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Recent Trends in Reasonable 
Royalty Damages in Patent Cases
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T here are three primary remedies available in patent infringement cases—injunctions, lost profit damages, 
and reasonable royalty damages. Of the two primary damages remedies, reasonable royalties are by far 

the most common form of damages awarded. In fact, reasonable royalty damages are awarded almost three 
times more frequently than lost- profits- only awards.1 The median patent damages award in 2015 was a stag-
gering $10.2 million, and appeals are noticed in roughly 80 percent of cases,2 so a thorough understanding of 
reasonable royalty damages is crucial for all patent litigators.

This chapter will discuss the judicial framework for reasonable royalty damages and a few recent trends 
in determining an appropriate reasonable royalty. First, while the Georgia- Pacific factors and the hypothet-
ical negotiation construct continue to dominate reasonable royalty analysis, the Federal Circuit has clearly 
articulated that the factors are not an exclusive test for reasonable royalty calculations, and instructing a jury 
on Georgia- Pacific factors that are inapplicable to the facts of a particular case is reversible error. Second, 
a crucial and early step in any reasonable royalty analysis is properly selecting the date of a hypothetical 
negotiation and determining to what extent information that post-dates the negotiation may be considered. 
Third, the Federal Circuit has greatly restricted the rules for apportioning damages under the entire mar-
ket value rule. Fourth, the Federal Circuit has continued to provide guidance on the use of other licensing 
arrangements and has also recently expressly approved the use of comparable “benchmark” products to 
determine an appropriate royalty. Finally, the use of consumer survey evidence to determine how frequently 
consumers use a particular infringing feature and the value consumers place on a particular infringing 
feature has emerged as a growing and acceptable method, particularly in cases involving complex, multi- 
component products.

The Georgia-Pacific Framework
35 U.S.C. §284 expressly provides for reasonable royalty 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….”

The simplest way to determine a reasonable royalty is an established royalty, if one exists. However, 
established royalties are the exception rather than the rule. Most frequently, courts set a reasonable royalty 

 1 Chris Barry, et al., 2016 Patent Litigation Study 6 (May 2016) (“2016 PwC Patent Litigation Study”), http://www.

pwc.com/us/en/forensic-services/publications/assets/2016-pwc-patent-litigation-study.pdf.

 2 Id. at 4, 18.
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by reference to the well-known fifteen Georgia- Pacific factors, named after the frequently cited case of the 
same name.3

The fifteen Georgia-Pacific factors are:
 (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 the use of other patents comparable to the patent in suit.

 (3) 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) 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) The commercial relationship between the licensor and licensee, such as, whether they are compet-
itors in the same territory in the same line of business; or whether they are inventor and promotor.

 (6) 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) The duration of the patent and the term of the license.

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

 (9) 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) 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) 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 (such as the patentee) and a licensee (such as the 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 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.4

 3 See Georgia- Pacific Corp. v. U.S. Plywood Corp., 318 F. Supp. 1116 (S.D.N.Y. 1970).

 4 Id. 
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In the course of litigation, most parties will consider all fifteen Georgia- Pacific factors, and damages experts 
will opine as to whether each factor is applicable. Damages experts should discuss each of the factors, stat-
ing whether each factor applies, and if so, how that factor influences the expert’s opinion. All too frequently, 
however, the parties continue this all- inclusive approach through trial and recite each of these fifteen factors 
in their reasonable royalty jury instruction, regardless of whether each factor actually applies in the case. 
Parties should be cautioned against this practice, as it is reversible error to instruct the jury on any irrelevant 
Georgia- Pacific factors.5 The July 2016 revision to the Federal Circuit Bar Association’s Model Patent Jury 
Instructions, which only includes three factors, reflects current thinking on the Georgia- Pacific factors and is 
a helpful tool in crafting appropriate jury instructions.6

Finally, while the Georgia- Pacific framework is the most common method of setting a reasonable royalty, 
it is not the only acceptable method.7 For example, reasonable royalty damages may also be determined using 
the analytic approach, which calculates damages based on the infringer’s internal profit projections for the 
infringing item at the time the infringement began and then apportions the projected profit between the par-
ties as a percentage of sales.8

Setting the Hypothetical Negotiation Date and the “Book of Wisdom” Doctrine
Because a reasonable royalty calculation “envisions and ascertains the results of a hypothetical negotiation 
between the patentee and the infringer at a time before the infringing activity began,” the first step in a 
reasonable royalty calculation is ascertaining the date of the parties’ hypothetical negotiation.9 “The correct 
determination of this date is essential for properly assessing damages.”10 The hypothetical negotiation should 
be set on a date just before infringement began. Importantly, the hypothetical negotiation date should not be 
influenced by anything other than the date of first infringement. For example, if infringement began more 
than six years ago, the six-year statute of limitations may limit the final damages calculation, but the period 
is irrelevant to the selection of the hypothetical negotiation date.11

Selecting the proper date for the hypothetical negotiation is a critical first step in the reasonable roy-
alty analysis. In Integra Lifesciences I, Ltd. v. Merck KGaA, the Federal Circuit held that the difference of 

 5 See, e.g., Ericsson, Inc. v. D-Link Sys., Inc., 773 F.3d 1201, 1231 (Fed. Cir. 2014).

 6 Federal Circuit Bar Ass’n, Model Patent Jury Instructions, Instruction No. 6.7 (July 2016), https://www.fedcirbar.

org/IntegralSource/Model-Patent-Jury-Instructions.

