T

R = 2 <~ F

FRE R R A

EFE AR LA Sk AR E A Y 2 5L 2 B Rk

-

Empirical analysis on damage award of patent disputes

BB R A R



LA BT 2 B

NEREAREAFLY o LHTEMARRA 2 S LT RER

Rl

Empirical analysis on damage award of patent disputes

Foyo4 X Student : Ching-Yi Wu
I ERRFIN R Advisor : Shang-Jyh Liu

W o=z 2 oid < F
PR RfRE S
G T

A Thesis
Submitted to Institute of Technology Law
College of Management
National Chiao Tung University

in Partial Fulfillment of the Requirements

for the Degree of

Master of Law
in
Technology Law

December 2011

Hsinchu, Taiwan, Republic of China

PEAR-FEL -



Foopoo4 A ER R RN
CEIEETIRN- &5 F- 423 SF-3F 32 £
oz

ABERE aE R AR RS FEFRE E R TR

A& FINHE RS b F l:?&]l:?&]"f-'r—? ¥ % Z B € (lInternational Trade
Commission ; § AITC) @ PIHEM » L4 " § FEARKP I v T
TEREERMOPHRAETE G AR REEH ST UL
RANTHIRH AR ZFR I NARNBIRF ELIRE > BR2
FIREFFR S 2T HAL > T fES @I%?' |2 AR S RPHSTFRE
2 - % FELEFRE EEANREAZ 2 ARE S F
T A ERY A REG é#lﬁk? il FRATEA P B B R
B LI RH IR 24T > B RMATREZ N B 57T -
3

A g RFEHEJIRREIRA G- TR AT EBED S 5
SFRBIAEREZA N F O RBEBEAEANE L S 22 RBE  F R
7% 4 B ¢ (The Federal Trade Commission ; @ fiFTC) & & flecd ¢ #f
#ehzEy o THUER ﬂﬁ RUEMTL2ZFEFT A NNEE 2 T
HE T v REBET R ZFARAREE 2 E S
A THNEJIRRLF TR R FARREFIET I 22
PREGIBA#HT MG o RO A2F2 - Fe
100107 31p F 2 FEMAF L JIEBIE T RE - LA L9877
W o Wit 2 AR ET RAEA 2 TEg ) v T
TER ALl 2 TEEF IR ERIEY o TRATEMA
Zla— o~ 2 FEEP BRSO RPN 2 Sk e BT
FRIA R &S F“ﬁw\’f‘riﬂ > ?&iﬂ P A S A RE AR S

*



Empirical analysis on damage award of patent disputes

Student : Ching-Yi Wu Advisor : Dr. Shang-Jyh Liu

Institute of Technology Law
College of Management

National Chiao Tung University

ABSTRACT

It is common to learn that Talwan companies are engaged in patent
infringement or Antitust violations .in the United States. Products made by
Taiwan manufacturers are sometimes excluded by the US International Trade
Commission (ITC) on the ground of patent infringement. As a Judge of Hsinchu
District Court, | once adjudged a case that one Taiwan electronic components
exporter being accused of patent infringement by an American patentee, the
exporter in turn sued its upstream manufacturer for damage in Hsinchu District
Court. Because of frequent business transactions between the U.S. and Taiwan,
patent disputes seem unavoidable. Till very recently in 2011, the enactment of
U.S. Patent Reform Act as the America Invents Act as well as new
amendments to the Patent Law in Taiwan were all passed, and the changes
signify a need to understand the legal institution and practice of patent disputes
and damages This paper analyzes the damage award of patent infringement
from both jurisdictions, and conducts the empirical research to unveil the
enforcement of patent damages .

This paper aims to explore the damage compensations of patent
infringement. Chapter | introduces the background and motivation for such
research, and the research goal, methodology and process. Chapter Il refers to



the regulations and practices of the U.S. , including statutes , cases and
recommendations of the Federal Trade Commission (FTC) regarding the U.S.
Patent Reform. Furthermore, this study provides empirical findings of U.S
scholars for the suggestions proposed by the FTC. Chapter Ill dedicates to the
patent infringement relief system of Taiwan. It includes the legislative history
and scholastic interpretations. Moreover, this chapter analyzes the patent
damage award on the legal grounds of torts, as contrast to unjust enrichment and
unlawful management of affairs without mandate. Chapter IV performs an
empirical analysis of patent damages on the cases, from 1 July 2008 to 31
October 2011, adjudged by Taiwan Intellectual Property(IP) Court. The
empirical research quantifies with descriptive statistics for patentee's "winning

rate",

percentage of damages ", "amount of damages" and " the comparisons of
awarded ratios among various approaches of damage award " Furthermore,
qualitative research is also conducted by analyzing the case contents from the
decisions of first and second instances of IP Court . The final chapter concludes
with the comparisons of pertinent patent regulations and practices from the
United States, Germany, Japan, China and Taiwan. Based upon the empirical
study of this research, patent legislation history as well as the newly passed
Taiwan Patent Law, this thesis proposes to Taiwan courts the interpretations and
practice with regard to the infringers’ profits and the reasonable royalty as

damage compensations.
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U.S. Constitution, Article I, Section 8. (“To promote the progress of science and useful arts, by securing for
limited times to authors and inventors the exclusive right to their respective writings and discoveries”).
Act of 1790, 1 Stat. 111 (“such damages as shall be assessed by a jury.”).

Act of 1793, 1 Stat. 318 (“awarding threefold the patentee's sale or licensing price.”).

Act of 1800, 2 Stat. 37. (“a sum equal to three times the actual damage sustained by such patentee.”).

