does not man-
ufacture devices; instead it has chosen to focus on inno-
vation through advanced research, often collaborating
or partnering with other research-focused organiza-
tions on specific projects. InterDigital’'s R&D efforts
have resulted in the company owning a portfolio of
approximately 20,000 patents and patent applications,
spanning some 50 jurisdictions worldwide, over 85%
of which were developed in-house. The primary source
of InterDigital’s revenue comes from the royalties
received from licensing its worldwide portfolio of pat-
ents developed by the company’s scientists and en-
gineers. InterDigital’s past and current licensees have

1 The parties have consented to the filing of this amicus brief.
No counsel for a party authored this brief in whole or in part. No
party, counsel for a party, or any person other than amicus and its
counsel made a monetary contribution intended to fund the prep-
aration or submission of this brief. The parties were given timely
notice of intent to file this brief.
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included prominent companies in the mobile wireless
space, such as Apple, Samsung, Sony, Panasonic, RIM/
Blackberry, HTC, Sanyo, NEC, and Sharp. InterDigital’s
constant commitment to innovation, and its particular
focus on developing new and innovative wireless tel-
ecommunication standards, has benefitted markets,
technology, and consumers around the globe.

InterDigital’s experience in licensing a large
global patent portfolio comprised of patents from many
countries around the world gives it a unique perspec-
tive on the issues of international exhaustion raised in
this appeal. The well-understood default rule is that
foreign sales do not exhaust a domestic U.S. patent.
Patent rights are territorial, and industry patent li-
censing practices reflect this fact. A new regime of
international patent exhaustion would introduce sig-
nificant uncertainty into established licensing prac-
tice, and, in its most extreme form, would have the
potential to allow foreign countries to dismantle U.S.
patent protection and eviscerate intellectual property
rights held by U.S. companies. The United States has
a strong interest in preventing foreign interference in
the operation of its laws, and the presumption against
international exhaustion of U.S. patents should be
maintained.

¢

SUMMARY OF ARGUMENT

Exhaustion of U.S. patents does not occur upon
a sale made outside the United States. A regime of
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international patent exhaustion would contravene the
presumption against extraterritoriality that exists in
patent law. The territorial nature of patent laws allows
individual countries to exercise sovereignty in deter-
mining the nature and extent of the exclusive rights
granted to patent owners. Undermining the rule
against international patent exhaustion has the poten-
tial to significantly interfere with national sovereignty,
allowing foreign countries to exercise unwarranted
control over U.S. patent rights, to the detriment of U.S.
patent owners and the nation’s innovation economy.
It would be imprudent to venture down a path that
could give foreign countries — which may be economic
competitors at best and hostile adversaries at worst
— the ability to dictate terms on which patented
goods can be imported into and sold in the United
States.

Further, the Court’s ruling in this case should be
limited to the factual situation presented: a sale of a
product made by the patent owner with license re-
strictions of the type imposed by Lexmark. In particu-
lar, the situation where the seller of a patented product
is not the patent owner but rather a licensee of the
patent owner is not presented in this appeal. There are
many possible permutations of situations in which a
foreign sale by a party who is not the patent owner
may or may not be considered to be “authorized” by the
patent owner, or may be authorized only to a certain
extent. These factual circumstances are not before the
Court, and a ruling in this case should be carefully
tailored to avoid unintended and unwarranted effects
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on how its holding could be said to apply in other situ-
ations.

¢

ARGUMENT

I. U.S. Patent Law Does Not Have Extraterri-
torial Effect

The U.S. Patent Act does not have exterritorial ef-
fect, a legal principle that has been repeatedly con-
firmed in case law. Deepsouth Packing Co. v. Laitram
Corp., 406 U.S. 518, 531 (1972), superseded by statute
on other grounds, Patent Law Amendments Act of
1984, Pub. L. No. 98-622, 98 Stat. 3383, as recognized
in Microsoft Corp. v. AT&T Corp., 550 U.S. 437 (2007);
Carnegie Mellon Univ. v. Marvell Tech. Group Ltd., No.
2014-1492, 2015 U.S. App. LEXIS 13622, at *52 (Fed.
Cir. Aug. 4, 2015) (“the patent laws, like other laws, are
to be understood against a background presumption
against extraterritorial reach.”). By its express terms,
the Patent Act is applicable “within the United States.”
35 U.S.C. § 271(a). Thus, courts have been clear that
U.S. patents do not have extraterritorial effect, and
U.S. patent law generally does not provide for infringe-
ment liability for sales, manufacture, or use of the
patented invention wholly outside the United States.

