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Calculation Method and Development
Trends towards Reasonable Royalty
Damages for U.S. Patent Infringement

Ching-Yi Wu'
Abstract

This article firstly elaborated legal regulations about infringement damage
compensation with American patents and then facilitated with qualitative analysis
of judgment content to give a brief induction of the cases about Lost Profit, Rea-
sonable Royalty, Comparable Licenses, Apportionment and Entire Market Value
Rule, and take this opportunity to specify the calculation way of reasonable royalty
used for American court. As judgment was entered under results for applicable law
about some case conditions and not comprehensive viewpoint for reasonable roy-
alty, and some judgments may have different explanation under the same legal
principle between two judgments, why did it result from? To answer this question,
we should firstly probe the initial intention for each legal principle, and then audit
the differences between each two case facts before it properly applied for each le-
gal principle. This article tried to classify and incorporate into different case types
for formulating conceptual framework for reasonable royalty, as well as raise cal-

culation mode for reasonable royalty.

*

Judge, Taiwan HsinChu District Court; LL.M, College of Law, National Chengchi Univer-
sity; LL.M, School of Law, National Chiao Tung University; Doctoral Student, School of
Law, National Chiao Tung University.
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For recent development trends towards reasonable royalty, namely the calcu-
lation mode of royalty for standard-essential patents and ongoing royalties, this
Article also gave analysis and introductions. While calculating royalties for stan-
dard-essential patents, it was not exactly the same as that of reasonable royalty,
especially whether patentee fulfills fair, reasonable and nondiscriminatory obliga-
tion or whether it resulted patent holdup, royalty stacking and caused impairment
for competition, damage of consumer benefits, which has become the focus in the
American scholars and pragmatic industry in recent years, the United States Dis-
trict Courts have diversified statuses about calculation of such royalty, and the Fed-
eral Circuit gave the guiding principles at Ericsson v. D-Link case. In addition, in
regards to the issue of infringer still continues to infringe Ongoing Royalties after
jury verdict and affirmed infringement for patent rights, the Federal Circuit Court
did not explicitly indicate calculation method even through it expressed several
principles, this article analyzed the comments that gave by the judges at the Eastern
District of Texas about the case of Mondis Technology Ltd. v. Chimei InnoLux
Corp., as well as the different viewpoints made by scholars, so as to set up calcula-

tion framework for ongoing royalty, and raised for critical advice.

Keywords: Reasonable Royalty, Apportionment, The Entire Market
Value Rule, Standard-essential Patents, Ongoing Royal-
ties
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4 35 U.S.C. § 283 (2015) (“The several courts having jurisdiction of cases under this title
may grant injunctions in accordance with the principles of equity to prevent the violation of
any right secured by patent, on such terms as the court deems reasonable.”).

5

35 U.S.C. § 284 (2015) (“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.
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In either event the court may increase the damages up to three times the amount found or
assessed. Increased damages under this paragraph shall not apply to provisional rights un-
der section 154(d). 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. § 285 (2015) (“The court in exceptional cases may award reasonable attorney
fees to the prevailing party.”).

TWM Mfg. Co. v. Dura Corp., 789 F.2d 895, 898 (Fed. Cir. 1986).
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John M. Skenyon et al., Patent Damages, 17 CORP. COUNS. REV. 1, 13-16 (May 1998),
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http://www.fr.com/files/uploads/publications/patentdamages/CCRscan.pdf.

Water Technologies Corp. v. Calco Ltd., 850 F.2d 660, 671 (Fed. Cir. 1988); see also Bio-
Rad Laboratories v. Nicolet Instrument Corp., 739 F.2d 604, 616 (Fed. Cir. 1986).

Panduit Corp. v. Stahlin Bros. Fibre Works, Inc., 575 F.2d 1152 (6th Cir 1978).

See id. at 1156 (“(1) demand for the patented product, (2) absence of acceptable non-

10

11
12

infringing substitutes, (3) his manufacturing and marketing capability to exploit the demand,
and (4) the amount of the profit he would have made.”).

