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*701 Before NEWMAN, LOURIE, and CLEVENGER, Circuit Judges.
PAULINE NEWMAN, Circuit Judge.

This action for patent infringement and inducement to infringe relates to the use of a patented medical device in violation of a "single
use only" notice that accompanied the sale of the device. Mallinckrodt sold its patented device to hospitals, which after initial use of
the devices sent them to Medipart for servicing that enabled the hospitals to use the device again. Mallinckrodt claimed that
Medipart thus induced infringement by the hospitals and itself infringed the patent.

The district court held that violation of the "single use only" notice can not be remedied by suit for patent infringement, and granted

summary judgment of noninfringement.lll

The district court did not decide whether the form of the "single use only" notice was legally sufficient to constitute a license or
condition of sale from Mallinckrodt to the hospitals. Nor did the district court decide whether any deficiencies in the "single use only"
notice were cured by Mallinckrodt's attempted subsequent notice, the release of which was enjoined by the district court on the
ground that it would harm Medipart's business. Thus there was no ruling on whether, if the initial notice was legally defective as a
restrictive notice, such defect was cured in the subsequent notice. The district court also specifically stated that it was not deciding
whether Mallinckrodt could enforce this notice under contract law. These aspects are not presented on this appeal, and the factual
premises were not explored at the summary judgment proceeding from which this appeal is taken.

Instead, the district court held that no restriction whatsoever could be imposed under the patent law, whether or not the restriction
was enforceable under some other law, and whether or not this was a first sale to a purchaser with notice. This ruling is incorrect,
for if Mallinckrodt's restriction was a valid condition of the sale, then in accordance with General Talking Pictures Corp. v. Western
Electric Co., 304 U.S. 175, 58 S.Ct. 849, 82 L.Ed. 1273, 37 USPQ 375, aff'd on reh'g, 305 U.S. 124, 59 S.Ct. 116, 83 L.Ed. 81, 39
USPQ 329 (1938), it was not excluded from enforcement under the patent law.

On review of these issues in the posture in which the case reaches us:

1. The movant Medipart did not dispute actual notice of the restriction. Thus we do not decide whether the form of the restriction
met the legal requirements of notice or sufficed as a "label license", as Mallinckrodt calls it, for those questions were not presented
on this motion for summary judgment.

2. Nor do we decide whether Mallinckrodt's enjoined subsequent notice cured any flaws in the first notice, for that issue was not
reached by the district court.

We conclude, however, on Mallinckrodt's appeal of the grant of this injunction, that the notice was improperly enjoined.

3. We also conclude that the district court misapplied precedent in holding that there can be no restriction on use imposed as a
matter of law, even on the first purchaser. The restriction here at issue does not per se violate the doctrine of patent misuse or the
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antitrust law. Use in violation of a valid restriction may be remedied under the patent law, provided that no other law prevents
enforcement of the patent.

4. The district court's misapplication of precedent also led to an incorrect application of the law of repair/reconstruction, for if reuse
is established to have been validly restricted, then even repair may constitute patent infringement.

BACKGROUND

The patented device is an apparatus for delivery of radioactive or therapeutic material in aerosol mist form to the lungs of a patient,
for diagnosis and treatment of pulmonary disease. Radioactive material is delivered primarily for image scanning in diagnosis of
lung conditions. Therapeutic *702 agents may be administered to patients suffering various lung diseases.

The device is manufactured by Mallinckrodt, who sells it to hospitals as a unitary kit that consists of a "nebulizer" which generates a
mist of the radioactive material or the prescribed drug, a "manifold" that directs the flow of oxygen or air and the active material, a
filter, tubing, a mouthpiece, and a nose clip. In use, the radioactive material or drug is placed in the nebulizer, is atomized, and the
patient inhales and exhales through the closed system. The device traps and retains any radioactive or other toxic material in the
exhalate. The device fits into a lead-shielded container that is provided by Mallinckrodt to minimize exposure to radiation and for
safe disposal after use.

The device is marked with the appropriate patent numbers,[2l and bears the trademarks "Mallinckrodt" and "UltraVent" and the
inscription "Single Use Only". The package insert provided with each unit states "For Single Patient Use Only" and instructs that the
entire contaminated apparatus be disposed of in accordance with procedures for the disposal of biohazardous waste. The hospital
is instructed to seal the used apparatus in the radiation-shielded container prior to proper disposal. The hospitals whose activities
led to this action do not dispose of the UltraVent apparatus, or limit it to a single use.