Act of 1836, 5 Stat. 117 (“a patentee could recover compensatory damages in an action at law the “actual
damages sustained by the plaintiff, not exceeding three times the amount thereof, or when an injunction
was sought the patentee could recover the infringer's profit.”).

Act of 1870, 16 Stat. 201. (“The court shall have power, upon bill in equity filed by any party aggrieved,

.. to prevent the violation of any right secured by patent, ... and upon a decree being rendered in any
such case for an infringement, the claimant shall be entitled to recover, in addition to the profits to be
accounted for by the defendant, the damages the complainant has sustained thereby ”).
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Birdsall v. Coolidge, 93 U.S. 64, 69 (S. Ct. 1876)(“Damages of a compensatory character may also be
allowed to the complainant suing in equity, in certain cases, where the gains and profits made by the
respondent are clearly not sufficient to compensate the complainant for the injury sustained by the
unlawful violation of the exclusive right secured to him by the patent. Gains and profits are still the
proper measure of damages in equity suits, except in cases where the injury sustained by the
infringement is plainly greater than the aggregate of what was made by the respondent; in which event
the provision is, that the complainant ‘shall be entitled to recover, in addition to the profits to be
accounted for by the respondent, the damages he has sustained thereby.’").

Act of August 1, 1946, ch. 726, 60 Stat. 778, 35 U.S.C. § 70 (“the complainant shall be entitled to recover
general damages which shall be due compensation for making, using, or selling the invention, not less
than a reasonable royalty therefor ....”).

Kori Corp. v. Wilco Marsh Buggies and Draglines, Inc.,761 F.2d 649(Fed. Cir. 1985).

'%Ric-Wil Co. v. E.B. Kaiser Co., 179 F.2d 401(7th. Cir. 1950).
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35 U.S.C. §284 (“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. 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 under section 154(d) of this title. The court may receive expert testimony as an aid to
the determination of damages or of what royalty would be reasonable under the circumstances.”).

FTC, THE EVOLVING IP MARKETPLACE: ALIGNING PATENT NOTICE AND REMEDIES WITH COMPETITION, FEDERAL TRADE
CommissioN(March 2001), http://www.ftc.gov/0s/2011/03/110307patentreport.pdf.
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™ In re Kirk, 376 F.2d 936, 964 (C.C.P.A. 1967)(“It is one of the legal beauties of the system that what is
given by the people through their government — the patent right — is valued automatically by what is
given by the patentee. His patent has value directly related to the value of his invention, as determined
by the marketplace.”).
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' Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S. 476, 507 (S. Ct. 1964) (quoting Livesay 16
Window Co. v. Livesay Indust., Inc., 251 F.2d 469, 471(5th Cir. 1958)).
7 JoHN SKENYON, CHRISTOPHER MARCHESE, John Land, PATENT DAMAGES LAW & PRACTICE §§ 1.1, 1-3, 1-4(2008).

¥ 35 U.5.C. § 283.
% eBay, Inc. v. MercExchange, LLC, 547 U.S. 388,391 (S. Ct. 2006).
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20 Solomon, Neal E., Adverse Effects of Moving from Property Rules to Liability Rules in Intellectual Property:
A New View of the Cathedral Without the Disintegration of Property RIGHTS IN PATENT Law, SOCIAL SOCIAL
SCIENCE RESEARCH NETWORK (June 11, 2010), http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1623977
(“Holdup is a concept applied in real property to indicate that a property holder has a right not to sell his
property until his price and terms are met. An exclusive right in a patent is an Article One constitutional
right for inventors. A “patentee holdup conjecture” is asserted by infringers that prefer application of
liability rules to the patent system, rather than an exclusive right.”).
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%@’mﬂ%;“**“%W%Eﬁ%”oiﬂﬁﬁﬁ$$%’%ﬁﬁ
2AFfRYEA G BAE- BEAORE P f TR

NS

H2- 8 2but for" v K en/G A A # I § cni2d o T 5 R AF T PEFELIVE

! Supra note 12, Rhodes at 195-96 (2/11/09); Johnson at 188 (2/11/09); Maghame at 203 (2/11/09);
Cassidy at 183-84 (2/12/09).

> Supra note 12, IBM Comment at 2 (2/12/09) (citing “costly settlement in advance of litigation” as one
consequence of 39 patents “lack[ing] clear boundaries”); Yen at 52-53 (12/5/10) (describing how high
litigation costs even for “baseless assertions,” difficulty in establishing invalidity and uncertainty
regarding damage determinations can lead to “unmeritorious settlements”).
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¥
3
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“o et s 285 fERE T AB 2 R
gm&gmﬁ A YK T F R WA R R § L)
fo s WAL B AAEFI L DB 2)a R TR 2
g “?dayﬁé%ﬁrﬁw ) 3) EIEAET R 4) EBEFY

35 U.S.C. § 283 (“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.”).

35 U.S.C. § 284 (“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. 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 under section 154(d) of this title. 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 (“The court in exceptional cases may award reasonable attorney fees to the prevailing
party. ”).
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EFRE Y 284 ik ERdE T B RELp T R EREY
S MBERGAIZER GO HZRD)A 54T I L e o T
Ferd 417 ) (lost proflts) gr T LmmyE4] £ | (reasonable royalty) i
AP ERJI LT RE A TN EARTE IR
SAREROERIA o LI BRFEAURT K