 7 See Energy Transp. Group, Inc. v. William Demant Holding A/S, 697 F.3d 1342, 1357 (Fed. Cir. 2012) (“Once 
again, this court does not endorse Georgia- Pacific as setting forth a test for royalty calculations, but only as a list 
of admissible factors informing a reliable economic analysis.”).

 8 See, e.g., TWM Mfg. Co. v. Dura Corp.,789 F. 2d 895 (Fed. Cir. 1986), cert. denied, 479 U.S. 852 (1986).

 9 Integra Lifesciences I, Ltd. v. Merck KGaA, 331 F.3d 860, 869–70 (Fed. Cir. 2003), vacated on other grounds, 545 
U.S. 193 (2005) (internal citations omitted).

 10 Id. 

 11 Wang Labs. v. Toshiba Corp., 993 F.2d 858, 870 (Fed. Cir. 1993) (noting that the hypothetical negotiation date is 
based on when the infringement began, regardless of whether limitations may apply to the damages period).

https://www.fedcirbar.org/IntegralSource/Model-Patent-Jury-Instructions
https://www.fedcirbar.org/IntegralSource/Model-Patent-Jury-Instructions
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just one year can vastly alter the outcome of a hypothetical negotiation.12 There, the patent owner alleged 
that the accused infringer infringed its patents by conducting experiments for the purpose of identifying 
potential drug candidates.13 The jury decided that the accused infringer infringed the patents and awarded 
the patent owner a reasonable royalty of $15,000,000.14 The Federal Circuit found the jury’s damages award 
to be unsupported by substantial evidence, in part because the record did not clearly indicate whether the 
hypothetical negotiation occurred in 1994 or 1995, and “[t]he value of a hypothetical license negotiated in 
1994 could be drastically different from one undertaken in 1995….”15 Integra argued that the testimony of its 
damages expert supported the $15,000,000 award because he based his hypothetical license amount, in part, 
on  Merck’s 1995 expectation of obtaining FDA approval of its drug.16 The Federal Circuit specifically noted, 
however, that, if the hypothetical negotiation occurred in 1994, Merck would not yet have expected FDA 
approval, which would have changed “the risks and expectations of the parties.”17 Noting that the “correct 
determination of [the hypothetical negotiation] date is essential for properly assessing damages,” the Federal 
Circuit remanded, stating that a difference of one year could make a “great difference” and “change the risks 
and expectations of the parties” at the hypothetical negotiation.18

On occasion and under narrow circumstances, courts have allowed reference to facts and events occur-
ring after the hypothetical negotiation date. The reference to later- occurring events is known as the “book of 
wisdom” doctrine. The “book of wisdom” is a concept established in a 1933 Supreme Court case titled Sin-
clair Refining Co. v. Jenkins Petroleum Process Co.19 In Sinclair, Justice Cardozo noted that because patents are 
unique, “[t]he use that has been made of the patented device is a legitimate aid to the appraisal of the value of 
the patent at the time of the breach.”20 Thus, events occurring after infringement begins are a “book of wis-
dom” that may be available to correct the uncertainty inherent in setting a hypothetical negotiation before 
any infringing products are sold.21 As Justice Cardozo stated, however, “[t]o correct uncertain prophecies in 
such circumstances is not to charge the offender with elements of value non- existent at the time of his offense. 
It is to bring out and expose to light the elements of value that were there from the beginning….”22

The Federal Circuit approved the use of the “book of wisdom” concept in a reasonable royalty analysis 
in Fromson v. W. Litho Plate & Supply Co.23 However, both before and after Fromson, the Federal Circuit has 
made clear that subsequent events should only inform the hypothetical negotiation if they are relevant to the 

 12 331 F.3d at 869–70.

 13 Id. 

 14 Id. at 869.

 15 Id. at 869–70.

 16 Id. at 870.

 17 Id. 

 18 Id. at 870.

 19 289 U.S. 689 (1933).

 20 Id. at 697.

 21 Id. 

 22 Id. (emphasis added).

 23 853 F.2d 1568 (Fed. Cir. 1988).
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value of the patent at the time of first infringement. For example, “[e]vi dence of the infringer’s actual profits 
generally is admissible as probative of his anticipated profits.”24 “A reasonable royalty determination for pur-
poses of making a damages evaluation must relate to the time infringement occurred, and not be an after-
the-fact assessment.”25 Thus, parties seeking to use facts and data that were unknown to the parties at the 
time of the hypothetical negotiation must ensure that the information is closely related to what would have 
been in the parties’ minds at the time of the hypothetical negotiation.