Instead, the hospitals ship the used manifold/nebulizer assemblies to Medipart, Inc. Medipart in turn packages the assemblies and
sends them to Radiation Sterilizers Inc., who exposes the packages to at least 2.5 megarads of gamma radiation, and returns them
to Medipart. Medipart personnel then check each assembly for damage and leaks, and place the assembly in a plastic bag together
with a new filter, tubing, mouthpiece, and nose clip. The "reconditioned" units, as Medipart calls them, are shipped back to the
hospitals from whence they came. Neither Radiation Sterilizers nor Medipart tests the reconditioned units for any residual biological
activity or for radioactivity. The assemblies still bear the inscription "Single Use Only" and the trademarks "Mallinckrodt" and
"UltraVent".

Mallinckrodt filed suit against Medipart, asserting patent infringement and inducement to infringe. Mallinckrodt also asserted other
counts including trademark infringement, unfair competition under section 43(a) of the Lanham Trademark Act, and violation of
lllinois unfair competition statutes. Both parties moved for summary judgment on all counts.

The district court granted Medipart's motion on the patent infringement counts, holding that the "Single Use Only" restriction could
not be enforced by suit for patent infringement. The court also held that Medipart's activities were permissible repair, not
impermissible reconstruction, of the patented apparatus. The court reserved for trial Mallinckrodt's counts of trademark infringement
and unfair competition, and entered final judgment on the patent aspects in accordance with Fed. R.Civ.P. 54(b).

The district court also enjoined Mallinckrodt pendente lite from distributing a new notice to its hospital customers .2l The proposed
new notice emphasized the "Single Use Only" restriction and stated that the purpose of this restriction is to protect the hospital and
its patients from potential adverse consequences of reconditioning, such as infectious disease transmission, material instability,
and/or decreased diagnostic performance; that the UltraVent device is covered by certain patents; that the hospital is licensed under
these patents to use the device only once; and that reuse of the device would be deemed infringement of the patents.

*703 Mallinckrodt appeals the grant of summary judgment on the infringement issue, and the grant of the preliminary injunction.

THE RESTRICTION ON REUSE
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Mallinckrodt describes the restriction on reuse as a label license for a specified field of use, wherein the field is single (i.e.,
disposable) use. On this motion for summary judgment, there was no issue of whether this form of license gave notice of the
restriction. Notice was not disputed. Nor was it disputed that sale to the hospitals was the first sale of the patented device. The
issue that the district court decided on summary judgment was the enforceability of the restriction by suit for patent infringement.
The court's premise was that even if the notice was sufficient to constitute a valid condition of sale, violation of that condition can not
be remedied under the patent law.

Mallinckrodt states that the restriction to single patient use is valid and enforceable under the patent law because the use is within
the scope of the patent grant, and the restriction does not enlarge the patent grant. Mallinckrodt states that a license to less than all
uses of a patented article is well recognized and a valid practice under patent law, and that such license does not violate the
antitrust laws and is not patent misuse. Mallinckrodt also states that the restriction here imposed is reasonable because it is based
on health, safety, efficacy, and liability considerations and violates no public policy. Thus Mallinckrodt argues that the restriction is
valid and enforceable under the patent law. Mallinckrodt concludes that use in violation of the restriction is patent infringement, and
that the district court erred in holding otherwise.

Medipart states that the restriction is unenforceable, for the reason that "the Bauer trilogy and Motion Picture Patents clearly
established that no restriction is enforceable under patent law upon a purchaser of a sold article." (Medipart's emphasis). The
district court so held. The district court also held that since the hospitals purchased the device from the patentee, not from a
manufacturing licensee, no restraint on the use of the device could lawfully be imposed under the patent law.

The district court described the cases sustaining field of use and other restrictions as "in tension" with the cases prohibiting
restrictions such as price-fixing and tying, and with the cases holding that the patent right is exhausted with the first sale. The court
stated that policy considerations require that no conditions be imposed on patented goods after their sale and that Mallinckrodt's
restriction could not "convert[] what was in substance a sale into a license." As we shall discuss, on the premises of this summary
judgment motion the court erred in its analysis of the law, for not all restrictions on the use of patented goods are unenforceable.

The enforceability of restrictions on the use of patented goods derives from the patent grant, which is in classical terms of property:
the right to exclude.

35 U.S.C. § 154. Every patent shall contain ... a grant ... for the term of seventeen years ... of the right to exclude
others from making, using, or selling the invention throughout the United States....