AT P TR A PR T fet B R 2 AL
B FRR AL EERPM ] R R PR TR E R AT
PR owm AP B4 e E F 3% @ (clearly erroneous factual
findings) ~ 3 /2 &1 145 3% (an erroneous conclusion of law) ~ & &%
FE# (a clear error of jJudgment amounting to an abuse of dlscretlon) 27,
bt A /»1%:"3«“@ Prrid e BP R R BMANIE T R )i
A MEE K,f?tﬁx PR AR > ARG B 4F o & WA R
2 iR

232 A JIF 2L Kbl
Ford 17 ) AR R {EA FliEEaaRAEBE L > Heds 48
4 (lost sales) ~ ﬁa =4 (price erosion) - fe4s 4 & (collateral
sales) > & ke#ra 1% (future lost profits) > #Efrp £ 2 E g2
(injury to goodwill and business reputation ) - 3 4¢ %"’ * (increased
expenses) - frdp Z ¥~ (impaired growth) & 3487 F #f 3] i AR
T o & %4 Lglf'“:fﬁii LAHEA f 7 ’}iﬂg—,—‘pfﬁﬁ"f«%%ﬂ’}'; SR AT
AF AL BEFT E o
APz T ,_‘E;—flﬂfg&%i_ﬁr&g%—fllﬁ AR ];’lgféivfgsvlj|§2§i

EA S AR R RS ME S SRS “’rkﬂﬁﬁﬁJ
WA R T AL o

%% King Instrument Corp. v. Otari Corp., 767 F.2d 853, 863 (Fed.Cir. 1985).

%’ DataScope Corp. v. SMEC, Inc., 879 F.2d 820, 823-24 (Fed.Cir. 1989); Nickson Indus. v. Rol Mfg. Co., 847
F.2d 795, 798 (Fed.Cir. 1988).

% Monsanto Co. v. Ralph, 382 F.3d 1374, 1383 (Fed. Cir. 2004).
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1. Panduit Corp. v. Stahlin Bros. Fibre Works, Inc.*
1) *=% 7

AT F Ak ep 2 e BdEE d R Panduit 2 @ 43¢ Caveney
#FH oo k4 Panduit >t 1955 & Bhn@lidfedl g ke HHE Y - Caveney
¥ 1956 # ¢ Bl 0 ¥ B AliEAR D interference A2 5 ¢ 0 kX g P
#wAEL General Electric = @ B Walch 5 % - B# P A > L3428 %
General Electric> @ Walch P35 & fixE+ - 1962 # 3 * 6 p > R4
Panduit ycp 5 & & 1] » j:'»ei‘iéi“,!f AL AHE LSRR
FEFTR ©

W4 Stahlin 2 7 p 1957 & B 4% 4 & “Lok-Slot” 2 “Web-Slot” %
PP AL JIPLas 1 1962 # 4 £ & 412 &3 R4 Panduit 15 - 1963
£ 17 1§ 4% Stahlin #-H “Lok-Slot”% “Web-Slot” % % 2. & # "%
£ 3092 tg R o

1964 # j 4 Panduit 4=7F4t# Stahlin &3 & £ & ] > ¥R ¢
®808,003 % ~ (T A2 A B H AT 1962 # 3 7 6p (REXFEFILE

TWM Mfg. Co. v. Dura Corp., 789 F.2d 895, 898 (Fed.Cir.1986).

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. 1984).

Paper Converting Mach. Co. v. Magna-Graphics Corp., 745 F.2d 11, 21 (Fed.Cir. 1984).

Panduit Corp. v. Stahlin Bros. Fibre Works, Inc. 575 F.2d 1152 (6th Cir 1978).
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YE N -t }%!’4 Panduit @ = = 7 1) % 3) SSONE f_‘.z.'/)\”};g:'i 4)
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BHEAEF oA BERIRF > ARGTEIIATRLLARET

)

B
R #H32  AX7TRILIER2) £

o) RETEAE L RFEL A LWL B RE LY
»ERA R R4 Panduit BiE Rl A FRA A i BRG E eqe

o =

See Id. at 1156 (“(1) demand for the patented product, (2) absence of acceptable noninfringing

substitutes, (3) his manufacturing and marketing capability to exploit the demand, and (4) the amount of
the profit he would have made.”).
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2. State Industries, Inc. v. Mor-Flo Industries, Inc®

1) *#%%

B2 State 2 7 b I HORFIERNE Y BA fae ks 2 G
FI o SZHATH e IR 2k 0 A Mor-Flo = & i@ * — % W Fl 3] 3
ToOHPMELRBEEE R R ‘ff%ffﬁﬂﬁ’,fsi%?' | & & E £
B oo izEpgEar1984 250 8p k& &y iz 1986 £ 6 7 9 p
w4 Mor-Flo { 4 5 2R englag s je k5 L e F - i State
DA BAE A gy 0 A REAE Mor-Flo ZEA & Ar iR R 2B
FFEATAAIE B F B s R R E B £ T B
% o R4 State B & F R B2 R P*#F?Er'?ﬁrf*ﬁ““’ °

v

L E F;D;:s%» *Eﬁp FARG > ol /TJD/E? ﬁkftﬁ“%“%“ J\’*’K}i - B 7 %7 i@ﬁ%‘fm
FoA AL RIS - BiREAT e 2 wREIF  AERR

* Mark A. Lemley, Distinguishing Lost Profits from Reasonable Royalties, 51 WM. & MARY L. REV. 655, 657-
61 (2009).

