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and Communities

Show Me the Money:
Patent Infringement Damages –

How To Secure Them and 
How To Defend Against Them 

This presentation is for educational and 
entertainment purposes. It represents views 
intended to stimulate discussion. It does not 
necessarily represent any speaker’s personal 
views, or the views of their respective 
Governments, employers, firms, or clients. 
Nothing in this presentation constitutes legal 
advice or establishes an attorney-client 
relationship with any speaker or their firm.

Disclaimer
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Act I

Damages

1. Theory 

2. Discovery

3. Games

Trajectory

1. Original Jurisdiction – Apportionment (1884)

2. Infringer’s Profit – Eliminated (1946)

3. Throw it to the Jury (c. 1982-2009)

4. “Compensate for the Infringement” - Actual 
Damages or Royalty - Apportionment
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Trajectory

Thou Shalt Not Recover Defendant’s Profits

Trajectory

Thou Shalt Not Recover Defendant’s Profits

Thou Shalt Not Use Rules of Thumb : 

 25% Rule

 50:50 

 “Nash” Bargaining

Trajectory

1. Attribution 
2. Apportionment
3. Evidence-Based
4. Invention’s Market “Footprint”

7 8 9
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Act II

35 U.S.C. § 284
What?

“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.
When the damages are not found by a jury, the 
court shall assess them. . . .” 

35 U.S.C. § 284. 
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What?

“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.
When the damages are not found by a jury, the 
court shall assess them. . . .” 

35 U.S.C. § 284. 

What?

“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.
When the damages are not found by a jury, the 
court shall assess them. . . .” 

35 U.S.C. § 284. 

What?

“Upon finding for the claimant the court shall 
award the claimant damages 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.
When the damages are not found by a jury, 
the court shall assess them. . . .” 

35 U.S.C. § 284. 
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What?

 Compensatory
 Economic harm 
 Caused by the infringement

How?

“In either event the court may increase the 
damages up to three times the amount found or 
assessed. . . .” 

35 U.S.C. § 284

How?

Further case-law requirements to enhance: 
 Willfulness
 Bad Faith
 Bad Behavior

16 17 18
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How?

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

35 U.S.C. § 284
Act III

Damages

19 20 21
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Damages Theories

Lost Profits
1. Patentee Profits
2. Price Erosion
3. Convoyed Sales
4. Increased Costs
5. Loss of Asset Value
6. Early Competitive Entry

Royalty
1. Established Royalty
2. Reasonable Royalty

Damages Theories

Lost Profits
1. Patentee’s Profits
2. Price Erosion
3. Increased Costs
4. Convoyed Sales
5. Loss of Asset Value
6. Early Competitive Entry

Royalty
1. Established Royalty
2. Reasonable Royalty

1. Lost Profits

But for the Infringement: 
a. Demand for Patented Product
b. No Non-infringing, Acceptable 

Substitutes – or Market Share 
Approach

c. Capacity to Meet Demand
d. Profit – Incremental

22 23 24
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1. Lost Profits

Panduit v. Stahlin Bros., 575 F.2d 1152 (6th Cir. 
1978); 

State Indus., Inc. v. Mor-Flo Indus., Inc., 883 
F.2d 1573, 1577 (Fed. Cir. 1989) (adopting 6th 
Circuit test).

1.  Lost Profits

a. Demand for Patented Product

1. Lost Profits

a. Demand
 Competes Directly
 Not Significantly Different

25 26 27
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1. Lost Profits

Two-competitor market

Litton v. Honeywell

1.  Lost Profits

b. No Non-Infringing Alternatives
 Acceptable
 Non-Infringing
 Available

or
Market-Share Approach

1. Lost Profits

Market share relative to all non-infringing 
competitors

State Industries v. Mor-Flo Industries
(1989)

28 29 30
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1.  Lost Profits

c. Capacity
 Capable
 Capital Investment 

1.  Lost Profits

d. Amount
 Revenues
 Costs
 Profits
 Margins

1. Lost Profits

 Invasive
 Challenging

31 32 33
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1. Lost Profits
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2. Price Erosion

Patentee forced to reduce prices 
to compete with infringer

But for the infringement, 
Patentee would have sold its 
product at a higher price

2. Price Erosion

34 35 36
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Must account for supply and 
demand effect of higher price

2. Price Erosion 3. Convoyed Sales 3. Convoyed Sales

Rite-Hite Corp. v. Kelley Co., 
56 F. 3d 1538 (Fed. Cir. 1995)

37 38 39
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3. Convoyed Sales

Entire Market Value:  
 Demand for entire product
 Sold together
 Single functional unit

3. Convoyed Sales 4. Increased Costs

Typically, marketing expense 

40 41 42
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5. Asset Value

Reduction in value of business or assets

6. Early Entry

Reduce lead time
Greater market penetration 
Sooner

43 44 45



6/6/2019

16

Problems?