This right to exclude may be waived in whole or in part. The conditions of such waiver are subject to patent, contract, antitrust, and
any other applicable law, as well as equitable considerations such as are reflected in the law of patent misuse. As in other areas of
commerce, private parties may contract as they choose, provided that no law is violated thereby:

[Tlhe rule is, with few exceptions, that any conditions which are not in their very nature illegal with regard to this kind
of property, imposed by the patentee and agreed to by the licensee for the right to manufacture or use or sell the
[patented] article, will be upheld by the courts.

E. Bement & Sons v. National Harrow Co., 186 U.S. 70, 91, 22 S.Ct. 747, 755, 46 L.Ed. 1058 (1902).

The district court's ruling that Mallinckrodt's restriction on reuse was unenforceable was an application of the doctrine of *704 patent
misuse, although the court declined to use that designation. The concept of patent misuse arose to restrain practices that did not in
themselves violate any law, but that drew anticompetitive strength from the patent right, and thus were deemed to be contrary to
public policy. The policy purpose was to prevent a patentee from using the patent to obtain market benefit beyond that which
inheres in the statutory patent right.

The district court's holding that Mallinckrodt's restriction to single patient use was unenforceable was, as we have remarked, based
on "policy" considerations. The district court relied on a group of cases wherein resale price-fixing of patented goods was held
illegal, viz. Bauer & Cie. v. O'Donnell, 229 U.S. 1, 33 S.Ct. 616, 57 L.Ed. 1041 (1913); Straus v. Victor Talking Machine Co., 243
U.S. 490, 37 S.Ct. 412, 61 L.Ed. 866 (1917); Boston Store of Chicago v. American Graphophone Co., 246 U.S. 8, 38 S.Ct. 257, 62
L.Ed. 551 (1918), ("the Bauer trilogy"), and that barred patent-enforced tie-ins, viz. Motion Picture Patents Co. v. Universal Film Mfq.
Co., 243 U.S. 502, 37 S.Ct. 416, 61 L.Ed. 871 (1917).

In Bauer the patentee had sold a product with a notice stating that the product "is licensed by us for sale and use at a price not less
than one dollar. Any sale in violation of this condition, or use when so sold, will constitute an infringement." 229 U.S. at 8, 33 S.Ct. at
616. The Supreme Court held the license unenforceable, stating that although
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it was the intention of Congress [in promulgating the patent laws] to secure an exclusive right to sell, ... there is no
grant of a privilege to keep up prices and prevent competition by notices restricting the price at which the article may
be sold.

Bauer, 229 U.S. at 17, 33 S.Ct. at 619.

Similarly, in Straus the patentee had attached a "License Notice" to its phonographic machines stating a minimum transfer price.
The Court held that the patentee's "license" was "a mere price-fixing enterprise, which, if given effect, would work great and
widespread injustice to innocent purchasers." 243 U.S. at 501, 37 S.Ct. at 415. Because the purpose was to fix resale prices and
"not to secure to the plaintiff any use of its machines”, the Court refused to allow suit for patent infringement against one who had

sold the machines at less than the specified price. Id. In Boston Store the Court again considered a minimum resale price condition
imposed by the patentee. Citing Bauer and Straus, as well as a case involving unpatented articles, Dr. Miles Medical Co. v. Park &
Sons Co., 220 U.S. 373, 31 S.Ct. 376, 55 L.Ed. 502 (1911), and a copyright case, Bobbs-Merrill Co. v. Straus, 210 U.S. 339, 28
S.Ct. 722, 52 L.Ed. 1086 (1908), the Court held that the price condition was contrary to the general law, and also "not within the
monopoly conferred by the patent law". Boston Store, 246 U.S. at 25, 38 S.Ct. at 261.

In Motion Picture Patents a license notice was attached to patented movie projectors, stating that the purchaser had the right to use
the machine only with motion picture films that were leased from the patentee. The defendant used a patented projector with films
leased from other sources. The Court condemned the patentee's tie-in as illegal, since it extended the "scope of its monopoly" to
materials which were not part of the patented invention. 243 U.S. at 516, 37 S.Ct. at 420.

These cases established that price-fixing and tying restrictions accompanying the sale of patented goods were per se illegal. These
cases did not hold, and it did not follow, that all restrictions accompanying the sale of patented goods were deemed illegal. In
General Talking Pictures the Court, discussing restrictions on use, summarized the state of the law as follows:

That a restrictive license is legal seems clear. Mitchell v. Hawley [83 U.S.], 16 Wall. 544 [21 L.Ed. 322 (1873)]. As
was said in United States v. General Electric Co., 272 U.S. 476, 489 [47 S.Ct. 192, 196, 71 L.Ed. 362 (1926)], the
patentee may grant a license "upon any condition the performance of which is reasonably within the reward which
the patentee by the *705 grant of the patent is entitled to secure" ....