In light of the presumption against extraterritori-
ality, it would be inconsistent to introduce a rule of in-
ternational patent exhaustion in the case of sales
outside the United States made by the patentee. Be-
cause a patentee is not entitled to obtain damages for
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infringement of U.S. patents based on entirely foreign
activities, a foreign sale by the patent owner should not
exhaust U.S. patent rights. See AIPLA Br. at 24 (“If a
claim of infringement of a U.S. patent does not apply to
extraterritorial uses, and the patentee is not entitled
to receive a royalty under the U.S. patent for a non-U.S.
sale, then an extraterritorial sale by the patentee can-
not eviscerate its U.S. patent rights by triggering ex-
haustion.”). U.S. patent laws are not applicable to
foreign sales, so foreign sales by the patentee should
not exhaust U.S. patent rights.

Under the Paris Convention, each country’s patent
system is distinct, and may provide for different rights
and remedies. Resp. Br. at 41-42. The territorial nature
of patent laws significantly affects how patent owners
develop their portfolios. In order to obtain patent pro-
tection across jurisdictions, patent owners often apply
for and obtain patents in multiple countries. This is
true for InterDigital, which owns patents and patent
applications in over 50 countries. In the case of a
patent owner with a large portfolio of patents issued in
dozens of countries, a sale by the patent owner in one
country should not presumptively exhaust anything
more than patent rights granted in the country where
the sale occurred, to the extent provided for in that
country’s law. While a patent owner may choose to
grant broader geographical rights in connection with a
foreign sale (such as a right of U.S. importation), it
should not be deemed to have done so absent express
evidence that such a grant was intended.
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InterDigital agrees with the position of the Gov-
ernment in its amicus brief that patent laws are terri-
torial, and that international exhaustion is therefore
not automatically triggered by a foreign sale by a
patent owner. U.S. Br. 2-3; 31-32. However, the United
States’ position that international exhaustion should
be presumed unless the patent holder reserves U.S.
patent rights is not well supported. Id. at 23. Rather,
the presumption should be against international ex-
haustion in the case of a foreign sale, except where the
patent holder has evidenced an intention to affirma-
tively grant U.S. patent rights. The rule proposed by
the Government would not be consistent with the pre-
sumption against extraterritorial application of U.S.
patent laws. See Resp. Br. 55-56. Moreover, there are
sure to be many existing agreements where sellers of
goods have not expressly reserved U.S. patent rights in
the context of foreign sales, because no such reserva-
tion has previously been required to prevent exhaus-
tion. Such a rule certainly should not be applied after
the fact.

Instituting a new rule of international patent ex-
haustion would also upset the settled expectations of
U.S. companies that have conducted their businesses,
and negotiated countless agreements, based on exist-
ing law that does not recognize international exhaus-
tion. InterDigital has operated its business, including
decisions about foreign patent filings, based on the pre-
sumption against extraterritoriality and the expecta-
tion that foreign sales do not exhaust U.S. patent
rights. Other amici have also emphasized the ways in
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which U.S. companies have structured their business
dealings in reliance on the law that foreign sales do not
exhaust U.S. patents, and the important policy consid-
erations that are effected by this rule. Licensing Execs.
Soc’y Br. 14-15, ATPLA Br. 27-28. As noted by Lexmark,
the Court “should be wary of upsetting settled expec-
tations.” Resp. Br. at 24.

II. A Broad and Unconstrained Rule of Interna-
tional Exhaustion Threatens to Give For-
eign Countries Unprecedented Control over
U.S. Patent Rights

Certainly, foreign countries should not be permit-
ted to unilaterally dictate when products made abroad
can be imported and sold in the United States under
the U.S. patent law, and under what terms. Yet the
most extreme formulations of international exhaus-
tion have the potential to bring about exactly this re-
sult.

The following example illustrates the dangers of
a broad and unconstrained rule of international ex-
haustion. Assume that a foreign country decides that
a particular product is important to its economic or
other national interests, and that its local industry for
that product must be protected. The foreign country
therefore provides in its laws (whether by legislation,
executive action, regulatory proceedings, or judicial de-
cisions) that local manufacturers in that country are
entitled to free or nominal-cost licenses for all neces-
sary rights to make and sell the product at issue. The
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foreign country then declares that companies, includ-
ing U.S. companies, must grant free or nominal-cost li-
censes to local manufacturers under their patents in
that country.

Sales made under such licenses could hardly be
considered “authorized” sales that could exhaust U.S.
patent rights. At most, such a law could affect only lo-
cal patent rights granted in that foreign country. Yet
the most extreme formulations of international ex-
haustion, to the effect that “all authorized sales any-
where should always result in exhaustion,” could be
seen to sweep in sales made under such circumstances.
This could not possibly be a proper application of U.S.
patent exhaustion. Such a result would not only be con-
trary to law, but would seriously harm U.S. interests by
handing over control of U.S. patent law to foreign pow-
ers that have every incentive to support their own in-
terests over those of the United States. A broad-based
rule of international patent exhaustion for U.S. patents
would open the floodgates for foreign countries seeking
to advantage their local industries at the expense of
U.S. patent owners.

