








Title 35 of the United States Code

§ 284 - Damages

Upon finding for the claimant the court shall award the claimant damages
adequate to compensate for the infringement, but in no event less than a
reasonable royalty for the use made of the invention by the infringer, together
with interest and costs as fixed by the court.

Only "damages" may be recovered (not “profits” as patent law does not punish the infringer).

“compensation for the pecuniary loss he has suffered from the infringement, without regard to the question
whether the defendant has gained or lost by his unlawful acts.” Coupe v. Royer (1865)

The goal is to put the patentee back in the position the patentee would have been in had the
infringement not occurred

“how much had the Patent Holder and Licensee suffered by the infringement...had the Infringer not
infringed, what would Patent Holder-Licensee have made?” Livesay Window v. Livesay Indus. (5% Cir. 1958)
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Title 35 of the United States Code

§ 284 - Damages

Upon finding for the claimant the court shall award the claimant damages
adequate to compensate for the infringement, but in no event less than a
reasonable royalty for the use made of the invention by the infringer, together
with interest and costs as fixed by the court.

> Only 2 types of Damages allowed, “Lost Profits" and "Reasonable Royalties”

> “Lost Profits” tends to be higher than "Reasonable Royalties”, which is
considered as the floor for damages under §284

> Patentees may be entitled to both “Lost Profits" and "Reasonable Royalties”
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Rational

Giving patentees profits they would have earned “but for” the infringing act
effectively puts them in the position absent the infringement

Panduit Factors
» Demand for the patented product as a whole
» The absence of acceptable non-infringing alternatives
» Manufacturing and marketing capabilities to exploit the demand
» The amount of profit it would have made but for the infringement
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Reasonable Royalties

Rational

Form of restitution, in the sense that the award forces the infringer to pay back the
royalty it wrongfully withheld from the patentee

Georgia Pacific Hypotethical Negotiation

- A hypotethical negotiation between a “willing licensor” (the patent owner) and a
“willing licensee” (the infringer), at the time the infringement began, to determine
reasonable royalty damages using the listed 15 factors.

- Hypothetical negotiation assumes that the patent in suit was valid and infringed

- "Book of Wisdom” approach may be used in some cases (i.e. commercial success
of the invention, extent of the use of the invention by the licensee)
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Title 35 of the United States Code

§ 284 - Damages

When the damages are not found by a jury, the court shall assess them. In
either event the court may increase the damages up to three times the amount found
or assessed.

The court may receive expert testimony as an aid to the determination of damages
or of what royalty would be reasonable under the circumstances.

» During trial, damages experts from both sides opine on the Reasonable Royalities
based on the 15 Georgia-Pacific factors for the jury to make the determination

» The priorities of the 15 Georgia-Pacific factors are not set, allowing the damages
experts to argue in broad ranges of “reasonable” royalties
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Georgia-Pacific Co. v. U.S. Plywood Co. (S.D.N.Y. 1970)

1. The royalties received by the patentee for the licensing of the patent in suit, proving or
tending to prove an established royalty.

2. The rates paid by the licensee for use of other patents comparable to the patent in suit.

3. The nature and scope of the license, as exclusive or nonexclusive; or as restricted or
nonrestricted in terms of territory or with respect to whom the product may be sold.

4. The licensor’s established policy and marketing program to maintain his patent
monopoly by not licensing others to use the invention or by granting licenses under
special conditions designed to preserve that monopoly.

> Prior license agreements bear heavy weight in the Georgia-Pacific analysis
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Georgia-Pacific Co. v. U.S. Plywood Co. (S.D.N.Y. 1970)

10.

The commercial relationship between the licensor and licensee, such as, whether they are
competitors in the same territory in the same line of business; or whether they are inventor
and promoter.

The effect of selling the patented specialty in promoting sales of other products of the
licensee; the existing value of the invention to the licensor as a generator or sales of his
non-patented items; and the extent of such derivative or convoyed sales.

The duration of the patent and the term of the license.

The established profitability of the product made under the patent; its commercial success;
and its current popularity.

The utility and advantages of the patent property over the old modes or devices, if any,
that had been used for working out similar results.

The nature of the patented invention; the character of the commercial embodiment of it as
owned and produced by the licensor; and benefits to those who have used the invention.
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Georgia-Pacific Co. v. U.S. Plywood Co. (S.D.N.Y. 1970)

11. The extent to which the infringer has made use of the invention; and any evidence
probative of the value of that use.

12. The portion of the profit or of the selling price that may be customary in the
particular business or in comparable businesses to allow for the use of the invention
or analogous inventions.