The practice of granting licenses for restricted use is an old one, see Rubber Company v. Goodyear [76 U.S.] 9 Wall.
788, 799, 800 [19 L.Ed. 566 (1870)]; Gamewell Fire-Alarm Telegraph Co. v. Brooklyn, 14 F. 255 [C.C.N.Y. (1882)].

So far as it appears, its legality has never been questioned.

305 U.S. at 127, 59 S.Ct. at 117, 39 USPQ at 330.

In General Talking Pictures the patentee had authorized the licensee to make and sell amplifiers embodying the patented invention
for a specified use (home radios). The defendant had purchased the patented amplifier from the manufacturing licensee, with
knowledge of the patentee's restriction on use. The Supreme Court stated the question as "whether the restriction in the license is
to be given effect" against a purchaser who had notice of the restriction. The Court observed that a restrictive license to a particular
use was permissible, and treated the purchaser's unauthorized use as infringement of the patent, deeming the goods to be
unlicensed as purchased from the manufacturer.

The Court, in its opinion on rehearing, stated that it

[did not] consider what the rights of the parties would have been if the amplifier had been manufactured under the
patent and had passed into the hands of a purchaser in the ordinary channels of trade.

305 U.S. at 127, 59 S.Ct. at 117, 39 USPQ at 330. The district court interpreted this reservation as requiring that since the hospitals
purchased the UltraVent device from the patentee Mallinckrodt, not from a manufacturing licensee, no restraint on the purchasers'

use of the device could be imposed under the patent law. However, in General Talking Pictures the Court did not hold that there
must be an intervening manufacturing licensee before the patent can be enforced against a purchaser with notice of the restriction.
The Court did not decide the situation where the patentee was the manufacturer and the device reached a purchaser in ordinary
channels of trade. 305 U.S. at 127, 59 S.Ct. at 117, 39 USPQ at 330.

The UltraVent device was manufactured by the patentee; but the sale to the hospitals was the first sale and was with notice of the
restriction. Medipart offers neither law, public policy, nor logic, for the proposition that the enforceability of a restriction to a particular
use is determined by whether the purchaser acquired the device from a manufacturing licensee or from a manufacturing patentee.
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We decline to make a distinction for which there appears to be no foundation. Indeed, Mallinckrodt has pointed out how easily such
a criterion could be circumvented. That the viability of a restriction should depend on how the transaction is structured was
denigrated as "formalistic line drawing" in Continental T.V., Inc. v. GTE Sylvania, Inc., 433 U.S. 36, 57-59, 97 S.Ct. 2549, 2561-62,
53 L.Ed.2d 568 (1977), the Court explaining, in overruling United States v. Arnold, Schwinn & Co., 388 U.S. 365, 87 S.Ct. 1856, 18
L.Ed.2d 1249 (1967), that the legality of attempts by a manufacturer to regulate resale does not turn on whether the reseller had

purchased the merchandise or was merely acting as an agent of the manufacturer.4l The Court having disapproved reliance on
formalistic distinctions of no economic consequence in antitrust analysis, we discern no reason to preserve formalistic distinctions of
no economic consequence, simply because the goods are patented.

The district court, holding Mallinckrodt's restriction unenforceable, described the holding of General Talking Pictures as in "some
tension" with the earlier price-fixing and tie-in cases. The district court observed *706 that the Supreme Court did not cite the Bauer,
Boston Store, or Motion Picture Patents cases when it upheld the use restriction in General Talking Pictures. That observation is
correct, but it should not be remarkable. By the time of General Talking Pictures, price-fixing and tie-ins were generally prohibited
under the antitrust law as well as the misuse law, while other conditions were generally recognized as within the patent grant. The

prohibitions against price-fixing and tying did not make all other restrictions per se invalid and unenforceable 2! Further, the Court
could not have been unaware of the Bauer trilogy in deciding General Talking Pictures, because Justice Black's dissent is built upon
those cases.

Restrictions on use are judged in terms of their relation to the patentee's right to exclude from all or part of the patent grant, see,
e.g., W.F. Baxter, The Viability of Vertical Restraints Doctrine, 75 Calif.L.Rev. 933, 935 (1987) ("historically, legal prohibition began
with [resale price control and tie-in agreements] and, with rare exceptions, now continues only with those devices"); and where an
anticompetitive effect is asserted, the rule of reason is the basis of determining the legality of the provision. In Windsurfing

To sustain a misuse defense involving a licensing arrangement not held to have been per se anticompetitive by the
Supreme Court, a factual determination must reveal that the overall effect of the license tends to restrain competition
unlawfully in an appropriately defined relevant market.