The Entire Market Value Rule and the Smallest 
Salable Patent-Practicing Unit Principle
One dispute that arises frequently in the case law involves the appropriate royalty base to which the royalty 
rate should be applied. Determining the appropriate base is easy when the patent covers the entire article or 
where the patented invention clearly drives demand for the entire end product (as is common in the pharma-
ceutical industry). If the patented invention drives demand for the entire end product, then the entire market 
value rule permits a patentee to rely on the end product’s market value as the royalty base.26

More usually, however, the patented invention covers only a small portion of the article. In that instance, 
courts apply the smallest salable patent- practicing unit rule. “[T]he smallest salable patent- practicing unit 
principle provides that, where a damages model apportions from a royalty base, the model should use the 
smallest salable patent- practicing unit as the base.”27 Federal Circuit cases provide two justifications for the 
smallest salable patent- practicing unit principle. First, “where small elements of multi- component products 
are accused of infringement, calculating a royalty on the entire product carries a considerable risk that the 
patentee will be improperly compensated for non- infringing components of that product.”28 “Second is the im-
portant evidentiary principle that care must be taken to avoid misleading the jury by placing undue emphasis 
on the value of the entire product… [, and] disclosure of the end product’s total revenue cannot help but skew 
the damages horizon for the jury, regardless of the contribution of the patented component to this revenue.”29

 24 Trans-World Mfg. Corp. v. Al Nyman & Sons, Inc., 750 F.2d 1552, 1568 (Fed. Cir. 1984) (internal cita-
tions omitted).

 25 Riles v. Shell Exploration & Prod. Co., 298 F.3d 1302, 1313 (Fed. Cir. 2002); see also Aqua Shield v. Inter Pool 
Cover Team, 774 F.3d 766, 770 (Fed. Cir. 2014) (“What an infringer’s profits actually turned out to have been 
during the infringement period may be relevant, but only in an indirect and limited way—as some evidence 
bearing on a directly relevant inquiry into anticipated profits.”); Interactive Pictures Corp v. Infinite Pictures, 
Inc., 274 F.3d 1371, 1384 (Fed. Cir. 2001) (rejecting the argument that an infringer’s actual profits should govern 
the analysis instead of the information actually known at the time of the hypothetical negotiation).

 26 VirnetX, Inc. v. Cisco Sys., Inc., 767 F.3d 1308, 1328 (Fed. Cir. 2014).

 27 Commonwealth Sci. & Indus. Research Org. v. Cisco Sys., Inc., 809 F.3d 1295, 1302 (Fed. Cir. 2015), cert. denied 
136 S. Ct. 2530 (2016).

 28 Commonwealth Sci. & Indus., 809 F.3d at 1302 (internal quotation and citations omitted).

 29 Id. (internal quotations omitted).



6   Remedies in Intellectual Property Cases   Patents: Recent Trends in Reasonable Royalty Damages

The latter principle was at issue in Uniloc USA, Inc. v. Microsoft Corp.30 In Uniloc, the patentee’s damages 
expert attempted to use the entire market value rule as a “check” on his reasonable royalty calculation.31 The 
patentee’s expert opined that his calculated royalty only accounted for 2.9 percent of Microsoft’s $19.3 billion 
in revenue on the entire product, which he deemed was conservative because royalty rates in the software 
industry were typically between 10 and 11 percent.32 The patentee also cross- examined the accused infringer’s 
damages expert with a line of questioning designed to show that his proposed royalty was only 0.000035 per-
cent of Microsoft’s revenues from the entire product.33 The Federal Circuit affirmed the district court’s decision 
to grant a new trial on damages because the patentee violated the entire market value rule.34 Both the district 
court and the Federal Circuit noted that the “$19 billion cat was never put back into the bag,” and the “disclo-
sure that a company has made $19 billion dollars in revenue from an infringing product cannot help but skew 
the damages horizon for the jury, regardless of the contribution of the patented component to this revenue.”35

Importantly, “a patentee’s obligation to apportion damages only to the patented features does not end 
with the identification of the smallest salable unit if that unit still contains significant unpatented features.”36 
The Federal Circuit has acknowledged “the difficulty that patentees may face in assigning value to a feature 
that may not have ever been individually sold. However, we note that we have never required absolute preci-
sion in this task; on the contrary, it is well- understood that this process may involve some degree of approxi-
mation and uncertainty.”37

Comparable Licenses and Benchmark Products
Yet another area of common dispute, and thus an area that recent Federal Circuit cases have addressed with 
some frequency, is the reliance on comparable licensing arrangements and benchmark products. The second 
Georgia- Pacific factor looks to “the rates paid by the licensee for the use of other patents comparable to the 
patent in suit.”38 Not surprisingly, parties frequently take opposing views over whether a particular licensing 
arrangement is sufficiently comparable to inform a royalty for a patent in suit. The Federal Circuit has devel-
oped a significant body of case law on this topic, with a few important and notable trends.

Most importantly, to be admissible, any prior licensing agreement must involve technology that is closely 
comparable to the patent in suit. The party offering a license agreement in support of a reasonable royalty 

 30 632 F.3d 1292 (Fed. Cir. 2011).

 31 Id. at 1318.

 32 Id. 

 33 Id. at 1320–21.

 34 Id. at 1321.

 35 Id. at 1320.

 36 VirnetX, Inc. v. Cisco Sys., Inc., 767 F.3d 1308, 1329 (Fed. Cir. 2014) (finding it was reversible error to allow 
expert testimony that “made no attempt to separate software from hardware, much less to separate the FaceTime 
software from other valuable software components”).