£ B & % k% £ Rude v. Westcott, 130 U.S. 152, 9 S. Ct. 463, 32 L. Ed. 888 (1889) —%
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13
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Co. v. Dura Corp., 789 F.2d 895 (Fed. Cir. 1986) °
Riles v. Shell Expl. & Prod. Co., 298 F.3d 1302, 1313 (Fed. Cir. 2002) (“reasonable royalty
determination must relate to the time infringement occurred, and not be an after-the-fact as-
sessment.”); Unisplay S.A. v. American Elec. Sign Co., 69 F.3d 512, 518 (Fed. Cir. 1995)
(“rejecting a royalty based on evidence of likely value at time of trial”).

Sinclair Ref. Co. v. Jenkins Petroleum Process Co., 289 U.S. 689, 698, 53 S. Ct. 736, 77 L.

Ed. 1499 (1933) (“post-infringement evidence represents a book of wisdom providing ex-

14

15

16

perience that is then available to correct uncertain prophecy.”).

Lucent Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1325 (Fed. Cir. 2009) (“The hypotheti-
cal negotiation also assumes that the asserted patent claims are valid and infringed.”).
Georgia-Pac. Corp. v. U.S. Plywood Corp., 318 F. Supp. 1116 (S.D.N.Y. 1970).

17

18
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20 FED. R. EvID. 702: A witness who is qualified as an expert by knowledge, skill, experi-
ence,training, or education may testify in the form of an opinion or otherwise if: (a) the ex-
pert’s scientific, technical, or other specialized knowledge will help the trier of fact to un-
derstand the evidence or to determine a fact in issue; (b) the testimony is based on sufficient
facts or data; (c) the testimony is the product of reliable principles and methods; and (d) the
expert has reliably applied the principles and methods to the facts of the case.

21 ResQNet.com, Inc. v. Lansa, Inc., 594 F.3d 860 (Fed. Cir. 2010).
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Wordtech Sys., Inc. v. Integrated Networks Sols., Inc., 609 F.3d 1308 (Fed. Cir. 2010).
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26 Lucent Techs., Inc. v. Gateway, Inc., 580 F.3d 1301 (Fed. Cir. 2009).

27 Seymour v. McCormick, 57 U.S. 480 (1853).
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Ericsson, Inc. v. D-Link Sys., Inc., 773 F.3d 1201 (Fed. Cir. 2014).
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b} 3% — ( Georgia-Pacific iy 15 {22 KN )

L (RS VAR A O I APOMALE < (The royalties
received by the patentee for the licensing of the patent in suit, proving or tend-
ing to prove an established royalty. )

2. Py - E'J?%T[’l‘}ﬁ%?gi EJJ aln PBEJ! FIIFrd [ Vf#aF& 3 o (The rates
paid by the licensee for the use of other patents comparable to the patent in
suit. )

3. %ﬂ@lz SV PR E {/D f%ﬁy@ﬂ(ﬂiﬁgﬁfgﬁy %@ﬂiﬁ:”ﬁ‘/ LBy
B;Lﬁjﬂ ; ﬁ‘/ﬁa’f{’{[ﬂ’g E;l;ﬁ%&ﬂﬂfﬁﬂ ( The nature and scope of the license, as ex-
clusive or non-exclusive; or as restricted or non-restricted in terms of territory
or with respect to whom the manufactured product may be sold. )

4. $OM ISP FTHIFRH  RLSRRER H AL B I TR -
B A T I A I%}?]tiﬂ jJ! HiF] JE,JFW |4 o (The licensor’s estab-
lished policy and marketing program to maintain his patent monopoly by not li-
censing others to use the invention or by granting licenses under special condi-
tions designed to preserve that monopoly. )

5. ;@»@ ST - IR (1006 PLRL S SR T

sy [%|FEJ£_7 TR P N2 (R FT;J (i = (The commercial relationship
between the llcensor 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. )

6. PR 8 FTMTk T 2 SbLETH ¢ V] f&@% e I By > Y
ﬂmauiz;f I o o O 10 5 )00 o PR B % i i
B o (The effect of selling the patented spec1alty in promoting sales of other
products of the licensee; the existing value of the invention to the licensor as a
generator of sales of his non-patented items; and the extent of such derivative or

convoyed sales. )
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7. ﬂ’ Fde 1 E JT’?‘HP H W PAE % (The duration of the patent and the term of
the license. )