* state Industries, Inc. v. Mor-Flo Industries, Inc., 883 F.2d 1573, 1578 (Fed. Cir. 1989).
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3. Grain Processing Corp. v. American Maize-Products Co *’
1) 2% R

AEBJASE TR B2 - Bl KBS BN RS &
Gkl SEUREFE S £Bw 4 é_?f&r& 2, Grain Processing Corporation
(f§# GPC) 2 # % American Maize-Products Company ( # # AMP)
MR BRAEDT TN e F T BEARES TR KRS P I A
oo G2 A e kiR B - B Renit B F S KR

/Fiﬁx’f'\‘u’f#"" LT FH SEEFRAE S bldoo e rfEE 0 WL
PR HAR BB phoiE > *Kgﬁ&g.ﬁﬁ)@; R 2 A4 Sy F
WeookfEie o 2 A FE N EEM S SR 2 K5k AR KRS e Y

T M 20 22 TR F 4 S s (“dextrose equivalence” >
# D.E) duikids-kfat - DERAIEB G kb k2t kbt z L7 » 4l
£ o DE F Rk fRiAne fmRRE frdg 2§ ek > #
A A FHE g H SRk jad 60 DE @ o Fl3 o M4 DE.
LF > @ 4 DEEA 100« DEE™ 124§ & 7 M et it
1o bl4c 15D.E. & § a4 - £t SDE$ THEHA A L 2R @

S5D.E. & M RIdAE > TR 142 7 % 8o o

AN

=F

R4 GPC 3 k&L &flentz® s » 1L 242 TiK DERPEH#EZ
ey BER2 RAF TR ST 2 Wi § TR SRS
PRl mL I S LB AIF 1254 Hpop R

% Bic Leisure Prods., Inc. v. Wind 8 surfing Int’l, Inc., 1 F.3d 1214, 1219 (Fed. Cir. 1993).

¥ Grain Processing Corp. v. American Maize-Products Co., 185 F.3d 1341 (Fed. Cir. 1999).

*® See Id. at 1344 (“12. A waxy starch hydrolysate having a dextrose equivalent value between about 5 and
about 25; a descriptive ratio greater than about 2, said descriptive ratio being the quotient obtained by
dividing the sum of the percentage of saccharides, dry basis, having a degree of polymerization of 1 to 6,
by the dextrose equivalent value; a monosaccharide content in the range of from about 0.1 percent by
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T TR R YL GPC B &5 »ehp FF o T_1979 £ 3B 3
1991 & s &£ L AEY - AREPER 442 AMP @ * v f67 b enfllfed
#“Lo-Dex 107> 42 AMP 2 2 A2 0% i > 11 % “Lo-Dex 10”5 - i
Whev dsfeen B 2 8 > E AR F2REd W Tard 5 ) L garh o

Wt AMP & * 4 854z P 4o

1974 = 6 %" 3 1982 & 7 " 2 AMP ¢ * % - fa@lse [®4w 1] -
NH - R (- 5o KB TEE) 4 AL K E - B2 GPC & 1981 &
54 12 pAerat2 AMP 2 B 42 | 24 o

w2 AMP j%_1982 ® 8 % 3 1988 £ 2 ' fi* % - Alir [ @4z
1] # 2”7 Lo-Dex 10" - B4 GPC &3¢ i sk @4 Il 2 & &7 Lo-Dex
104 &g k5 %41

e AMP S AR | FVIL 2 972 end T &3 kL % 1)
hy 125 R7E > Flo B AER G AL BJRAES 129 % 2 foordp
Fipot )< 3> 2, (F“a descriptive ratio greater than about 2”) 1§25

39

o

2 GPC i % M A & * 2 “Schoorl test”fi z 7 “Lo-Dex 10”DE
B jx o Ra o 4424 AMP B¢ * “Lane-Eynon test”z. & ¥ & & =8
DE & o 2 “Lane-Eynon test”/B| € % % » #73 &Lo-Dex 10" & DR &

weight, to about 2.4 percent by weight, dry basis; a dissaccharide content in the range of from about 1.3
percent to about 9.7 percent, by weight, dry basis; and being further characterized as capable of
producing an aqueous solution of exceptional clarity and substantially complete lack of opaqueness
when said hydrolysate is added to water.”).

3 SEHE= ( Descriptive ratio fEJ* D.R) flL— 7 DE | E%EIUT#FJ: BEDT 12 T’Elﬁ%ﬁ*fgl » D.R.FI D.E.
w1 b D TR U DE. - DRI LRI B -
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0 Hausman, Jerry A., Gregory K. Leonard and J. Gregory Sidak, Patent Damages and Real Options: How
Judicial Characteristics of Non-Infringing Alternatives Reduces Incentives to Innovate, BERKELEY TECHNOLOGY
L.J., Vol. 22, Fall,(2007) (“arguing that in providing a retrospective opportunity for infringers to claim
acceptable non-infringing substitutes, Grain Processing is a high test to satisfy lost profits damages
awards because it offers infringers a free option that tends to under-compensate patent holders and
therefore discourage investment in innovation, with adverse consequences to long-term technological
progress and dynamic efficiency.”).