 37 Id. at 1328.

 38 Georgia-Pacific Corp., 318 F. Supp. at 1120.
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calculation has the burden of proving that the license is sufficiently comparable to the technology at issue.39 If 
a party cannot show that a license agreement involves comparable technology, it will likely be excluded. For 
example, in ResQNet.com, Inc. v. Lansa, Inc., the Federal Circuit held it was improper to consider five licens-
ing agreements that did not show “any discernible link to the claimed technology.”40 The Federal Circuit 
noted that the expert “did not even attempt to show that these agreements embody or use the claimed tech-
nology or otherwise show demand for the infringed technology.”41 The Federal Circuit vacated the damages 
award because the expert’s use of those five agreements without any discernible link to the claimed technol-
ogy drove the royalty rate up to an unjustified level.42

Parties should also proceed with caution when relying upon licensing agreements reached in the midst 
of litigation, often in the form of a settlement agreement. This is because “litigation itself can skew the results 
of the hypothetical negotiation.”43 The Federal Circuit has expressed a “longstanding disapproval” of rely-
ing on settlement agreements, stating that “[t]he propriety of using prior settlement agreements to prove 
the amount of a reasonable royalty is questionable.”44 However, the Federal Circuit also recently stated that 
“there is no per se rule barring reference to settlements simply because they arise from litigation,”45 and 
has allowed the reliance on settlement agreements in two recent cases. In Astrazeneca AB v. Apotex Corp., 
the Federal Circuit found that two settlement agreements reached after the district court held the patent 
valid and infringed were similar to the setting of a hypothetical negotiation in which infringement and pat-
ent validity are assumed.46 Similarly, in ResQNet, the Federal Circuit allowed the reliance on a settlement 
agreement while excluding other non- comparable licenses because the settlement agreement was “the most 
reliable license in this record.”47 The Federal Circuit did caution, however, that on remand, the district court 
should consider the settlement agreement in its proper context.48

Recently, the Federal Circuit has also allowed the use of comparable, or “benchmark,” products to 
inform the reasonable royalty analysis.49 As with licensing agreements, the party relying on a benchmark 

 39 Lucent Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1332 (Fed. Cir. 2009).

 40 594 F.3d at 870.

 41 Id. at 870–71.

 42 Id. at 869–70.

 43 ResQNet.com, Inc. v. Lansa, Inc., 594 F.3d 860, 872 (Fed. Cir. 2010) (citing Hanson v. Alpine Valley Ski Area, Inc., 
718 F.2d 1075, 1978–79 (Fed. Cir. 1983)).

 44 LaserDynamics, Inc. v. Quanta Computer, Inc., 694 F.3d 51, 77 (Fed. Cir. 2012) (holding it was error to admit a 
settlement agreement entered into on the eve of trial after one of the parties had been repeatedly sanctioned by 
the district court) (citing Rude v. Westcott, 130 U.S. 152, 164 (1889)).

 45 Astrazeneca AB v. Apotex Corp., 782 F.3d 1324, 1336 (Fed. Cir. 2015).

 46 Id. 

 47 594 F.3d at 872.

 48 Id. 

 49 See Apple Inc. v. Motorola, Inc., 757 F.3d 1286 (Fed. Cir. 2014); i4i Ltd. P’ship v. Microsoft Corp., 598 F.3d 831, 854 
(Fed. Cir. 2010).
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product must demonstrate that the benchmark is comparable to the patented invention.50 In both Apple Inc. 
v. Motorola, Inc. and i4i Ltd. P’ship v. Microsoft Corp., the Federal Circuit approved the damages expert’s use 
of a benchmark product in setting a reasonable royalty. In Apple, for example, the patent at issue disclosed 
the use of finger contacts to control a touch screen computer.51 Apple’s damages expert looked to Apple’s 
Magic Trackpad, which is a touchpad used with Apple computers in place of a traditional computer mouse, 
to value the patented invention.52 The expert compared the value of the Trackpad to a traditional mouse and 
also wireless mice and then discounted his royalty calculation to account for value attributable to features 
that were outside the scope of the asserted patent claims.53 Finally, the expert compared his resulting royalty 
calculation to related royalty rates Motorola had paid in other licensing arrangements.54 The Federal Circuit 
found that the expert had applied sound methodology and his testimony was admissible.55

The Emerging Use of Surveys in Reasonable Royalty Analysis
In recent years, the use of consumer surveys has also emerged as an acceptable method of proving consum-
ers’ use and valuation of patented technology. As one judge noted, “[l]ong a staple of trademark, false adver-
tising and antitrust cases, consumer surveys are now de rigueur in patent cases as well.”56 Survey evidence 
can be particularly useful in cases involving complex, multi- component products (such as smart phones) 
where it may otherwise prove difficult to figure out how frequently consumers actually use a particular fea-
ture or how valuable a particular feature is to consumers.

