B, AQJ\L?}&
UES I TRIEE D EESE e S
i

i

T4

==

FRE AR EIE R 2R B R R RS

Right Exhaustion and Case Analysis of US Patent Act

Hr & S B ] Ju B = K



ENSERIES SUPa- L RS b

Right Exhaustion and Case Analysis of US Patent Act

R B § S N Student : Lin, Cheng-Yung

I ERR RN Advisor : Liu, Shang-Jyh

Bz 2 ~ &
FRERALAREIIMNPEEEY
2w =
A Thesis

Submitted to Graduate Institute of Technology Law
College of Management
National Chiao Tung University
in partial Fulfillment of the Requirements
for the Degree of
Master

in
Law

July 2010

Hsinchu, Taiwan, Republic of China

PER R4 L4 £



RSN RIS 2182 B R R A

g3 R e R A

_‘Tj'
e
%
o
N
|
\L.
B
—p
dpu
=
JENTY
28
w
W
T
far

£ WA B2 B % LGE(Quanta v. LGE)” FA- 0 glde & BT B
1 114= % (patent exhaustion)z_ & 2333 » 1b i 5 ¢ cﬂ‘%—? el gmo
B o Ra o f e BB R RATHLER A R B v A

42 & a5 2 F 45 4}3 TR h e R ip il ) 0 HE G - Gk fum
B RiEZ O Zdcm BIERG ER 7 2L BRI

e s o ﬁvmﬁmmﬁﬁ ﬁﬁ%W&ﬁ’—ﬁm%xJawA
w4

=

e

LAl b da g2 o ¥ - B e B8 BRI h 4R
A2 HFT T SR mq,\}l]'mj JA VAR L PER ”'/im/zﬁ
P F R mEAEE m}%vﬂlbt’%L’f?.i% SEF Ul E o LR
b ernH%iﬂ} Hgagalit- mhEY 0 £ &
(T2 &GN BAT BB A T TR 2 v
B ARG RETAREL - &

{p& % ek i= ;; E A S

-zzau

)
4 fie
L

453

\\~_
—

> J
W R - W %
| Z =
_I;
[
It
3\
' \ W&
=
%

|§; ‘%{{I 1—“}. /J \\\-.

.t
™ TE
w5
fe =
S
-«
ZE
# a8
W

f‘m
1
P
ol
‘,f%\‘

G
4 ' \"1(:
i

3
'E

She
\

1 = b
ok

4

S CORR
v

s g
]

F_L

i

<

\'rq‘\

\ ‘3\

k.

N
-
L
X
4
s
\

=
Lad

3-‘1-?“&
w

ke

W

o

o Ry R

FSE =3

pre
.
Ik

—h



Right Exhaustion and Case Analysis of US Patent Act

Student: Lin, Cheng-Yung Advisor : Dr. Liu, Shang-Jyh

Graduate Institute of Technology Law
National Chiao Tung University

ABSTRACT

Based upon a judge decision from a lawsuit of Quanta v. LGE in Supreme
Court, a lot of discussions with respect to patent exhaustion were widely
published. Most of discussion is focused on its decision and its affection in the
future. However, in addition to the new decision and its affection result from
this case, are there any other situations falling into patent exhaustion? What
cases are matching to these situations? How to maintain own interest in a
license agreement? These kinds of questions induce the generation of this
article. The object of this article is to provide of thinking logics. One is
related to an easy logic to judge how a combination patent has been embedded
by a practice in partial element. ~The other one is related to a logic to judge
how a patent right has been exhausted. This article proceeds with an article
analysis method and focuses on US law. In this article, some of principles and
regulations related to patent exhaustion are illustrated first. And then, some of
key cases are introduced. = Combining the development of cases and the
principles, a preliminary judgment model is generated. In the continuation, the
preliminary judgment model is verified by cases to see the practicability of the
judgment model. By means of the study of this article, we finally find that
whether patent is exhausted can be judged simply based upon some situations
such as whether it is sold by licensee, whether there have limitation conditions,
and whether it has further conduct in addition to use and sale. Such a judgment
model is useful in deciding whether exhaustion happens. Moreover, by means
of this judgment model for judging patent exhaustion, one in negotiating license
will be able to judge the exist of patent exhaustion so as to avoid from lacking
ability to ask for license fee against other party.