Id. 782 F.2d at 1001-1002, 228 USPQ at 567 (footnote omitted). See also Continental T.V. v. GTE Sylvania, 433 U.S. at 58-59, 97
S.Ct. at 2561-62 (judging vertical restrictions under the rule of reason); Business Electronics Corp. v. Sharp Electronics Corp., 485
U.S. 717, 735-36, 108 S.Ct. 1515, 1525, 99 L.Ed.2d 808 (1988) (vertical non-price restraints are not per se illegal). The district
court, stating that it "refuse[s] to limit Bauer and Motion Picture Patents to tying and price-fixing not only because their language
suggests broader application, but because there is a strong public interest in not stretching the patent laws to authorize restrictions
on the use of purchased goods", Mallinckrodt, 15 USPQ2d at 1119, 1990 WL 19535, has contravened this precedent.

In support of its ruling, the district court also cited a group of cases in which the Court considered and affirmed the basic principles
that unconditional sale of a patented device exhausts the patentee's right to control the purchaser's use of the device; and that the
sale of patented goods, like other goods, can be conditioned. The principle of exhaustion of the patent right did not turn a
conditional sale into an unconditional one.

Adams v. Burke, 84 U.S. (17 Wall.) 453, 21 L.Ed. 700 (1874), dealt with patented coffin-lids that an assignee had the exclusive right
to make, use, and sell within a ten-mile radius of Boston. The coffin was "sold [to Burke, an undertaker] within said circle by said
[assignee], without condition or restriction”, and used by Burke in the town of Natick, outside of the Boston circle. 84 U.S. (17 Wall.)
at 455 (statement of the case). Adams, who owned the patent rights outside of the Boston circle, sued Burke for patent
infringement. The Court stated that "when the patentee ... sells a machine or instrument whose sole value is in its use, he receives
the consideration for its use and he parts with the right to restrict that use." Id. 84 U.S. (17 Wall.) at 456. The Court remarked that
the coffinlid *707 "perishes in the first use of it", id. 84 U.S. (17 Wall.) at 456, and that to imply a geographic limitation on the
purchaser "would be to engraft a limitation upon the right of use not contemplated by the statute nor within the reason of the
contract”. Id. This holding is in accord with the other cases of that era, e.g., Bloomer v. McQuewan, 55 U.S. (14 How.) 539, 14 L.Ed.
532 (1852), wherein the Court held that when the sale of the patented device was without restriction, the purchaser need not pay an
additional sum when the patent term was extended; and Mitchell v. Hawley, 83 U.S. (16 Wall.) 544, 21 L.Ed. 322 (1873), wherein
the Court stated:

Sales of the kind may be made by the patentee with or without conditions, as in other cases.
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Id. 83 U.S. (16 Wall.) at 548. In Mitchell v. Hawley the accused infringer had purchased a patented machine that was licensed for
use only during the original term of the patent grant. After the patent term was extended the defendant argued that by virtue of his
purchase he had acquired title free of the license condition. The Court disagreed, upholding the restriction.

In Keeler v. Standard Folding Bed Co., 157 U.S. 659, 15 S.Ct. 738, 39 L.Ed. 848 (1895), the Court restated that the purchaser of a
patented machine, without any conditions, may use or resell the device anywhere in the United States, explaining:

"[When a patentee] has himself constructed a machine and sold it without any conditions, or authorized another to
construct, sell, and deliver it, or to construct, use, and operate it, without any conditions, and the consideration has
been paid to him for the thing patented, the rule is well established that the patentee must be understood to have
parted to that extent with all his exclusive right, and that he ceases to have any interest whatever in the patented
machine so sold and delivered or authorized to be constructed and operated."

157 U.S. at 663, 15 S.Ct. at 739, quoting Mitchell v. Hawley, 83 U.S. (16 Wall.) at 546-47 (emphases added).Igl

Another relevant early case is Providence Rubber Co. v. Goodyear, 76 U.S. (9 Wall.) 788, 19 L.Ed. 566 (1870). Goodyear had
granted a restricted license to Chaffee "to make and sell India-rubber cloth, to be used in the place, and for the purposes, of patent
or japanned leather". Id. 76 U.S. (9 Wall.) at 799. The Court upheld Goodyear's right to sue for patent infringement, when
Providence Rubber used the India-rubber cloth in the manufacture of rubber shoes. The Court stated that the license "conveyed
authority only to this extent [for the specified use] and nothing more." /d.