The Federal Circuit first suggested that patent owners could use consumer survey evidence to show how 
frequently consumers use a particular feature of a multi- component product in Lucent Techs., Inc. v. Gate-
way, Inc.57 A few months later, in i4i Ltd. P’ship v. Microsoft Corp., the Federal Circuit approved the use of a 
consumer survey to do just that—determine the number of infringing uses.58 In i4i, the patentee introduced 
the testimony of an expert who conducted a survey to determine how frequently the accused infringer’s busi-
ness customers used its patented invention for editing custom XML, a feature included in Microsoft Word.59 
The survey was sent to a randomly selected group of large and small businesses, who were asked both screen-
ing and substantive questions.60 The screening questions were used to identify the proper individual to speak 

 50 See Apple, 757 F.3d at 1315 (stating that a party may “value the infringed features based upon comparable fea-
tures in the marketplace”).

 51 757 F.3d at 1294–95.

 52 Id. at 1316.

 53 Id. 

 54 Id. at 1316–17.

 55 Id. at 1320.

 56 Sentius Int’l, LLC v. Microsoft Corp., No. 5:13-cv-00825-PSG, 2015 U.S. Dist. Lexis 8782, at *2 (N.D. Cal. Jan. 
23, 2015).

 57 See 580 F.3d 1301, 1334 (Fed. Cir. 2009).

 58 598 F.3d at 856.

 59 Id. at 855.

 60 Id. 
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with about the company’s use of custom XML.61 The substantive questions identified how often a company 
used custom XML in an infringing manner.62 The expert assumed that all companies that did not respond to 
the survey did not use Microsoft Word in an infringing way.63 Based on the survey responses and the expert’s 
assumptions, the survey expert determined that 1.9 percent of all copies of Microsoft Word sold to businesses 
were used in an infringing manner.64 The expert then multiplied this percentage by the total number of cop-
ies of Word sold to businesses, for a total of 2.1 million infringing uses.65 The patentee’s damages expert then 
used the survey results in his reasonable royalty damages calculation.66 The damages expert multiplied his 
reasonable royalty rate ($98) by the number of infringing uses (2.1 million) to arrive at a final damages cal-
culation of approximately $200 million dollars.67

Parties have also used surveys in patent infringement cases to show the monetary value consumers place 
on a particular feature. The most commonly used survey is known as a conjoint survey. In a conjoint survey, 
an expert attempts to quantify customer preferences for certain product attributes, which enables the expert 
to estimate the “market’s willingness to pay” for a particular, patented feature.68 “By choosing among mul-
tiple bundles of attributes, survey participants make implicit tradeoffs one would make in real-world pur-
chasing decisions.”69 The market’s willingness to pay is the amount by which a company is able to increase 
the price of its accused product without suffering a reduction in the number of units sold.70 Conjoint surveys 
have been used in a number of well- publicized, high-stakes patent infringement cases, including the Apple v. 
Samsung cases,71 Microsoft Corp. v. Motorola, Inc.,72 Oracle America, Inc. v. Google Inc.,73 and TV Interactive 
Data Corp. v. Sony Corp.74

 61 Id. 

 62 Id. 

 63 Id. 

 64 Id. 

 65 Id. 

 66 Id. at 852.

 67 Id. at 852–53.

 68 See, e.g., TV Interactive Data Corp. v. Sony Corp., 929 F. Supp. 2d 1006, 1019 (N.D. Cal. 2013).

 69 Id. at 1020.

 70 Id. 

 71 See Apple, Inc. v. Samsung Elecs. Co., No. 11-cv-01846-LHK, 2012 U.S. Dist. Lexis 90877, at *37–38 (N.D. Cal. 
June 29, 2012) (allowing survey evidence to show “what price premium, if any, Samsung consumers are willing 
to pay for the features associated with the patents at issue”); Apple, Inc. v. Samsung Elecs. Co., No. 12-cv-00630-
LHK, 2014 U.S. Dist. Lexis 24506, at *88 (N.D. Cal. Feb. 25, 2014) (denying Samsung’s Daubert motion to exclude 
survey expert’s conjoint surveys).

 72 904 F. Supp. 2d 1109, 1119–1120 (W.D. Wash. 2012) (allowing expert testimony and evidence of a conjoint survey 
used to understand consumer usage and valuation of certain features offered in Microsoft’s Xbox 360 console).

 73 No. C 10-03561, 2012 U.S. Dist. Lexis 33619, at *30 (N.D. Cal. Mar. 13, 2012) (striking the proposed expert’s con-
joint survey “in this particular instance” as an “unreliable predictor of market share”).