 Foreign sales typically excluded
WesternGeCo v. Ion Geophysical Corp., 

585 U.S. ___, 138 S.Ct. 543 (2018)

Offshore Damages

Infringement:
 Section 271(f)(1) (all or a substantial portion 

of components and actively induced)
 Section 271(f) (2) (any component especially 

made or adapted)

46 47 48
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Offshore Damages

Lost Profits

Offshore Damages

Limited Holding

Still Have to Prove Lost 
Profits

But for the Infringement

a. Demand for Patented Product

b. No Non-infringing, Acceptable Substitutes 
– or Market Share

c. Capacity to Meet Demand

d. Profit – Incremental Income

49 50 51
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Offshore 
Damages

Offshore Damages

Power Integrations v. Fairchild Semiconductor 
(D. Del.) (14-CV-1347)

Western GeCo implicitly overruled denial of 
offshore lost profits in Power Integrations

Offshore Damages

Power Integration v. Fairchild Semiconductor 
(D. Del.) (14-CV-1347)

Patentee may recover offshore profits lost 
due to infringement under 35 U.S.C. §
271(a)

52 53 54
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Offshore Damages

Potential expansion of damages to include 
offshore lost profits but . . . 
still have to prove lost profits

Royalty Theories
7. Established Royalty

55 56 57
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7. Established Royalty

“. . . established license fees are the best 
measure of damages that can be used.” 
Clark v Wooster, 119 U.S. 322, 326 (1886)

7. Established Royalty

Established vs. Reasonable

General Motors Corp. v. Devex Corp., 461 
U.S. 648 (1983), Dowagiac Mfg. v. Minn. 
Moline Plow Co., 235 U.S. 641 (1915)

7. Established Royalty

INSERT FJC COVER 
Exacting Proof:
 Parties’ previous agreement
 Repeated, uniform, third-party licensing 

transactions – indicating general 
acquiescence

58 59 60
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7. Established Royalty

Requires Exacting Proof:
1. Parties’ previous agreement; or
2. Repeated, uniform, third-party licensing 

transactions

8. Established Royalty

Litigation Settlements 
May Not Be Used for 
Established Royalty

Rude v. Westcott, 130 U.S. 165 (1889)

7. Established Royalty

Actual, 
not hypothetical,
negotiation  

61 62 63
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7. Established Royalty

 Exacting proof
 Least common

8. Reasonable Royalty
8. Reasonable Royalty

Absent an established royalty –
hypothetical negotiation between 
willing parties

64 65 66
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Damages

Bottom Line:

 Multiple Theories

 Lots of Abuse

Act IV

8. Reasonable Royalty

67 68 69
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8. Reasonable Royalty

LaserDynamics, Inc. v. Quanta Computers, 
Inc., 694 F.3d 51, 75 (Fed. Cir. 2012)

8. Reasonable Royalty

Sinclair Ref. v. Jenkins Petroleum 
Process Co., 289 U.S. 698 (1933)

A Book of Wisdom

8. Reasonable Royalty

Form
 Lump Sum
 Running Royalty

70 71 72
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8. Reasonable Royalty

Amount

Georgia-Pacific Corp. v. United States Plywood 
Corp., 318 F.Supp. 1116, (S.D.N.Y. 1970)

Georgia-Pacific

1. Established royalty rate 2. Rates paid by licensee 
for comparable patents

Georgia-Pacific

73 74 75
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3. Nature and scope 
of the license

Georgia-Pacific

4. Established licensing 
policy

Georgia-Pacific

5. Commercial relationship

Georgia-Pacific

76 77 78
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6. Derivative or 
convoyed sales 

Georgia-Pacific

7. Duration and term

Georgia-Pacific

8. Profitability, commercial 
success, popularity 

Georgia-Pacific

79 80 81
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9. Utility and advantages 
over old alternatives

Georgia-Pacific

10. Nature and benefits of 
the invention

Georgia-Pacific

11. Use and value of that use

Georgia-Pacific

82 83 84
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12. Portion of the profit 
customarily paid as 
royalties

Georgia-Pacific

13. Portion of the realizable 
profit attributed to the 
invention

Georgia-Pacific

14. Opinion testimony of 
qualified experts

Georgia-Pacific

85 86 87
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15. Hypothetical negotiation 
between willing parties

8.  Reasonable Royalty 8. Reasonable Royalty 8. Reasonable Royalty

Litigation Settlements 
May Be Used on 
Reasonable Royalty

ResQNet.com, Inc. v. Lansa, Inc., 
594 F.3d 860 (Fed. Cir. 2010) 

88 89 90
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8. Reasonable Royalty

Non-Infringing Alternative
 Available? 
 Acceptable? 