Keywords: exhaustion, license, judgment.
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Patent Law Fundamentals, (November 2009).
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2.3.1 E&%E

EERENES 271 i5(a)s8 @ PP T Wf;u\.ﬂzsp%a T RE R
&p%?#ﬂWW\’&iW?W’«mmiﬁﬁﬁﬁ@&~%¥ i&dﬁ%
AL EREf S A EZR RIS R ’Kq.\z*‘ft”f.g;'f o |

”Lru"“ﬁé“rﬁile‘f * : ‘
o BB JUHEHREPN > G EEFEIEA R TR ML R

TR T R R PSSR i o 57421 2008 6 ) -
12§ 35USC 271(a): Except as otherwise provided in this title, whoever without authority makes, uses, offers to
sell, or sells any patented invention, within the United States or imports into the United States any patented

invention during the term of the patent therefor, infringes the patent.
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2.3.2 FHZF

FREFZ 3R E T REEAEG 55 242k Vallace v.
Holmes — %o — B2 %zp P E R BB EIREN T REBR ALY LR RB
R > A3 Z L2 B I Leeds & Catlin Co. v. Victor Talking
Machine Co. %"2 {5 » 2 WA B izfad B4 MEERITS » T3 1952
EP 2 EFEFEEZEL Y % ¥ 4 AroManufacturing Co. Convertible
Top replacement Co., Inc.- 2" s s WEBmIim: PR EEDS -
R IUE Fe T RS TR o

FREHEx VA S A EEEEH e 24 2 HIEL kitdoT

2.3.2.1 #¥=z3
EERENZE 2T1(D)IE P23 ;g;g_,;:*ggjﬂ cTizmA g
51 H - %ﬁk%m$faﬁk%% 245 A%
Flgt o A ﬁé‘iﬁﬁﬁiﬁfﬁé‘f

:?ﬁ?:fé’&%lv}a:?{%~5]§§- RN E B AR
I Gl Bl R R e

3 Mark A. Lemley, IP and Antitrust, page.2-16 (2003)

4 Wallace v. Holmes, 29 F.Cas. 74 (C.C.D Conn. 1871)

> Leeds & Cathlin Company v. Victor Talking Machine Company, 213 U.S. 325 (1909)

'8 Donald S. Chisum, “A Treaties on the Law of Patentability, Validity, and Infringement,” Chisum on Patents,

Matthew Bender, pp.17~28 (2005).
" Aro Manufacturing Co., Inc., et al. v. Convertible Top Replacement Co., Inc., 365 U.S. 336 (1961)

18§ 35USC 271(b): Whoever actively induces infringement of a patent shall be liable as an infringer.
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_j

N

A - RARP REFBLE Y AT E 10 ﬁ”lﬁ’?
YRR R B ﬁ.ﬁwhgéwﬁ zéﬂ&&Bﬁﬂtiwgﬁﬁawf
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2.4 L2 £ E

19§ 35USC 271(c): Whoever offers to sell or sells within the United States or imports into the United States a
component of a patented machine, manufacture, combination or composition, or a material or apparatus for use
in practicing a patented process, constituting a material part of the invention, knowing the same to be especially
made or especially adapted for use in an infringement of such patent, and not a staple article or commaodity of
commerce suitable for substantial non-infringing use, shall be liable as a contributory infringer.