Further, if foreign sales occurring under the cir-
cumstances in this example were to be deemed to trig-
ger U.S. patent exhaustion, then U.S. companies
owning foreign patents would be placed in an untena-
ble position. They could either (1) run the risk that for-
eign governments will devalue not only their foreign
patents, but will effectively destroy their U.S. patent
protection as well by providing for nominal-royalty
or royalty-free licenses for foreign sales that would
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exhaust U.S. patent rights; or (2) refrain from filing for
patents in foreign countries, and divest or abandon the
foreign patents they currently own, in order to avoid
such an outcome. Discouraging U.S. companies from
protecting their inventions abroad would be incompat-
ible with sound U.S. economic policy, which should seek
to strengthen U.S. business and the ability of U.S. com-
panies to compete internationally.

Recent actions by some countries demonstrate
that such concerns are not merely theoretical. Coun-
tries such as Brazil, Thailand, and India have required
compulsory licenses for certain pharmaceutical patents
and/or enacted limits on patent protection for pharma-
ceuticals. See Donald Harris, TRIPS After Fifteen
Years: Success or Failure, as Measured By Compulsory
Licensing, 18 J. Intell. Prop. L. 367 (2011). In the mo-
bile wireless space, InterDigital has experienced legal
actions in foreign countries that have used local laws
in an effort to significantly devalue its patents issued
in those countries. Developing countries in particular
often have legal systems and/or governments that do
not apply Western standards of due process, do not
have an independent judiciary, do not value or enforce
intellectual property rights to the same degree as in
the United States or other developed countries, and do
not respect intellectual property rights held by U.S.
companies. As a result, foreign governments have the
ability to control terms of sale occurring in their coun-
tries, in ways that are thoroughly inconsistent with
U.S. legal principles.
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The court of appeals correctly recognized this dan-
ger in rejecting the position expressed by the Govern-
ment in its amicus brief that exhaustion from foreign
sales should always occur unless the patent owner ex-
pressly reserves its U.S. patent rights:

A U.S. patentee that wishes to reserve its U.S.
rights may not be able to do so. For a foreign
sale, the required reservation is an act in a
foreign country. And the foreign sovereign, or
local governments in the country, may pro-
hibit sellers from stating reservations of
rights that would make importation into and
sale in the United States more difficult.

Lexmark Int’l, Inc. v. Impression Prods., 816 F.3d 721,
772-773 (Fed. Cir. 2016). Because this Court’s prece-
dent strongly disfavors “projecting U.S. patent rights
into foreign sovereigns’ territories,” the court of ap-
peals concluded that “we correspondingly reject the

claims of others to such control over our markets.” Id.
at 773.

Notably, the Government’s position requiring res-
ervation of U.S. patent rights in order to avoid exhaus-
tion is supported by Huawei Technologies, a large
Chinese manufacturer of electronics products head-
quartered in Shenzhen, China. Huawei Br. at 1. In its
amicus brief, Huawei echoed the Government’s argu-
ment: “While it is reasonable to treat an unconditional
foreign sale as implicitly exhausting U.S. patent rights,
patentees should be able to preserve those rights with
an express reservation.” Id. at 10. Yet, Huawei offers
no response to the concern identified by the court of



11

appeals that a local government in a foreign country
could seek to forbid such reservations of rights for sales
occurring within its borders.

If sales mandated by foreign governments, which
may have interests antagonistic to those of the United
States, were allowed to have exhaustive effect on U.S.
patent rights, it would be tantamount to handing over
the crown jewels of America’s innovation economy to
foreign interests. The territorial nature of patent law
does not permit such a result, and in no event should
international exhaustion be used as a stepping stone
on this dangerous path.

III. Kirtsaeng Is Not On Point

The Court’s Kirtsaeng decision is not on point.
Kirtsaeng v. John Wiley & Sons, Inc., 133 S.Ct. 1351
(2013). The copyright first sale doctrine is distinct from
the patent exhaustion doctrine, and a foreign sale of
a particular copy of a copyrighted work need not be
subject to the same treatment as a foreign sale of an
article embodying a patent. In Kirtsaeng, the Court
addressed statutory construction of 17 U.S.C. § 109,
which codified the copyright first sale doctrine. By con-
trast, patent exhaustion is a judicially created doctrine
and is not subject to the statutory interpretation the
Supreme Court undertook in Kirtsaeng. The Patent Act
also includes express territorial language limiting its
application to activities “within the United States,”
while this geographical language is absent from the
relevant provisions of the Copyright Act. 35 U.S.C.
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§ 271(a). International treaties also demonstrate the
differences between copyright and patent in their in-
ternational application. See Resp. Br. at 48 (noting that
Berne Convention copyright treaty largely harmonizes
copyright protection across member countries).