 74 929 F. Supp. 2d 1006 (N.D. Cal. 2013).
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The district court’s opinion in TV Interactive Data Corp. provides a good example of what the court 
found to be an acceptable conjoint survey.75 There, the expert conducted his survey in two phases.76 In phase 
one, participants were asked to prioritize eighteen attributes of each accused product to come up with a list of 
six attributes that have similar values to the accused feature.77 In phase one, the expert was also able to deter-
mine a price discount that approximately has the same or smaller value as the accused feature.78 In phase two 
of the survey, the six comparable attributes identified in phase one were used to present the participants with 
hypothetical products with a selection of attributes and various price discounts.79 This allowed the expert to 
test the value of the accused feature against two noninfringing alternatives.80 The expert then analyzed the 
survey data using industry- standard software to arrive at the market’s willingness to pay for the accused fea-
ture.81 The patentee’s damages expert then used the estimated market willingness to pay as a baseline in his 
calculation of a reasonable royalty rate.82

Conclusion
The calculation of reasonable royalty damages under §284 continues to be a complex task as courts contin-
uously attempt to refine and improve the rules for calculating damages. It is important for patent litigators 
to stay abreast of recent trends and decisions so they may advocate on behalf of their clients, especially in an 
area of the law where damages awards tend to be large and appeals are frequent.
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Defending Against Lost 
Profit Damages Claims in 
Patent Infringement Cases

By Jeff Dyess and Benn Wilson

The Evolution of Lost Profits Damages in Patent Infringement Cases
As is also discussed in other parts of this work, the available damages in a patent infringement1 case are stat-
utory. Under the Patent Act:

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.2

Prior to 1946, a patent infringement plaintiff could obtain monetary relief from two statutory categories: 
(i) damages, which included the definition of claimant’s damages, and (ii) profits, which included the defini-
tion of infringer’s profits.3 Through the Patent Act of 1946, Congress eliminated this two- category scheme of 
claimant’s damages and infringer’s profits by implementing a new, single patent infringement recovery cat-
egory labeled “general damages” and by defining general damages as due compensation for making, using, 
or selling the invention.4 According to the Supreme Court, this 1946 amendment “eliminate[d] the recovery 
of profits as such” and made it clear that it is only plaintiff’s damages that are recoverable in an infringement 
action.5 In the 1952 Patent Act, Congress provided for the recovery of patent infringement damages in Sec-
tion 284, in language relatively unchanged from its predecessor statute in the 1946 Act.6

In Aro Manufacturing Co. v. Convertible Top Replacement Co., the Court explained that it defined dam-
ages as “compensation for the pecuniary loss he (the patentee) has suffered from the infringement, without 

 1 This chapter focuses on lost profit damages available in cases where a utility patent is at issue. While many of the 
principles discussed here also apply to cases of infringement of plant and design patents, care should be exer-
cised when applying this analysis of lost profit damages in non- utility patent cases.

 2 35 U.S.C §284 (2011).

 3 R.S. §4921 (1942), as amended, 42 Stat. 392.

 4 R.S. §4921, as amended by 60 Stat. 778 (1946); see Vincent P. Tassinari, Patent Compensation Under 35 U.S.C. 
§284, 5 J. Intell. Prop. L. 59, 63 (1997).

 5 Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S. 476, 505–07 (1964) (plurality opinion).

 6 See id. at 505 (noting that the 1946 amendment changed the statute to “approximately its present form” found in 
§284).

PART I: PATENTS
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regard to the question whether the defendant has gained or lost by his unlawful acts.”7 Thus, damages for 
infringement are measured by the difference between the patent owner’s pecuniary condition after the 
infringement and what it would have been absent the infringement.8 “The question to be asked in deter-
mining damages is how much had the Patent Holder… suffered by the infringement. And that question (is) 
primarily: had the Infringer not infringed, what would Patent Holder[] have made?”9 In other words, dam-
ages are measured by harm to the plaintiff, which is determined by asking how much the plaintiff would 
have made if the defendant infringer had not infringed.10 What has evolved is a damages analysis where the 
statute provides a minimum damages award—“in no event less than a reasonable royalty for the use made of 
the invention by the infringer”11—with the opportunity for patent owner to prove its actual damages—how 
much it would have made absent the infringement—most often characterized as lost profits.12

The Prima Facie Lost Profits Case
Because a patent owner’s recovery is limited to damages it has suffered, a patent owner must establish a suffi-
cient connection between infringing sales and its claim for lost profits. In the most general terms, the prima 
facie case for lost profits is straightforward: “To recover lost profits, the patent owner must show causation in 
fact, establishing that but for the infringement, he would have made additional profits.”13 The patent owner’s 
burden includes making a “but for” showing that, absent the infringing activities, it would have made the 
infringer’s sales.14

A patent owner does not have to prove with absolute certainty it would have made every infringing sale 
in the absence of infringement. “[T]he issue of whether a patentee deserves lost profit damages is not based 

 7 Id. at 507 (quoting Coupe v. Royer, 155 U.S. 565, 582 (1895)).

 8 Id. 

 9 Id. (quoting Livesay Window Co. v. Livesay Indus., 251 F.2d 469 (5th Cir. 1958) (internal quotation 
marks omitted).

 10 Id. 

 11 35 U.S.C. §284.

 12 Lost profits and reasonable royalty are not an either/or model for the entirety of the patent plaintiff’s damages 
case. If a patentee cannot show a lost profit for some measure of the defendant’s sales of an infringing product, 
it can obtain a reasonable royalty for those sales. Crystal Semiconductor Corp. v. TriTech Microelectronics Int’l, 
Inc., 246 F.3d 1336, 1354 (Fed. Cir. 2001). The patent plaintiff can get both lost profits and a reasonable royalty in 
the same case, just not for the same sale of an infringing product by the defendant.