13. The portion of the realizable profit that should be credited to the invention as
distinguished from non-patented elements, the manufacturing process, business
risks, or significant features or improvements added by the infringer.

14. The opinion testimony of qualified experts.

15. The amount that a licensor and a licensee would have agreed upon (at the time the
infringement began) if both had been reasonably and voluntarily trying to reach an
agreement
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Other Methods of Damage Calculation

» The Federal Circuit expressly stated that Georgia-Pacific approach is not the
only possible approach to computing reasonable royalty damages.

- Infringer had an internal memo just before infringement began projecting net profit to
be about 40% of the anticipated sales price. As the standard industry net profit was
about 10% of the sales price, the patentee was awarded a reasonable royalty damages
of 30%, the difference between the two. TWM Manufacturing Co. v. Dura Corp. (1986)

> “Rule of thumb” approach: some courts have found that 25% of the profit
margin for any infringing products to be attributed to the infringed patent. This
approach was rejected by the Federal Circuit in Uniloc USA v. Microsoft (2011)

» “Nash Bargaining Solution” approach: 50/50 split of profits between the
patent owner and infringer as a starting point to establish reasonable royalty.
Federal circuit has been reluctanct to accept this approach, for example, denied
expert’s damages testimony as inadmissable in Virnetx v. Cisco Systems (2014)
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SSPPU v. EMVR v. FRAND



Smallest Salable Patent Practicing Unit

Cornell University v Hewlett-Packard Company, (N.D. NY, 2009)

> Plaintiff Cornell University claimed infringement by Hewlett-Packard’s sales of
$36 billion of workstations and computer servers

> Judge had reminded Cornell of the “vast amounts of technology beyond the
infringing part of the processors” and had advised the plaintiff “to present well-
documented economic evidence closely tied to the scope of the claimed
invention”.

> “The logical and readily available alternative was the smallest saleable infringing
unit with close relation to the claimed invention — namely the processor itself”

» The doctrine aims to reflect the correct “economic footprint” of the invention
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Entire Market Value Rule

Power Integrations v. Fairchild Semicon. (Fed. Cir. 2018)

» Admission of evidence of the entire market value only serves to make a patentee’s
proffered damages amount appear modest by comparison, and to artificially inflate
the jury’s damages calculation

> To invoke the entire market rule in assessing damages, a patentee bears the
burden of proving “the patented feature is the sole driver of customer demand or
substantially creates the value of the component parts”

» Even when a damages theory relies on the smallest salable unit as the basis for
calculating the royalty, the patentee must estimate what portion of that smallest
salable unit is attributable to the patented technology when the smallest salable
unit itself contains several non-infringing features
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> “Top-down" approach: Start by taking a total aggregate royalty for all SEPs
related to the standard and work backwards to determine the value of a given
patent or portfolio

» Enhanced Damages: District Courts has ruled to increase FRAND rates upon
finding of willful infringement. Core Wireless Licensing S.a.r.l. v. LG Electronics,
Inc. and LG Electronics Mobilecomm U.S.A., Inc., (E.D. Tx 2016)

» Injunction: Federal Circuit opined that there is no per se rule precluding
injunctions for SEPs, which may lead to an argument that royalties in excess of
FRAND rates may be available. Apple, Inc. and Next Software Inc. v. Motorola,
Inc. and Motorola Mobility, Inc. (Fed. Cir. 2014)
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Webinar Series ~ Better Safe than Sorry ~

No. 1: Introduction (2021.01.29)
No. 2: Willful Infringement  (2021.02.26)
No. 3: Virtual Patent Marking (2021.05.28)
No. 4: Jury Trial (2021.06.25)
No. 5: Damages (2021.07.30)
No. 6: Discovery (2021.09.24)
No. 7: Doctrine of Equivalents (2021.10.29)
No. 8: ITC (2021.11.26)
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Presenter

Jitsuro Morishita

Tokyo: 03-4578-2530

Mobile: 070-1498-0066
jitsuro.morishita@morganlewis.com

Morgan Lewis

Jitsuro Morishita devotes his practice to resolving complex global
disputes in the areas of intellectual property, antitrust,
governmental investigations, labor, and environmental issues.

Early in his career, he worked in-house for two global technology
companies, Pioneer Corporation and Fujifilm Corporation, bringing
unique expertise to advocate using profound understanding of
Japanese company cultures.

Jitsuro is devoted to bringing his clients (i) easy communication
using excellent communication skills, (ii) pleasant surprises from
creative and out-of-the-box ways of thinking, and (iii) deep
satisfaction through great results and client-friendly experiences.
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