Neal E. Solomon, Lost Profits Analysis for Patent Infringement Damages, SOCIAL SCIENCE RESEARCH NETWORK
(June 11, 2010), http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1623986&http://www.
google.com.tw/url?sa=t&rct=j&q=Neal+E.+Solomon%3a+Lost+Profits+Analysis+for+Patent+Infringement
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4. Crystal Semiconductor Corp. v. TriTech Microelectronics Intern.
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*In re Mahurkar Double Lumen Hemodialysis Catheter Patent Litig., 831 F.Supp. 1354, 1390 (N.D. Ill. 1993)
(“Competition is not an all-or-nothing proposition. There are degrees of substituability.”).
4 Crystal Semiconductor Corp. v. TriTech Microelectronics Int'l, Inc., 246 F.3d 1336, 1354 (Fed. Cir. 2001).
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* JMOL motions may be made after the verdict is returned, where they are called "renewed" motions for
judgment as a matter of law (RIMOL), but the motion is still commonly known by its former name,
judgment notwithstanding verdict, or j.n.o.v. (from the English judgment and the Latin non obstante
veredicto). However, in order to move for j.n.o.v., the movant must have moved for a JMOL before the
verdict as well. This procedural quirk is necessary because it is considered a violation of the 7th
amendment for a judge to overturn a jury verdict. Instead, the judge is said in a j.n.o.v. to be reexamine
-ing not the verdict, but his previous rejection of JMOL, http://en.wikipedia.org/wiki/Judgment_as_a_
matter_of_law (last visited Jan. 15, 2012).
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EANEA R LR A S R AR E R SY O TR (Gl4ok )
ﬁ4#W“wWWﬁﬂwudﬁ&dF‘»%ﬁ4?% PRI & 57 3
B Fora ﬂgj’@ﬂﬁ%mﬁéﬁﬁr gL
1&g, &HH) S X &FEJEL R IR Feem A o 4
waéiwé&ééw*nﬁwbﬁﬁz;ﬁ’%w“%%tﬁé%ﬂéﬁﬂﬁ%f%
2w b e TerA IE ) o A ey T2 gl 4
AT )

LANEA G 3 AT UEM EREfI AT R il T (e
2 > g f) £ , (established royalty ) ~ T f#247 ;2 ; ( analytical
approach ) & " % #% % ;2 , ( hypothetical negotiation ~ willing
licensor-willing licensee approach) % = ;= %3+ &> o

EFMEF 25 1889 & e ajgfl 4 ) 2 B4l
%ﬁ%%%ﬁﬁ°§Qgﬁglﬁ§{ﬂ§%?%Aﬁﬁﬂ%‘@yu
TR il??]ﬁws/ f% % Rude v. Westcott - %‘sc‘ ;g; ra;éfj_-gﬁ

. ,
FEUFRLEP LR ET 2 A ERT
ForBcR e E 0 3T AR o BiTE R bRt R S B Y

! WordTech Sys., Inc. v. Integrated Network Solutions, Inc., 609 F.3d 1308, 1319 (Fed.Cir. 2010), (citing
Georgia- Pacific Corp. v. U.S. Plywood Corp. 318 F. Supp. 1116, 1120 (S.D.N.Y. 1970)).
2 B % ?[ IBE; l/;gjijﬁrélgf;r (E’P?\gyi F[]g}l{@“’ﬁ’ L [/%ﬁ%[“rz‘ij:ﬁﬁi{t[ , Wj’m’f’}{%’
HEE| ii ,f*rl‘}lu & FH F1 38(2009)
Rude v. Wes cott, 130 U.S. 152 164-165(S. Ct. 1889)(”It is clear that a payment of any sum in settlement
of a claim for an alleged infringement cannot be taken as a standard to measure the value of the
improvements patented... In order that a royalty may be accepted as a measure of damages against an
infringer, who is a stranger to the license establishing it, it must be paid or secured before the
infringement complained of; it must be paid by such a number of persons as to indicate a general
acquiescence in its reasonableness by those who have occasion to use the invention; and it must be
uniform at the places where the licenses are issued.... Actual damages must be calculated, not imagined,
and an arithmetical calculation cannot be made without certain data on which to make it.”).
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Hd %k i F % Georgia-Pacific Corp. v. United States Plywood Corp -
ﬁ’ﬁ%@ﬁ@ﬂ%ﬂﬁi%%éiﬁﬁ‘(%ﬂﬁ‘)#ﬁﬁﬁ‘

(BRI 4ok B3 08 Wenr fTamERE S - Mk > £ ¥ o
TR A PO R PR - R Bl AR BRI ﬁ#ﬁﬁwﬁm
L p AR BRI T o B AR R £
0 b F RIS AR A T ARG LB A R R E P A
SEUEIR TR AR SR B S bt VR C B R CRL
s AR BRAECBESREFIGOIZ LT T ALK
2 B ER R B0 @ 2k pena

T

a0
e

P EK R +ﬁfﬁf§;’=‘;o"ﬁi,,&/ﬁﬁfi—:& BRBE AL
L%%EF:’%“&%E?J o 1% @;f&FﬁQ@L*ﬂgi/\é&; LT @2 g
Uoom s AR EEI £ F TR Y G2 RIEA Y IR
RN TAANTRFEF A N L2 P AR o LA EE

*5

BAeps > 3 g Bkinf or € 35 R akin o S g 2 ahE 2 P AR 5 Y

i

* Georgia-Pacific Corp. v. United States Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N.Y. 1970), 27
modified and aff'd, 446 F.2d 295 (2d Cir. 1971).

> Lucent Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1325 (Fed. Cir. 2009) (“The hypothetical negotiation
tries, as best as possible, to recreate the ex ante licensing negotiation scenario and to describe the
resulting agreement.”).

> Applied Med. Res. Corp. v. U.S. Surgical Corp., 435 F.3d 1356, 1361 (Fed. Cir. 2006) (“A reasonable royalty

is the amount that ‘a person, desiring to manufacture [, use, or] sell a patented article, as a business

proposition, would be willing to pay as a royalty and yet be able to make [, use, or] sell the patented

article, in the market, at a reasonable profit.””) (quoting Trans-World Mfg. Corp. v. Al Nyman & Sons, Inc.,

750 F.2d 1552, 1568 (Fed. Cir.1984)).

Fromson v. Western Litho Plate & Supply Co., 853 F.2d 1568, 1574 (Fed.Cir.1988).