20 %ﬁ - T *HT P ‘/iii‘ﬁlﬁ?‘b‘&@'ﬁfﬂ FEISPY 101 R BREE ] > 2000 F = AR E
”ET%“TM & 5549 [l » 2009 # 11 /] -

-9-



TR R B A5k p,x;ﬁé%f?@%f # i3 38
Moo B IR s Bl E AR5 s R A PR 2% mg?;j_fzgﬁ T
%'f%&&ﬁ’*ﬁ #E“‘fb B Ra - LeTAsk BETIE T B
& 5 *—«r\%ﬁ#h%%’ﬂm WARLfIEREE o HY iz A
~?fb %W””’%H* B E D LR Fu L R

ﬂJﬁ’FE? gjgﬁgl—rm*gﬁ B ,ﬂ“ﬁpg%%‘f#]—fﬁsleu]g;,ﬂ 5&»"5
'A_)}Ef'rﬁ ’ "U-g?? E”;} E’&"ﬂ?'ﬁ-;‘,)\gf *E?aﬁﬁ *E? |5.E s 7R AR AT 3R N
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FlE* F2bh e 2 £8 WA PR LR > Fa u—r.é‘*;ﬁugﬁ;i. AR
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2.4.1 - 48 Rp

B G R MRl Rk SR R £ AT
ﬁxrﬁ = Frb;\é:_ ET"’},%' E]J ¥ r-%’f ’( = L;‘ L_%‘f Jl"” r-r'/u 13 _@ﬁiﬁ "]{?“"
ARt ) o - B2 5 T % - =4 8 RAl(First Sale Doctrine) ; °

B Bl B 5 A1t g 2 & hiWoodworth planing machine %% > 2z 15 » d %
R 55 2R B B % Bust 1852 & o Bloomer v. McQuewan (1852)% % 41 » H 3
LS “ﬁ%ﬁ#W’*ﬁrﬁ(?ﬁ)ﬁ@’gﬁiﬁﬁ%i%
% %A1, o 245 > & 1864 & < Bloomer v. Millinger‘%25ﬁiél% iy
Rl &5 1873 # ﬁvAdam v. Burke %%¢ -F‘—Ij“ui*‘ iﬁ“%ﬁﬁ ZHEE R
et Rple

Flpt o B G RAE- BHEJIEAGRE B r 0 T
s g2 B d 15 o R il ’f«pﬂﬂrpﬁ%— TG Rp Ay ¥
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22 e THEEE VL G:ﬁuﬁﬂ@%‘ R A s AR it » §T41F1 > 2008 F 6 ] o
22 \Woodworth v. Wilson, 45 U. S. 712 (1846)

2 Bloomer v. McQuewan, 55 U.S. 539 (1852)

24 |d. (“The initial authorized sale of a patented item terminates all patent rights to that item.”)
% Bloomer v. Millinger, 68 U.S. 340 (1863)

26 Adams v. Burke, 84 U.S. 17 Wall. 453 (1873)
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it etk o 2GR A RFAG RACEP R RA X R G
BIPR A4 7 A R P %f; ? b Faiﬂm,z ER T TR ERGIFEE A
ToFm G EFAY ol EEAR T ARThEY o FRNT v
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4w s o (CAFC) #7% ™ Fujifilm Corp. v. Benun %7

¢ je}i;ﬁr‘,a‘};, ﬁ—ér_% ii‘ oo kg afe 2001 & Jazz 2 4TER Y (O
REE R R CATC & winghd > Hind RE S AE b ool g
DA AT PR E kP AT 6 g e T A o J ¥#4p Univis F#7& R
A S B XA RIER T B OARC 405 4 [ RIER Y,
B2 B ET AR R CAFC B 1 ¥ 3 i 42 Benun #7 £ et
ya/’E_LJ_%WPF\&d%jz,F‘] ,7%:%300

% Laserdynamics, Inc. V. Quanta Storage America, Inc. = S
LA 2 2 sl * Jazz %08 v A i (Quanta) 7732 &2 i&-(summary
judgement) » I FAEFI4£ & 2 3 * TR {4k 4E dﬁﬂ’*ﬁﬁi 8% d g
2 iﬁ&]f]‘ij"ﬁ BB E R %;%Lﬁ%% °