 13 Siemens Med. Solutions USA, Inc. v. Saint- Gobain Ceramics & Plastics, Inc., 637 F.3d 1269, 1287 (Fed. Cir. 2011) 
(internal quotation marks omitted).

 14 Akamai Techs., Inc. v. Limelight Networks, Inc., 805 F.3d 1368, 1379 (Fed. Cir. 2015); see BIC Leisure Prods., 
Inc. v. Windsurfing Int’l, Inc., 1 F.3d 1214, 1218 (Fed. Cir. 1993) (“To recover lost profits as opposed to royalties, 
a patent owner must prove a causal relationship between the infringement and its loss of profits”—“‘but for’ the 
infringement, [the patent owner] would have made the infringer’s sales.”).
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on a subjective, individualized inquiry, but on an objective standard of ‘reasonable probability.’”15 However, 
“[t]he loss of profits is not presumed to result automatically from infringing sales.”16

The amount of a lost profit damages award is, understandably, a question of fact, on which the infringe-
ment plaintiff bears the burden of proof.17 However, the issue of whether lost profits are available (legally 
compensable) in any particular situation is a question of law.18 The analysis of whether lost profits are legally 
available “must be supported by sound economic proof of the nature of the market and likely outcomes with 
infringement factored out of the economic picture.”19

Thus, in defending the lost profit claim, the patent infringement defendant must put its adversary to the 
task of proving a causal relationship between the infringing activity and the plaintiff’s alleged loss of profits 
from missed sales opportunities. At all times, the burden rests on the patent owner “to show a reasonable 
probability that ‘but for’ the infringing activity, the patentee would have made the infringer’s sales.”20 In 
making that showing, the plaintiff must reconstruct the hypothetical market, showing the likely market out-
comes in the absence of infringement.21 That reconstruction can be based on a wide variety of reconstructive 
theories, but at the end of the day, the patent owner must present “reliable economic evidence of ‘but for’ 
causation.”22 Once a patent owner “establishes the reasonableness of th[e] inference, the burden shifts to the 
infringer to show that the inference is unreasonable for some or all of the lost profits.”23

 15 Kaufman Co. v. Lantech, Inc., 926 F.2d 1136, 1141 (Fed. Cir. 1991).

 16 Id. 

 17 Crystal Semiconductor, 246 F.3d at 1346; Smithkline Diagnostics, Inc. v. Helena Labs. Corp., 926 F.2d 1161, 1164 
(Fed. Cir. 1991).

 18 Siemens Medical Solutions USA, 637 F.3d at 1287. That question is answered under the law of the Federal Circuit 
and not the law of the eleven regional Circuits. See Power Integrations, Inc. v. Fairchild Semiconductor Int’l, Inc., 
711 F.3d 1348, 1356 (Fed. Cir. 2013) (“We consider issues regarding what types of damages are legally compensa-
ble in an action for patent infringement under the law of our own circuit, without deference to the trial court.”).

 19 Akamai Technologies, 805 F.3d at 1379 (internal quotation marks omitted); see Crystal Semiconductor, 246 F.3d 
at 1355.

 20 Crystal Semiconductor, 246 F.3d at 1353; see Smithkline Diagnostics, 926. F.2d at 1166 (“It was the patent owner’s 
burden to prove it actually lost sales or that at least such inference is reasonable from all of the evidence. That is 
the essence of a lost profits damage award.”).

 21 Crystal Semiconductor, 246 F.3d at 1355.

 22 Id. 

 23 Micro Chemical, Inc. v. Lextron, Inc., 318 F.3d 1119, 1122 (Fed. Cir. 2003). See also American Seating Com-
pany v. USSC Group, Inc., 514 F.3d 1262, 1269 (Fed. Cir. 2008) (“Once this reasonable probability is shown, 
the burden shifts to the infringer to show that the ‘but for’ causation analysis is unreasonable under the spe-
cific circumstances.”).
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The Familiar Panduit Factors

While the patent owner is not overly limited in his choice of economic modeling in making his prima facie 
“but for” showing,24 the most familiar method employed to meet the causation requirement is the four- factor 
Panduit25 test where:

the patent owner must prove (1) a demand for the patented product, (2) an absence of acceptable nonin-
fringing substitutes, (3) the manufacturing and marketing capability to exploit the demand, and (4) the 
amount of profit the patent owner would have made.26

If the Panduit factors are the chosen path, the patent owner is not entitled to lost profits if it fails to establish 
any of the four Panduit requirements.27

The Importance of Assumptions Underlying the Panduit Factors

At a minimum, the plaintiff must establish the necessary “but for” causal relationship to show it is entitled 
to lost profits. The Panduit factors are an accepted method of making that showing, but their applicability is 
also based on a key underlying assumption that “the patent owner and the infringer sell products sufficiently 
similar to compete against each other in the same market segment.”28 If that assumption is not applicable, 
then lost profits are not appropriate.