Riles v. Shell Exploration and 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 assessment.”);

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”).
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http://international.westlaw.com/find/default.wl?mt=LawSchool&utid=1&tf=-1&db=350&referenceposition=1574&tc=-1&ordoc=2021288916&rp=%2ffind%2fdefault.wl&sp=JYRofChina-04&pbc=45AB7B1A&findtype=Y&vr=2.0&referencepositiontype=S&sv=Split&fn=_top&serialnum=1988100948&rs=WLIN11.07

HE R AFY oRR” o LB R A RER L
e BEXTBEXRBEFFE e L7
By ConTALSBLEEI L2 F 0 o

1. TWM Mfg. Co., Inc. v. Dura Corp.*

AEIIFEITE L L EEN L AL S A BB RER LR S
(2R JIAERF 2 RGP pofrd 50 T3HFH £4 ) & Turner 3
P &3t 1966 & 11 * 15 p E/E & 4] > 1966 & 12 * 19 p Turner 474
#% Dura Corp.2 P22 k£ 4] SHHARFEBELT » 27 T2
Dura i % 5 & % {1 & irﬁﬁi%: - 1969 # 8 * 28 p Turner {2 k£ & 1)
A R4 TWM 2@ 1973 # B2 TWM $442 Dura »‘ffab'l A l;':“fE?"’F

&%ﬁé\ﬁ M g Ff',b ﬁ?/z‘l’m”'?)& Tﬁﬁﬁ/z{j\-"—‘ir@ﬂ’f&

Ak Dura N8B R TE R L 50
R S8 EFD] 52.7%5> 1 f &=
PR v EIEHER L 3T%E 42% @#ﬂf@pﬂa E B E
(the industry standard net profit) 6.56% % 12.5%2z. = & » # 3| 2
B2 TWM &2 425 30% - & RIEFID| &2 d 20482 Dura p
I RFRAA R E e NRWEERTTAIE B 3
2 fs % pd g A T Dura poe KIE o

(] 34

e

2 Dura 3n5 B REFEt 0 30% 11 £:EF 0 & Georgia-Pacific
*ﬁﬁﬂwﬂéﬁiwio@ﬁﬁ[mmaéﬁﬂ%%%&éﬁﬁﬁ%

r'/‘JfE’? /-%;‘yfldi\'ﬁ*g’)’/"F?E-Flggfﬁmva—é’ia‘ g 2R
8 F e Fﬁy:"ﬁ‘s&_‘ WERRE B M I+ g6 2 Dura &% X4k
ERD ELEATHEE T > FF A TR RBDE TR T EIER F P
S gL o

>° Sinclair Refining Co. v. Jenkins Petroleum Co., 289 U.S. 689, 698 (S. Ct. 1933) (“post-infringement
evidence represents a book of wisdom providing experience that is then available to correct uncertain
prophecy.”).

Supra note 55, at 1325 (“The hypothetical negotiation also assumes that the asserted patent claims are
valid and infringed.”).

' TWM Mfg. Co., Inc. v. Dura Corp. 789 F.2d 895 (Fed. Cir. 1986).
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2. Georgia-Pacific Corp. v. United States Plywood Corp®
1) $2%R

Jn 4 Georgia-Pacific Corp. (™ # GP) *> 1955 # 2 " B4 %3 4 &
B A L4 > 2o g4ks US. Plywood-Champion Papers, Inc. (™ #t
USP) 3 2f@" &1 3 B & 1 » *2 E L8 4] 4 Ao 75 frminak & USP
1%ﬂﬁm’giﬁﬂé&i%%%ﬁéLBPi%ﬂ’ﬁétﬁPmﬁ
FEEET B L c FRENe B RERIA4EE USP B E )
gk ARl mtar FHRERERNF Y 0 RERE USP 2 A h
Weldtex % {12 &+#7i¢ * 2 Deskey & I3 RA % -5 22> ¥ i GP
EE kL& q o

FREN e B BiER2Z Herlands 2 F3ni 2 A TR GP ¢
Mot 45 | 655,837 % AL g cdE T R 0 B fI4E A AL USP X

E2ZEP THAQIE ) o AR R VBEREE A TEEENE A
T PR £%F 0 Herlands 2 F & 2iA-m £ » & X:cd Tenney /2 ,T}r%
TR Z L 0 EIR U SAEe e 0 0T £ BiciE 2 34 5] > Tenney 2 F
#-Herlands ;2 F 2 # #7Hgen & AR £ 3 F0k 5 s )ik o

BREHTERIRBE AL A GP AR ETEEN LR AE -
T Ee 13 A2 1584 35 A2 0403 USPRus diteang L
F-+T2®e 50 ii’iéf%A\+%ﬁg$§ﬁi§3ﬂ% v B is ik w
el E s A - F T2 E R B0 F A 3P K 1955 # 3
7] 1958 & 9 ¥ &ﬁﬁﬂfé&izfﬁ%ﬂﬁ'?;ﬁf%% 80§ ¥~ o

(2) Georgia-Pacific % )4k 15 B 5 Fl &

PRz F Tenny 3t Ak o GG R E IR B FRT S
TR M ERT T 2 2o

1. ke 222 R 2 gl s izran? Eflagg{l £ (The
royalties received by the patentee for the licensing of the patent in suit,
proving or tending to prove an established royalty. )

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

42



2. ML R R LR e AL 2B 40 F
( The rates paid by the licensee for the use of other patents comparable to the
patent in suit.)