2.4.4.2 K= #HAL

et o b 1R R iR AT A T ] 2
SEECSIL R IR I SRS RE A R S E DR R
WoooRIA i e WA ELAE

xa o 2Pt 1984 £33 §35 U.S.C. 27T1() > B 2 da 4 5

28 Fujifilm Corp. v. Benun, 605 F.3d 1366 (Fed. Cir. 2010)

° 1d. (“That case, however, did not involve foreign sales. Defendants rely on Quanta's footnote 6 because it
contains the phrase "[w]hether outside the country.” * This phrase, however, emphasizes that Univis [*11]
required the product's only use be for practicing-not infringing-the patent; and a practicing use may be "outside
the country," while an infringing use must occur in the country where the patent is enforceable. Read properly,
the phrase defendants rely on supports, rather than undermines, the exhaustion doctrine's territoriality
requirement.”)

% 1d. (“The district court correctly relied on three fact witness reports and a statistical expert to show that
imported LFFPs included shells that were not first sold in the United States, and not redesigned.”)

3 |aserdynamics, Inc. v. Quanta Storage America, Inc., 2-06-cv-00348 (E.D.Tex., June 29, 2009)

2 1d. (“First, the exhaustion doctrine does not apply to sales made overseas by the plaintiff's licensees. Fuji
Photo Film Co., Ltd. v. Jazz Photo Corp., 394 F.3d 1368 (Fed.Cir.2005); Jazz Photo Corp. v. International Trade
Com'n, 264 F.3d 1094 (Fed.Cir.2001). As such, the court will deny the defendants' motion for summary

judgment to the extent it relies on the exhaustion doctrine.”)
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¥ Fuji Photo Film Co., Ltd. v. Jazz Photo Corp., 394 F.3d 1368 (Fed.Cir.2005), (“Further, it is well known that
United States patent laws ‘do not, and were not intended to, operate beyond the limits of the United States,’”
quoting Brown v. Duchesne, 60 U.S. 183, 195, 19 How. 183, 15 L.Ed. 595 (1856).” )
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% Supra note 11.
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3.2 Motion Pictures Patents v. Universal film Mfg.%*

3.2.1 %

L5 1917 EEB I o ¢ 5 &4 X Woodville Latham #:4#
Precision Machine Company (PMC) @i & 4 & 3 B 4% > Rz H ¥
i itzph 73 2% Motion Pictures Patents 2% P o2 & » ¥ & pE2 51
WaE o £UZ L § o Seventy-Second Street Amusement Company =
PMC B 7 # % > ¥ 2% Prague Amusement Company ° & §1:iE# 1 > Universal
Film Manufacturing Company ¥ 7 & 3RF % &3 B4 * X Prague
Amusement Company & * 3% T R 48+ o M pF > B {7 —‘5 Motion
Pictures Patents » #2 Universal Film Manufacturing Company 2. 7 &

> floe g o

3.2.2 ¥

D) #30 2L B B AR B2 308+ B AR A S Akg2ig 4 7 U F D
i g 7
2) AR AT UL T TG F 2 F g ?

3.2.3  Fi&

PRRA PR BRI R E T AR R F AR N A
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-

, F3nh 1912 # 2 Henry v. A.B.Dick %2 %73 T4k
CHRARES 23 B A F AP BRI H kA (1P

1 Motion Picture Patents Company v. Universal Film Manufacturing Company et. al., 243 U.S. 502,
(1917)
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3.3 Keeler v. Standard Folding %*

3.3.1 %7

5 1895 EE BB o A XY > HIHE A Welch #-% d 34 o
% {14 R & Welch Folding Bed Company > #-f " % {1k & Keeler &
Bro. » #ix &4 Standard Folding Bed Co. % & 13" = Welch Folding
Bed SFHR %Lrﬁ'ﬁ” 6 £V FRE AR LAY o Keeler

2, Standard Foldmg NP R TERFEIRR AN T EHE P FC 0 B
r’% ENERSONS R P SR lscﬁ‘?l °

3.3.3 F|i-
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WREARERAEN LD A ERED W B PSSR AP R
%g%?ugiwgﬁ%a@¥§%§’f%ﬂﬁ%ﬂ%Aﬁ%ﬁﬁﬁ’
9%%ﬁﬁ?u%§%%ﬁ%ﬂioﬂéﬂ@&wéﬁ‘4’7@ =&
fFE %RE 0 L Aackk Clifford 2 ¥ & Goodyear v. Beverly Rubber Co.