In American Cotton-Tie Co. v. Simmons, 106 U.S. 89, 1 S.Ct. 52, 27 L.Ed. 79 (1882), metal ties for cotton bales were sold with the
notice "Licensed to use once only" stamped on the ties. The Court held that suit for patent infringement could be maintained against
persons who refurbished the ties for reuse. The Cotton-Tie decision was discussed in Aro Manufacturing Co. v. Convertible Top
Replacement Co., 365 *708_U.S. 336, 81 S.Ct. 599, 5 L.Ed.2d 592, 128 USPQ 354 (1961) (Aro I), the Court explaining that the
"license to be used once only was deemed of importance to the court." /d. at 343 n. 9, 81 S.Ct. at 603 n. 9, 128 USPQ at 358 n. 9.
The Court of Claims, in General Electric Co. v. United States, 572 F.2d 745, 215 Ct.Cl. 636, 198 USPQ 65 (1978), referred to
Cotton-Tie and Aro | as supporting the viability of conditions imposed on the sale of patented goods, explaining that absent such
conditions the buyer's use is unrestricted:

Unless there is some definite provision in the sale to the contrary, see Cotton-Tie Co. v. Simmons ... as explained in
Aro | ... it can properly be assumed that as part of the bargain the sale of a device incorporating a patented
composition (composed, as here, of unpatented elements) authorizes the buyer to continue to use the device so long
as the latter can and does use the elements he purchased from the patentee or licensor.

Id. 572 F.2d at 784, 198 USPQ at 98.

Viewing the entire group of these early cases, it appears that the Court simply applied, to a variety of factual situations, the rule of

contract law that sale may be conditioned.’] Adams v. Burke and its kindred cases do not stand for the proposition that no
restriction or condition may be placed upon the sale of a patented article. It was error for the district court to derive that proposition
from the precedent. Unless the condition violates some other law or policy (in the patent field, notably the misuse or antitrust law,
e.g., United States v. Univis Lens Co., 316 U.S. 241, 62 S.Ct. 1088, 86 L.Ed. 1408 (1942)), private parties retain the freedom to
contract concerning conditions of sale. As we have discussed, the district court cited the price-fixing and tying cases as reflecting
what the court deemed to be the correct policy, viz., that no condition can be placed on the sale of patented goods, for any reason.
However, this is not a price-fixing or tying case, and the per se antitrust and misuse violations found in the Bauer trilogy and Motion

Picture Patents are not here presen’[.I§l The appropriate criterion is whether Mallinckrodt's restriction is reasonably within the patent
grant, or whether the patentee has ventured beyond the patent grant and into behavior having an anticompetitive effect not
justifiable under the rule of reason.

Should the restriction be found to be reasonably within the patent grant, i.e., that it relates to subject matter within the scope of the
patent claims, that ends the inquiry. However, should such inquiry lead to the conclusion that there are anti-competitive effects
extending beyond the patentee's statutory right to exclude, these effects do not automatically impeach the restriction.
Anticompetitive effects that are not per se violations of law are reviewed in accordance with the rule of reason. Patent owners
should not be in a worse position, by virtue of the patent right to exclude, than owners of other property used in trade. Compare
Tripoli Co. v. Wella Corp.. 425 F.2d 932, 936-38 (3d Cir.) (en banc), cert. denied, 400 U.S. 831, 91 S.Ct. 62, 27 L.Ed.2d 62 (1970)

(in a non-patent action, restriction on resale of certain potentially dangerous products does not violate antitrust laws where
motivation was prevention of injury to public and protection against liability risk) with Marks, Inc. v. Polaroid Corp., 237 F.2d 428,
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436, 111 USPQ 60, 66 (1st Cir.1956), cert. denied, 352 U.S. 1005, 77 S.Ct. 564, 1 L.Ed.2d 550 (1957) (single use only restriction

based *709 on safety concerns not patent misuse, and enforceable by suit for patent infringement).

We conclude that the district court erred in holding that the restriction on reuse was, as a matter of law, unenforceable under the
patent law. If the sale of the Ultra-Vent was validly conditioned under the applicable law such as the law governing sales and
licenses, and if the restriction on reuse was within the scope of the patent grant or otherwise justified, then violation of the restriction
may be remedied by action for patent infringement. The grant of summary judgment is reversed, and the cause is remanded.