ﬁﬁb@f@?a%@’%%%ﬁﬁﬁﬂzﬁﬁﬁzﬁ%ﬁ%ﬂ
B B 3 R A &F% ¢ ¥ % "4 (The nature and scope of the license,
as exclusive 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, i L HE2 {2 A4 E 0 L aB Rl bl a2
AR HE R A - TR ORI %? | b & 1+ (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. )

5. i A SRS A Mg £ A0 blhoR P AE S AR 7 £ Gdp
fedr B d 5 BN R E LB A nw—g 2_ B¢ % ( 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. )

6. T4 LIsfEA Sa A2 HARIR A 2 B B A 52 WAk B )
BAZEP EEs 2B A S22 M Lnm s E, 2288y
#8 4 &2 # & (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 of sales of his non-patented items; and the extent
of such derivative or convoyed sales. )

7. B4z 5 »cdp FF 2 $24giE 2 (The duration of the patent and the
term of the license. )

8. LA K2 T A B EIH U R ek (The
established profitability of the product made under the patent; its commercial
success; and its current popularity. )
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9. FHIAFLEFT AN EE v idek » A2 2 F 52 BY
( 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. ) -

10 P2 A5 REABJFEPE TP E AFfEuz
g% &g o1& # enf] £ (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, B A1 EIEP e 3 2 Ze @ % Z& 2 5
¥ (The extent to which the infringer has made use of the invention; and any
evidence probative of the value of that use. ) -

12 AIEL G2 - MAITa @ LAFP g P 2 #7§ o
EAFE A F Y @ = L f & (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 2 A2 Fulm v FREPLEJIFPINAE > W FF
b~ £ & cnfFd e 2 % 8w (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, & & %3 * 7 5 2 % L # 3 ( The opinion testimony of
qualified experts.) -

15, $4E 4 (dob I 4 ) ZALEE 4 (doEiE L) B I
AT R ERER LR AT RBE LT R PR LT
A - BHFERRAE L A F R T RED WU 8
EET RS AL L A & R R R AREE A
FERANE 2 - BHEESRREAFLESZEFLEINE (The
amount that a licensor (such as the patentee) and a licensee (such as the
infringer) would have agreed upon (at the time the infringement began) if
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both had been reasonably and voluntarily trying to reach an agreement; that is,
the amount which a prudent licensee- who desired, as a business proposition,
to obtain a license to manufacture and sell a particular article embodying the
patented invention- would have been willing to pay as a royalty and yet be
able to make a reasonable profit and which amount would have been
acceptable by a prudent patentee who was willing to grant a license. )
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Fﬁ Pt R FEAIE A el BHIEP F LR
AR R Georgia-Pacific k2 RS BJFFER
Fen? N FRAEF AP LA FPFRRER S AIARG &
Hip FRAIER g;@] R EFE - BEG T FE R
IBEER  TRIRIRE A o 23] Georgia-Pacific %
AL R ’,1”?$%?%5§$mﬂ%ﬁﬁ#mo

An )
e

3
-
%
Wi F
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See Georgia-Pacific Corp., v. U.S. Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N.Y. 1970), modified, 446 F.
2d 295 (2d Cir.), cert. denied, 404 U.S. 870 (1970).

®7 Supra note 12 presented at FTC Hearing: The Evolving IP Marketplace (Feb. 11, 2009).
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1. PricewaterhouseCoopers study
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2009 & = & i:’li*ui RE =g T el o F 7 2 Siit gy 0 2007 =
2.7 3 Hj%_1980 # 3 2006 & 6 * f Westlaw ~ FIPCS ( Federal
Intellectual Property—Cases) ~JVALL (Jury Verdicts and Settlements )
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2. EXCESSIVE OR UNPREDICTABLE? AN EMPIRICAL ANALYSIS
OF PATENT INFRINGEMENT AWARDS"

4 Michael J. Mazzeo ~ Jonathan Hillel 2 Samantha Zyontz % 3 =%
Hr 2011 & 67 17 p o TR & F AR ? B RBET R HE LT E
AT R R A ZFREFT O FRABEFREJIEEE IR AT
AR eER 0 MR T R $%P*" @'—"i’%%“'ﬁﬁ%ﬁ#ﬁéﬁb »
ol d BREBAAARY AR EAPERT Y TR UTFE

(

% See PricewaterhouseCoopers, 2007 Patent and Trademark Damages Study(2008), http://www.pwc.com/

us/en/forensic-services/publications/assets/2007-patent-study.pdf (last visited Jan. 15,2012).

See PricewaterhouseCoopers, A Closer Look—2008 Patent Litigation Study: Damages Awards, Success

Rates and Time-To-Trial (2009), http://www.pwc.com/us/en/forensic-services/publications/2008-patent-

litigation-study.jhtml (last visited Jan. 15,2012).

See PricewaterhouseCoopers, A Closer Look— 2009 Patent Litigation Trends and the Increasing Impact of

Nonpracticing Entities (2010), http://www.pwc.com/us/en/forensic-services/publications/2009-patent-

litigation-study.jhtml (last visited Jan. 15,2012).