217 N 44
=S T 0

2 Keeler v. Standard Folding Bed Co., 157 U.S. 659 (1895)

® 1d. (“One who buys patented articles of manufacture from one authorized to sell them at the place where they
are sold becomes possessed of an absolute property in such articles, unrestricted in time or place.”)
*1d. (“Where the patentee has not parted, by assignment, with any of his original rights, but chooses himself to
make and vend a patented article of manufacture, it is obvious that a purchaser can use the article in any part of
the United States, and, unless restrained by contract with the patentee, can sell or dispose of the same. It has

passed outside of the monopoly, and is no longer under the peculiar protection granted to patented rights. As was
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BRI - MEQPRI > ¥ 72 2~ BEIEE AL 2 & A%k

ﬁ?FFB%EJ i

3.4 Cyrix v. Intel %°

3.4.1 %%

PG 1994 E Ak R o %Y 5 B4R (Intel) B
SGS-Thomson Microelectronics #ig ~ i * 2 px g - & 7 2 & ]l
BoLBEREYR - B N REE RS E PR -
Cyrix & ST p§ H 7 Hig 2 Med® B T Bh i T B 22 ¢ 3R R e &
moalgad BE ERE R FCyrix AdFRR 2R 7 v b Prg form il s e
(Declaratory Judgment) -

3.4.2 gk
ST & M dZ B 5 Cyrix &% & f2 &4 and g 2

3.4.3 Fli&

iE Bt dE 2 T TR G AR B - £ fsz{ﬁ AL X

BEh- A NFREJIIEPRAFOFRF LG ERF RS YR TP
HRARPE A ST 2§ > S gAML E Ry 2R kI

3.5 Fuji Photo Film v. Jazz Photo %"

said by Mr. Justice Clifford in Goodyear v. Beverly Rubber Co., 1 Cliff. 348, 354”)

** 1d. at 156, (“we 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.”)

# Cyrix Corp. v. Intel Corp. 846 F. supp. 522, (E.D. Tex. 1994)
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3.5.1 %%

S5 2005 E RN ik e kolo % ¢ > Fujidet - F ME @ v A
PeAp % > i L LFFP(lens—fitted film packages) o % 1991 & B 4sw
tdleJazz » B A &Ko T S Ao IR (refurbish)  #E L K 5 18
%J%ilf?il Fuji >+ 1998 & & ITC £ JAZZ - 1999 #% ITC;,’&?»K'_% L
€ 9 (impermissible reconstructmn) | ° JAZZ * 3 CAFC » CAFC 2001
&k L v v 12 (permissible repair) | » 2 8§ ¥ R lﬂ* 8
4 43& o Fuji = N.J. DC 4 JAZZ » 2003 & 2| iz4 » © & Kpaof o At %
$ AL D 3SR R Q001 2 6k RR 2 g B L
2 (repair) - 7 2005 & » CAFC a4 DC 2 2| » =X g H 7L A&
oo HEE -

3.5.2 +g
1) 2 MEAFREPA & RFHEE RA

2) JAZZ = &z r:a‘_ﬁﬁ (refurbish) LT RETY iz BE
M2 ¥ Feng 4]

3.0.3 Fli&

%*”~ﬁ&%{a#2myiHa\WW% )RR i . 13
PIRa s 7 109%68F pireniBa@ o Hopgwengd d £ F] 5305 R ehsl & 1
PAHEEERE T °l;.’i>?-,f%m’\'[$*5:%k BE  FioarETEH
fed 3G 10%E EEREEP G2 50 Fa NG 109% 0 azEEi
AR v BT RT > A FRAHEE LG o F o d B xelkg
H BT RPN FEE BRI