8. Reasonable Royalty

Design Around

8. Reasonable Royalty

Profit
 Expected?
 Actual?

Lindemann Maschinenfabrik GmbH v. Am. 
Hoist & Derrick Co., 895 F.2d 1403, 1408 
(Fed. Cir. 1990)

91 92 93
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Act V

Apportionment
“The patentee must…give 
evidence, tending 
to…apportion…damages, 
between the patented feature 
and the unpatented 
features…or he must 
show…that the entire value of 
the whole machine…is properly 
and legally attributable to the 
patented feature.”

Garretson v. Clark, 111 U.S. 120 (1884)

Lucent v. Gateway
i4i v. Microsoft

Apportionment

94 95 96
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Apportionment

Smallest Saleable Unit –
may only be the starting point . . . .

Ericsson

FRAND 
Royalty Rates

Standards Setting Standards Setting

Hold-Up

97 98 99
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Standards Setting

Stacking

Ericsson
1. Instruct on only relevant factors
2. Instruct on actual FRAND commitment
3. Incremental value of invention
4. Evidence of hold-up and stacking

Standards Setting

100 101 102
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8. Reasonable Royalty

Rules of Thumb
 25% of infringer’s profits
 50:50 split
 Nash Bargaining

8. Reasonable Royalty

Entire Market Value Rule:  
 Demand for entire product
 Sold together
 Single functional unit

8. Reasonable Royalty

Demand:
 Survey Evidence

103 104 105
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Act VI

Burden of Proof

Patentee
 Preponderance 

of the Evidence

Burden of Proof

“Reasonable Probability”
 Approximation
 Uncertainty
 Sound Economic and 

Factual Predicates

106 107 108
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Burden of Proof

Speculative?

Burden of Proof

 Even if 
damages 
expert is 
excluded?

 Even if fail to 
prove any
damages?

Act VII

109 110 111
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Defending Against Damages 

Dangerous Game

“Fear is the path to the dark side. Fear leads
to anger. Anger leads to hate. Hate leads to 
suffering.”
Star Wars I – The Phantom Menace (1999) 

112 113 114
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Tools

 Demand
 Non-Infringing Alternatives
 Available
 Acceptable
 Capacity
 Profitable
 Comparable
 Apportionment
 Smallest Saleable Unit

Tools

1. Case Management
2. Discovery
3. Summary Judgment
4. Daubert Motions

115 116 117
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Case Management
 Pleadings
 Initial Disclosures
 Early Disclosure
 Phased Discovery
 Accelerated Discovery
 Contentions
 Early Evaluation

Discovery
 Marketing
 Demand
 Sales
 Costs
 Profits
 Attribution
 Apportionment 
 Substitutes
 Acceptability

Discovery

Some experts use
unreliable 
 Theories
 Information
 Techniques

118 119 120
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Expert Testimony

 Specialized knowledge
 Assist the trier of fact
 Understand or determine Knowledge, skill, experience, training, or 

education

Qualifications
Expert Testimony

1. Sufficient facts or data
2. Reliable principles and methods
3. Applied reliably to the facts

Expert Testimony

121 122 123
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Industry
Expert Testimony

Academia

Expert Testimony

 Reports
 Deposition
 Prior testimony 
 Publications

Expert Testimony

124 125 126
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 Cross on what you understand
 Credibility with audience
Watch your tone

Expert Testimony

Expert Reports:   
 Author 
 “Sum and substance”
 Edits  

Expert Testimony Expert Testimony

 Methodology
 Assumptions
 Comparable
 Impact analysis
 etc., etc., etc.

127 128 129
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Summary Judgment Summary Judgment
Partial Summary Judgment
 Date
 Notice
 Theory
 Lost Profits
 Overseas Acts
 Convoyed Sales
 Alternatives
 Laches
 Prosecution History
 Enhanced Damages

Daubert

Motion to Exclude

130 131 132
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Daubert Motions

Motion to Exclude
 Qualifications
 Sufficient Facts or Data
 Reliable Data
 Reliable Principles and Methods
 Reliably Applied

Daubert Motions

Redesign

133 134 135
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Identify 
Non-Infringing 

Alternatives

Summary:
1. Multiple Theories

2. Lost Profits

a. Difficult 

b. Offshore

3. Royalty

4. Apportionment and Attribution

5. Evidence-Based
Thank You 

for Your Time and Attention

136 137 138