REPAIR AND RECONSTRUCTION

Even an unconditioned sale of a patented device is subject to the prohibition against "reconstruction” of the thing patented. A
purchaser's right to use a patented device does not extend to reconstructing it, Lummus Industries, Inc. v. D.M. & E. Corp., 862 F.2d
267, 272, 8 USPQ2d 1983, 1986 (Fed.Cir.1988), for reconstruction is deemed analogous to construction of a new device. However,
repair is permissible. Although the rule is straightforward its implementation is less so, for it is not always clear where the boundary
lies: how much "repair” is fair before the device is deemed reconstructed. See, e.g., Everpure, Inc. v. Cuno, Inc., 875 F.2d 300, 10
USPQ2d 1855 (Fed.Cir.), cert. denied, 493 U.S. 853, 110 S.Ct. 154, 107 L.Ed.2d 112 (1989).

Mallinckrodt charged, as an alternative ground of relief, that this prohibition was violated by Medipart's "reconditioning” of the used
UltraVent devices. Medipart argued that it was merely cleaning the spent assemblies and replacing minor components. The district
court found that Medipart's activities were "in the nature of repair not reconstruction". Mallinckrodtf, 15 USPQ2d at 1121, 1990 WL

a matter of law. If the UltraVent device is validly licensed for only a single use, any reuse is unlicensed and an infringement, and
there is no need to choose between repair and reconstruction:

The reconstruction-repair distinction is decisive, however, only when the replacement is made in a structure whose
original manufacture and sale have been licensed by the patentee ...; when the structure is unlicensed ... the
traditional rule is that even repair constitutes infringement.

Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S. 476, 480, 84 S.Ct. 1526, 1528, 12 L .Ed.2d 457, 141 USPQ 681, 683
(1964) (Aro Ii).

This rule is dispositive if it is determined that the sale of the UltraVent device was accompanied by a valid restriction to single
patient use, for "the traditional rule" is that even repair of an unlicensed device constitutes infringement. It follows that the district
court's holding that the reconditioning was permissible repair is mooted, and is vacated.

THE INJUNCTION

The district court enjoined Mallinckrodt from issuing a new notice that stated, inter alia, that violation of the single patient use
restriction would be deemed patent infringement.

A patentee that has a good faith belief that its patents are being infringed violates no protected right when it so notifies infringers:

Patents would be of little value if infringers of them could not be notified of the consequences of infringement or
proceeded against in the courts. Such action, considered by itself cannot be said to be illegal.

Virtue v. Creamery Package Mfq. Co., 227 U.S. 8, 37-38, 33 S.Ct. 202, 208, 57 L.Ed. 393 (1913). See Concrete Unlimited, Inc. v.
Cementcraft, Inc., 776 F.2d 1537, 1539, 227 USPQ 784, 785 (Fed.Cir.1985), cert. denied, 479 U.S. 819, 107 S.Ct. 80, 93 L.Ed.2d
*710_35 (1986) (patentee has the right to enforce its patent and notify alleged infringers).

[11t is not an actionable wrong for one in good faith to make plain to whomsoever that it is his purpose to insist upon
what he believes to be his legal rights, even though he may misconceive what those rights are.



Kaplan v. Helenhart Novelty Corp., 182 F.2d 311, 314, 85 USPQ 285, 287 (2d Cir. 1950). Nor should an accused infringer be
insulated from knowledge and fair warning of potential liability, or deprived of the opportunity to respond to threatened litigation.

Although Medipart argues that Mallinckrodt is motivated by its commercial interest in selling new UltraVent units, and we have no
doubt that all these parties' motivations are commercial, Mallinckrodt's position that infringement exists was not asserted to be in
bad faith. Infringement notices have been enjoined when the patentee acted in bad faith, for example by making threats without
intending to file suit, Betmar Hats, Inc. v. Young America Hats, Inc., 116 F.2d 956, 48 USPQ 266 (2d Cir.1941); or when the
patentee sent notices indiscriminately to all members of the trade, International Industries & Developments, Inc. v. Farbach
Chemical Co., 241 F.2d 246, 112 USPQ 349 (6th Cir.1957); or when the patentee had no good faith belief in the validity of its patent,
Magnetic Engineering & Mfg. Co. v. Dings Mfg. Co., 178 F.2d 866, 84 USPQ 105 (2d Cir.1950). None of these circumstances is
here asserted.

In granting the injunction, the district court found that Medipart faced irreparable harm in the loss of customers, and that Medipart
had a reasonable probability of succeeding on the merits. In view of our disposition of the questions of law, ante, the assessment of
Medipart's probability of success and the balance of harms must be adjusted accordingly. See Xeta, Inc. v. Atex, Inc., 852 F.2d
1280, 7 USPQ2d 1471 (Fed.Cir.1988). We conclude that the district court's stated grounds can not support an injunction against
giving notice to those directly involved in the asserted infringement. The court's discretionary authority does not, under these
circumstances, extend to requiring the patentee to remain silent, even as it publicly litigates issues of direct concern to the objects
of the intended notice. See generally Atari Games Corp. v. Nintendo of America, Inc., 897 F.2d 1572, 14 USPQ2d 1034
(Fed.Cir.1990) (vacating preliminary injunction against filing infringement suits).