& Sf"lilrjluiﬂ NPEs £}“an entity that does not have the capabilities to design, manufacture, or distribute
products that have features protected by the patent.”
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FIGURE 1
Description of the Final Case Information Database
1995 - 2008
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FIGURE 2

Mumber of Cases with Patent Damage Awards by Year

1995 - 2008
(N = 340)
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(3) 4 2 (Table 2) &9@ BB AF L 25 B0 F fE Ak
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TABLE 2
Distribution of Patent Damage Awards by Year ($ in millions, 2008)
1995 - 2008
(N =2306)

1995 $0.03 $1.38 $5.07 $16.32 $87.52
1996 $0.02 $0.37 $3.57 $22.68 $130.36
1997 $0.30 $1.55 $7.70 $24.03 $97.59
1998 $0.01 $2.18 $3.81 $10.63 $225.87
1999 $0.28 $1.95 $7.35 $20.97 $125.35
2000 $0.48 $0.61 $3.02 $6.59 $16.54
2001 $0.00 $0.08 $1.58 $16.91 $94.87
2002 $0.00 $0.61 $5.15 $30.77 $117.41
2003 $0.08 $0.70 $10.41 $19.93 $609.17
2004 $0.04 50.54 $4.27 $28.99 $175.09
2005 $0.00 $1.92 $8.23 $26.92 $141.14
2006 $0.01 $0.44 $2.94 $32.22 $327.76
2007 $0.00 $0.14 $1.11 $18.12 $1,597.11
2008 $0.00 50.66 $2.88 $27.18 $1,223.88

112004 & LB A TR 5 2008 £ e o B AR T R R
8 40,000 ¥ ~ - £ R L R h%k 2 4 175,100,000 £ & o figd K
2 e 4 3F 0 2590 cnps o B 4 540,000 % = 4T > 5096 R o B4 430
HE AT > T590hpF H 2900 § FE LT o
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(4) W3 (Figure3) & ERV =8k Tio82 3 F o

FIGURE 3

Median and Mean Patent Damage Awards by Year

1995 - 2008
(N = 306)
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FIGURE 4
Aggregate Distribution of Patent Damage Awards from 1995 - 2008
(N =306)
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FIGURE 5
Patent Cases with Reasonable Royalty Awards by Year
1995 - 2008
(N = 306)
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FIGURE 6
Patent Cases with Awards Decided by Juries by Year

1995 - 2008
(N =306)
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" Federal Trade Commission & U.S. Department of Justice, Antitrust Enforcement and Intellectual Property
Rights: Promoting Innovation and Competition(April 2007), http://www.justice.gov/atr/public/ hearings/
ip/222655.htm.

® Business Review Letter from Thomas O. Barnett, Assistant Att'y Gen., U.S. Dep’t of Justice, to Robert A.
Skitol, Drinker Biddle & Reath, LLP (Oct. 30, 2006) (“reviewing policy that required ex ante disclosures of
maximum royalties and default license terms”), http://www.usdoj.gov/atr/public/busreview/219380.pdf
.(last visited Jan. 15,2012).
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Daubert v. Merrell Dow Pharms Inc., 509 U.S. 579, 595 (S. Ct. 1993).

Id. at 594.(“The Daubert factors are: (1) whether the expert’s theory has been tested; (2) whether the
theory has been subject to peer review and publication; (3) the known or potential rate of error of a
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Gen. Elec. Co. v. Joiner, 522 U.S. 136, 146 (S. Ct. 1997).
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A. ResQnet.com, Inc. v. Lansa, Inc.®
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% See Id. at 1580(“The court based the award on the profit margin of the heater as a unit in accord with the
entire market value rule, which permits recovery of damages based on the value of the entire apparatus
containing several features, where the patent related feature is the basis for customer demand.”).

% Paper Converting Machine Co. v. Magna-Graphics Corp., 745 F.2d 11 (Fed.Cir.1984).

% see Id. at 23 (“The deciding factor, rather, is whether normally the patentee (or its licensee) can
anticipate sale of such unpatented components as well as of the patented” ones .”).

" TWM Mfg. Co., Inc. v. Dura Corp. 789 F.2d 895 (Fed. Cir. 1986).

192 see Id. at 23(“Where a hypothetical licensee would have anticipated an increase in sales of collateral
unpatented items because of the patented device, the patentee should be compensated accordingly.”).
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1% see Paper Converting Machine Co., 745 F.2d 11 at 22(“It is not the physical joinder or separation of the

contested items that determines their inclusion in or exclusion from the compensation base, so much
as their financial and marketing dependence on the patented item under standard marketing
procedures for the goods in question.”).

104 zkifprﬂ il ?@ﬁ:t 52 > F143-44 -

1% Rite-Hite Corp. v. Kelley Co., 56 F.3d 1538 (Fed. Cir. 1995).
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Minco, Inc v. Combustion Engineering, Inc., 95 F3d 09 (Fed. Cir. 1996
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m Supra note 34, at 2.
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> Remittitur is the process by which a court compels a plaintiff to choose between reduction of an

excessive verdict and a new trial. Remittitur is appropriate in two distinct kinds of cases: (1) where the
court can identify an error that caused the jury to include in the verdict a quantifiable amount that
should be stricken ; and (2) more generally, where the award is “intrinsically excessive” in the sense of
being greater than the amount a reasonable jury could have awarded, although the surplus cannot be
ascribed to a particular, quantifiable error.

See Cornell University, 609 F.Supp.2d at 286(“the infringing components must be the basis for customer
demand for the entire machine including the parts beyond the claimed invention.”).

Id. at 286(“the individual infringing and non-infringing components must be sold together so that they
constitute a functional unit or are parts of a complete machine or single assembly of parts”).
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120 see Rite-Hite Corp. 56 F.3d at 1549(“When a patentee seeks damages on unpatented components sold

with a patented apparatus, courts have applied a formulation known as the “entire market value rule”
to determine whether such components should be included in the damage computation, whether for
reasonable royalty purposes”).
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