8. J’%U@rﬁ YIFTEH] S ATl MR R U E Y, o (The estab-
lished profitability of the product made under the patent; its commercial suc-
cess; and its current popularity. )

9. J!ﬂJE;fF ’f# o EE N p‘/%iﬁ&'#ﬂjél“{é s B & VHRR R (R EHF ( 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. )

IO-EJ’*IBEF'EJ;‘/TE’T ;A k}lﬁjﬁﬁﬂﬁ PFREH | 2= R e o e J!ﬂJéﬁ
P RETH AUF][2%% o (The nature of the patented invention; the character of the
commercial embodiment of it as owned and produced by the licensor; and the
benefits to those who have used the invention. )

11. [h1d - *IJE'J%TJ’ FIEPIERERE 5 TP 2 ™ T J’%IJ U FI#pREEC e (The
extent to which the infringer has made use of the invention; and any evidence
probative of the value of that use. )

12,1 | FIER B LV~ 553 (AB07 | y FIEE A 0 Y S - o g
I ¢ Hlu“?*/% T 7 - (The portion of the profit or of the selling price that
may be customary in the particular business or in comparable businesses to al-
low for the use of the invention or analogous inventions. )

1322 R A PR I SRR R AU PREST - B - 3 e~ iR
Elff—ﬁj ipyes LV Eh o (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. )

F [F‘ﬂ!é‘\ METEL V #UFLEER o (The opinion testimony of qualified ex-
perts. )

ISJf S CUNEAIE * ) SRR (O S ) IR - F U
R AR U R R [ RIS RS R
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(EQEEA Sy S @F}Jﬁﬂj@&ﬁ ﬁﬁv’rﬁ#&@;ﬁ %ﬁzﬁ - i %;{ﬂ “—&EJJ FPs
il L VRS 5 [ EALS (IREL (kb ) AR
= (R PR A R S'FE/E‘?%E‘;V f#F]= - (The amount that a licen-
sor (such as the patentee) and a licensee (such as he infringer) would have
agreed upon (at the time the infringement began) if both had been reasonably
and voluntarily trying to reach an agreement; that is, the amount which a pru-
dent licensee-who desired, as a business proposition, to obtain a license to
manufacture and sell a particular article embodying the patented invention-
would have been willing to pay as a royalty and yet be able to make a reason-
able profit and which amount would have been acceptable by a prudent patentee

who was willing to grant a license. )
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2% SRk

FR3CERT]

?iﬁ’<HW@@%J@¢%®kQﬁW@W§V“Fﬁ“: B
) o (BN o BT 42 3T 4 W] T 1388-1447 2013 F 12 F] -
(Lee, Su-Hua, Patent Infringement and Damage Calculation in Taiwan Legal Practice:
Recovery of the Infringer’s Profits, National Taiwan University Law Journal, vol. 42,
no. 4, at 1388-1447, Dec. 2013.)

W <EJ’*IJI'%@TEJ%’E%EI’E&’;‘/EI%FE> ’ <<fl§fi?**]: Fru>> P BT 1L EEY2 HY
F1175-250 - 2014 &+ 12 %] - (Wu, Ching Yi, Empirical Study on Damage Award of
Patent Disputes, Technology Law Review, vol. 11, no. 2, at 175-250, Dec. 2014.)

MR

HIPH RPN T Lo S Skl RGP
W SZ S VRN o B G SRLR P Y o 2011
12 | = (Wu, Ching Yi, Empirical Analysis on Damage Award of Patent Disputes,
LL.M. thesis, National Chiao Tung University, Dec. 2011. )

R R & aR

BIHR % A0 PI0RE CYBIEAIRBE (I O e ) - e
5 02016 B AIFIFE (0o Aok BRUBIRRR 01 0 o B SR ek e
Fr= 8k, #r (2016) o (Liu, Shang Jyh, Wei Ji Lee & Rou Hui Liu, Patent
Valuation and Damage Award in Taiwan: Review and Response, presented in Interna-
tional Symposium on Patent Valuation and Damage Award, Institute of Technology

Law, National Chiao Tung University, Hsinchu (2016). )
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