Accordingly, the injunction is vacated.

Costs

Costs under Fed.R.App.P. 39 are taxed in favor of Mallinckrodt.

REVERSED IN PART, VACATED IN PART, AND REMANDED.

[11 Mallinckrodt, Inc. v. Medipart, Inc., 15 USPQ2d 1113, 1990 WL 19535 (N.D.1Il.1990).

[2] Mallinckrodt has five United States patents on various aspects of the device. Patent No. 4,782,828 covers the overall combination including the
lead-shielded container, the nebulizer, and the manifold. Patent No. 4,529,003 is directed to the structure of the manifold. Patent Nos. 4,456,170,
4,251,033, and 4,116,387 are directed to various aspects of the nebulizer.

[3] Mallinckrodt, Inc. v. Medipart, Inc., No. 89-C-4524 (N.D.lll. December 19, 1989) (Order).

[4] Rulings of the lower courts have depended on the particular facts. Compare, e.g., Munters Corp. v. Burgess Industries, Inc., 450 F.Supp. 1195,
1202, 194 USPQ 146, 153 (S.D.N.Y.1977) (refusing to enforce license restriction when the goods were manufactured by the patentee, sold to the
licensee, and then resold into general channels of trade) with Chemagro Corp. v. Universal Chemical Co., 244 F.Supp. 486, 146 USPQ 466
(E.D.Tex.1965) (exclusive licensee can enforce label license limiting field of use of product, by infringement suit against purchaser with notice).

[5] Asserted "tensions" between the antitrust and patent laws have been subject of extensive commentary. Compatre, e.g., B. Wilson, Department of
Justice Luncheon Speech Law on Licensing Practices: Myth or Reality, before the Amer. Pat. Law Assn. (Jan. 21, 1975), in APLA Bull. Jan-Feb.
1975, 54, 58-59 (describing nine licensing practices that the Antitrust Division deemed to be per se illegal under Section 1 of the Sherman Act) with
A.B. Lipsky, Current Antitrust Division Views on Patent Licensing Practices, 50 Antitrust L.J. 515 (1982) (stating that none of these nine practices
was per se illegal).

[6] In Keeler the Court stated that "[w]hether a patentee may protect himself and his assignees by special contracts brought home to the purchasers
... would arise as a question of contract, and not as one under the inherent meaning and effect of the patent laws." 157 U.S. at 666, 15 S.Ct. at 741.
The question of whether a license restriction is binding on the purchaser is indeed one of contract law. However, the remedy for breach of a binding
license provision is not exclusively in contract, for a license is simply a promise not to sue for what would otherwise be patent infringement. Fromson
v. Western Litho Plate and Supply Co., 853 F.2d 1568, 1572, 7 USPQ2d 1606, 1613 (Fed.Cir.1988); Spindelfabrik Suessen-Schurr Stahlecker & Grill
GmbH v. Schubert & Salzer Maschinenfabrik AG, 829 F.2d 1075, 1081, 4 USPQ2d 1044, 1048 (Fed.Cir.1987), cert. denied, 484 U.S. 1063, 108
S.Ct. 1022, 98 L.Ed.2d 987 (1988). See 35 U.S.C. § 271(a) (defining patent infringement as the making, using, or selling of a patented invention
"without authority").

The district court stated that it intimated no opinion as to whether Mallinckrodt might enforce the restriction on "contract law or property law" or on
"equitable grounds". We agree that a patentee may choose among alternate remedies, but to deny a patentee access to statutory remedies is to
withhold the protection of the law. Thus whether Mallinckrodt may also have a remedy outside of the patent law is not before us.

[7] In accordance with the Uniform Commercial Code a license notice may become a term of sale, even if not part of the original transaction, if not
objected to within a reasonable time. U.C.C. § 2-207(2)(c).



[8] The district court, and Medipart, quote language from these opinions of exceedingly broad reach to support the view that the Bauer and Motion
Picture cases are not so limited. We do not favor this practice.

It is a maxim not to be disregarded, that general expressions, in every opinion, are to be taken in connection with the case in which those
expressions are used. If they go beyond the case, they may be respected, but ought not to control the judgment in a subsequent suit when the very
point is presented for decision.

Cohens v. Virginia, 19 U.S. (6 Wheat.) 264, 399, 5 L.Ed. 257 (1821).
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