%&i%&%{.éﬂj?ﬁ%TéﬂJf?—ﬁﬁﬁ’ﬂméﬁﬁ
FFHPER] F - LR AFZF SV ETLS 6O FA bldea
Sy B4 ’?ﬁ”ﬁﬂf“’m ~ﬂb—nﬂ;r ®,oar L TEH, -
X Glhet B e o FAhedTEY e A2 (A - BRED LR
PHp BEL R ET R TRBE, FR a2 L TER, o

Ixde ] EE A TEW FE? ARG v F - 8- = £ (second

N

T AV EAF RO R
A

) & & FRE R D Fe A e

creation) ° 2+ RE EJIEA FHE» LB > bl
B ORHE A R F R oA
ERF R g AT o

T Fuji Photo Film Co., Ltd. v. Jazz Photo Corp.394 F.3d 1368 (C.A.Fed. (N.J.),2005).
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8 Supra note 21.
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Do BHETEIEE ST A e ER > BEFF LR

4.2 WA EE TR E S Rl ¥ riiiE

BA AN TRA R AR MR e S B D SR ETEE -
32 ek - P

Jri) TSRS R R LR B - AL R
HE S 2 E ijrmgﬁ L FWME LB erR | A3
7E A R I Eh o FIMR BT L - L ROV R E T 5 Kk
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1)re- chE @2 L R* # 5 F i7:%2% 1l(only reasonable and intended
use 1s to practice the patent),
2) F]7T A BEA R %% a0 F F 4% c(embody essential features
of the patent because);
- ARl £ R0 2 WAL REFF 732511 (they
constitute a material part of the patent and all but completely
practice the patent) ;

2-2) REZENTRF L OHBIAL - AR A LREAE DR
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‘%zéi /ﬁmﬂ e agmda ... 3 S -
BEREREEL . F T ”Lrp =T R (step necessary to
practice the patent 1s the application of common process or
addition of standard parts, final step to practice the patent
1s common and non-inventive --- because they carry out all the
inventive processes when combined with standard components. )

4.2.2 HotEfEs & @
mypE L ¥ 35 %% 271 (¢) i (835 U.S.C. 271(c)) » B4z

- AT ARRREY 2 R R 2 2
1) =+#p2 - £&3%ix (constituting a material part of the
invention)
2)Frip pt it BB AE 3@t A% % 42 &4 (knowing the same

to be especially made or especially adapted for use in an
infringement of such patent)

3)j%—@ﬁﬁﬁﬁﬂ%ﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ%mmasmme
article or commodity of commerce suitable for substantial
non-infringing use) o

4.2.3 REXLRAEF S EEL 22 b 4

%Fﬁ@ﬁmw 2 B ,f‘gﬁajwrgga&{@@m@
ERAIPRfR | E 2 B b T R Ao T R S SR gt
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2. P (% B) |use in an infringement of
such patent

-Intended use is to
practice the patent,

be especially made or

3. * % i &1 |especially adapted for use -Only reasonable and

intended use is to md ]

" in an infringement of such :
patent practice the patent.
. ., .| Not a staple article or |-All but completely
4. 2-¥ &2 % commodity of commerce practice the patent (DC: w4 9
}# 2 7 5 [sultable for substantial |no reasonable =
non-infringing use non-infringement use)

—-carry out all the
inventive processes when @4 9.9
combined with standard ="
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5 1d. (“Use of over forty million refurbished disposable cameras directly infringed Fuji's family of U.S. patents
directed to disposable cameras, also known as lens fitted film packages (LFFPs).”)

%8 Jazz Photo Corp. v. United States International Trade Commission, 264 F. 3d 1094 (Fed. Cir. 2001),

% Aro Mfg. Co. v. Convertible Top Replacement Co., 365 U.S. 336, 342 (1961).

%0 Cotton-Tie Co. v. Simmons, 106 U.S. 89, 90-91 (1882).

61 Monsanto v. McFarling, 302 F.3d 1291 (Fed. Cir. 2002).
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