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Free Trade in Europe — The Principle of
Exhaustion of Patent Rights in the EU

Griinecker Patent und- Rechtsanwilte
European Patent Attorney

Dr. Anton Pfau

The principle upon which the European Union (EU) is built, is the free trade of goods,
the free movement of people, but also the rights to own property within the member states of the
European Union. This defining tenet is laid down in Articles 34 and 36 of the Treaty on the
Functioning of the EU and under Article 17 of the charter of EU fundamental rights.

In the conflict of the right to property, including intellectual property, and the free
trade of goods, the EU adopted a regional exhaustion within all member states. This decision is
contrary to the international exhaustion as in the United States according to their Supreme Court
decision, and differs from a purely national exhaustion in each member state. Under the principle
of exhaustion, the patent owner’s rights are exhausted if a product covered by their patent is
brought into the market of the territory of their protection right by, or with the consent of, the
patentee. On the basis of regional exhaustion in the EU, which is effectively extended to the
member states of the European Economic Area (EEA), the patent holder’s rights with respect to
the same products in any EU or EEA member state are exhausted if the patented product is put on
the market anywhere in the EU or EEA by or with the consent of the patentee. However, if the
product was placed on the market by the patentee outside of the EU or EEA, the patentee is not
barred from enforcing his patent rights in the EU and can thus prevent parallel imports.

The European Court of Justice has considered it mandatory for the functioning of the
internal market that member states are bound by the rule of regional EU exhaustion and cannot
adopt a rule of international exhaustion. The regional EU wide exhaustion of patent rights is also
reflected in Article 29 of the Agreement on a Unified Patent Court in Europe which has yet to
come into force pending its ratification in Germany. The United Kingdom (UK), which has opted
to leave the EU, will be treated as a non-EU Country in terms of patent exhaustion after Brexit
unless the EU and the UK regulate a withdrawal agreement providing special terms for the UK.
While there is currently no withdrawal agreement dealing with exhaustion of patent rights
arranged with the EU, in November 2018 , the UK government published “The Intellectual
Property dealing with exhaustion of patent of rights [Exhaustion of Rights] [EU Exit] Regulation
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2018” according to which it plans to maintain exhaustion rules as they exist before their exit from
the EU. This means the UK will recognize patented products permissively brought onto the
market in the EU member states as exhausted under a UK patent. These terms will result in a non-
symmetric situation, which will block parallel imports from the UK into the EU. Lack of patent
exhaustion in UK with respect to the EU may have a big impact on the UK economy, in addition
to potential trade tariffs between UK and EU after Brexit.

The requirement of market-placement with the consent of the patentee includes a third
party action covered by an unrestricted license, or any otherwise clearly expressed approval of the
patentee.

Once a patented product is put on the market by or with the consent of the patentee,
this product may undergo modification. The question then arises as to how far the principle of
exhaustion will reach if such products are repaired or refurbished. In Germany, the Supreme Court
has developed its case law to the extent that repair of a product is not in breach of exhaustion.
Conversely, the new manufacturing of a patented product, even if based on parts according to the
original product, would commit patent infringement. The Supreme Court of Germany ruled in a
recent landmark decision regarding printer toner cartridges on the question of exhaustion. They
confirmed in their decision that refurbishing the toner drum to the cartridge is not an infringement
where the printer with the toner cartridge has been placed on the market by, or with the consent
of,, the patentee and the toner cartridge requires toner drum replacement, and where it is equipped
with the patented feature of an angled gear member facilitating access to the whole toner cartridge
for its replacement (Supreme court “Dongle gear”, X ZR 55/16). The critical consideration by the
court was based on the fact that the replaced toner drum, did not reflect the inventive special
technical feature of the patent. In a situation where it could not be determined whether there was a
public expectation that the toner drums were subject to a repair or replacement requirement, the
Supreme Court focused on the relationship of the subject of replacement, in this case the toner
drum, with the inventive feature according to the patent. As the replaced part was considered
merely an object of the inventive effect, but did not contribute in an inventive way, it was
consequently remote from the invention and therefore did not exploit the technological and
economic advantages of the invention.

This decision has paved the way particularly for the market of recycling of used toner
cartridges in Europe, bringing the balance of the EU’s basic foundations closer to the free
movement of goods.

For more information, contact the author by email at : pfau@grunecker.de