A more relevant case concerning the treatment of
foreign sales under the patent law, with its presump-
tion against extraterritoriality, is the Court’s decision
in Boesch v. Graff, 133 U.S. 697 (1890). In that case, the
sale of a patented article in Germany did not exhaust
U.S. rights. As noted by Lexmark, Boesch recognized
“the distinct nature of U.S. and foreign patent rights.”
Resp. Br. at 50. The Court’s recognition that the sale in
Germany was not “under a United States patent”
demonstrates that the important distinctions among
the patent laws of each country must be maintained in
analyzing the effect of a sale on U.S. patent rights. A
foreign sale should not be presumed to be “under a
United States patent,” and should not be found to in-
clude U.S. patent rights, except under factual circum-
stances demonstrating that the patent owner intended
such a result. Further, Boesch applied a restraint un-
der U.S. patent law against the free importation of
goods lawfully acquired abroad. To the extent Impres-
sion Products and its amici seek to extend Kirtsaeng
into the patent realm in support of a principle that no
downstream restraints on importation or sale can be
imposed on lawful purchasers, such a result cannot be
reconciled with Boesch.
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IV. A Rule of International Exhaustion Based
on Foreign “Authorized” Sales Would Be
Overbroad and Incorrect

The facts of Boesch also highlight that there are
many ways in which a sale might be characterized as
an “authorized” sale. To the extent Impression and its
amici argue that any “authorized” foreign sale exhausts
U.S. patent rights, this formulation is unworkable be-
cause of the imprecision of the term “authorized,” and
it is also overbroad and inconsistent with established
law.

It is clear that a foreign sale cannot be considered
“authorized” where it is non-infringing simply because
the sale occurs outside U.S. territory where U.S. patent
rights do not apply. Kirtsaeng rejected this proposition
in the context of copyright law, finding that “pirated”
foreign sales do not trigger the copyright first sale
doctrine. Kirtsaeng, 133 S.Ct. at 1361. Accordingly,
Kirtsaeng would provide no support for such a theory.
A purchaser of a copy of a pirated work sold in a foreign
country is not free to distribute that copy in the United
States in derogation of the rights of the U.S. copyright
owner.

In the case of patent law, as reflected in the facts
of Boesch, foreign patent law may provide that sales in
a foreign country are non-infringing (e.g., pursuant to
the “prior use” rights in Germany at issue in Boesch),
but this would not mean that a sale is “authorized” by
the patent owner in the sense that the patent owner
had expressly permitted it. A form of “authorization”
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provided by the operation of foreign law should un-
questionably apply only to rights arising under foreign
patents. As confirmed by the result in Boesch, the law-
ful purchaser of the products from a German seller,
who was free of restraints imposed by German patents,
remained subject to U.S. patent rights. Boesch, 133 U.S.
at 699.

V. The Court’s Decision Should Address Only
Sales Made By Patent Owners

There are many permutations of how sales and li-
censes may be accomplished by U.S. patent holders in
the context of international commerce. Lexmark is a
patent owner that sells products pursuant to a re-
stricted license with specific terms. The Court should
therefore address its decision to this factual situation,
and should decline the invitation of Impression Prod-
ucts and its amici to adopt broad and unworkable
standards that reach situations far outside the facts
presented here.

For example, the seller may be the patent holder,
who “authorizes” the sale by carrying it out, with or
without conditions of sale or accompanying license
terms. Or, the patent holder may license third parties
to make sales under the terms and conditions of the
license. A patent holder who authorizes sales by third
parties in a foreign country may own patents issued
in the foreign country and in the United States, and
the foreign sale could be expressly authorized by the
patentee under patents in the country of sale, under
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U.S. patents, or both. Whether U.S. patent rights are
included in connection with a foreign sale should de-
pend on the facts of the case. A blanket, one-size-
fits-all rule that deems U.S. patent rights to be always
exhausted in the context of any foreign sale would be
unwarranted, and would deprive parties of the flexibil-
ity to structure sales and/or licenses in the most effi-
cient way and in the manner that meets the business
goals of the parties. See, e.g., Licensing Execs. Soc’y Br.
14-15 (providing examples of different structures).
This, in turn, would hinder international commerce, to
the detriment of U.S. patent holders and the nation’s
innovation economy that depends on their contribu-
tions.

CONCLUSION

Amicus curiae InterDigital, Inc. urges the Court to
affirm the decision of the court of appeals. A rule of
international patent exhaustion would represent a
significant and unwarranted departure from settled
principles of U.S. patent law that do not allow for ex-
traterritorial application. In its most extreme form, in-
ternational patent exhaustion has the potential to
hand the “keys of the kingdom” of U.S. patent law over
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to foreign governments, with resulting harm to the na-
tion’s interests.
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