BIC Leisure Products demonstrates the circumstances in which that assumption can fail: when the fea-
tures or prices between the patent owner’s product and the infringing product are sufficiently different that 
the products do not compete in the same market segment. In BIC Leisure Products, the defendant targeted its 
infringing sailboards to the entry level of the overall sailboard market and the low end of the price range.29 
The patent owner, on the other hand, offered sailboards with a fundamentally different design than the 
defendant’s and sold its sailboards at 60 to 80 percent above the price of the defendant’s sailboards.30 There 
were also multiple competitors in the market, including several that offered sailboards at prices much closer 
to the defendant’s entry- level pricing.31 Moreover, evidence showed that demand in the market was relatively 

 24 The patent plaintiff can meet its causation burden through a wide variety of reconstructive theories so long as it 
presents reliable economic evidence of “but for” causation. Crystal Semiconductor, 246 F.3d at 1355. Panduit is a 
permissible method by which a patent owner may prove damages based on lost profits. Smithkline Diagnostics, 
926 F.2d at 1165. However, “Panduit is not the sine qua non for proving ‘but for’ causation,… there is no reason 
why another test should not be acceptable[,]… other fact situations may require different means of evaluation, 
and the failure to meet the Panduit test does not ipso facto disqualify a loss from being compensable.” Rite-Hite 
Corp. v. Kelley Co., 56 F.3d 1538, 1548 (Fed. Cir. 1995) (en banc).

 25 Panduit Corp. v. Stahlin Bros. Fibre Works, Inc., 575 F.2d 1152, 1156 (6th Cir. 1978).

 26 Cohesive Techs., Inc. v. Waters Corp., 543 F.3d 1351, 1373 (Fed. Cir. 2008) (internal quotation marks omitted); see 
Siemens Medical Solutions USA, 637 F.3d at 1287.

 27 Smithkline Diagnostics, 926 F.2d at 1165.

 28 BIC Leisure Prods., 1 F.3d at 1218.

 29 Id. at 1216–17.

 30 Id. at 1218.

 31 Id. 
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elastic and that consumers at the entry level of the market were sensitive to price differences.32 In that cir-
cumstance, the underlying assumption that the patent owner and defendant sold competitive products in 
the same market broke down. Instead, they “sold different types of sailboards at different prices to different 
customers.”33 Accordingly, lost profits were not appropriate.34

In its discussion, the Federal Circuit specifically addressed the effect of the assumption of competition 
in the same market on the Panduit factors. The court noted that the “first Panduit factor—demand for the 
patented product—presupposes that demand for the infringer’s and patent owner’s products is interchange-
able”—an analysis that “assumes that the patent owner and the infringer sell substantially the same prod-
uct.”35 However, if the two products “are not sufficiently similar to compete in the same market for the same 
customers, the infringer’s customers would not necessarily transfer their demand to the patent owner’s prod-
uct in the absence of the infringer’s products.”36 In that case, the Panduit demand factor would not satisfy the 
“but for” test.37

Similarly, “the second Panduit factor—availability of non- infringing alternatives—[also] presupposes 
that the patentee and the infringer sell substantially similar products in the same market.”38 If, on the other 
hand, the products have significantly different prices or characteristics, then the patent owner’s product may 
not be acceptable to the infringer’s customers in an elastic market.39

BIC Leisure Products demonstrates that defendants should invest in the effort to make sure the actual 
market for the accused product and the patent owner’s product, including segmentation within a broader 
product market, is clearly defined and that any differences between the patent owner’s product and the 
defendant’s product are identified and highlighted. If the plaintiff is allowed to define the market without 
challenge, it will likely do so in a way that eases its burden to establish the Panduit factors.

Panduit Factor #1—Demand for the Patented Product

The Federal Circuit elaborated on the first Panduit factor—demand for the patented product—in Depuy 
Spine, Inc. v. Medtronic Sofamor Danek, Inc.40 There, the defendant challenged the jury’s award of lost profits 
on plaintiff’s patented pedicle screws for use in spinal surgery.41 The defendant argued the plaintiff had not 
satisfied the demand factor and thus was not entitled to lost profits because it failed to show that demand for 
the plaintiff’s pedicle screws was driven by a feature that distinguished the product from a non- infringing 

 32 Id. 

 33 Id. at 1219.

 34 Id. 

 35 Id. at 1218–19.

 36 Id. at 1219.

 37 Id. 

 38 Id. 

 39 Id. 

 40 567 F.3d 1314 (Fed. Cir. 2009).

 41 Id. at 1329.
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alternative.42 Specifically, the defendant argued that the plaintiff failed to show that the demand for its pedi-
cle screws was driven by their top- loading feature, which the defendant believed distinguished the plaintiff’s 
patented screws and its own infringing screws from the defendant’s competing bottom- loading screws that 
did not infringe the patent.43

The court rejected that argument, instead holding that the requisite demand is demand “for the ‘pat-
ented product,’ i.e., a product that is covered by the patent in suit or that directly competes with the infring-
ing device.”44 The court explained that the defendant’s argument “unnecessarily conflate[d] the first and 
second[45] Panduit factors,” stating that the first factor only requires “demand for the patented product” and 
“does not require any allocation of consumer demand among the various limitations recited in the patent 
claim.”46 According to the court, “the focus on particular features corresponding to individual claim limita-
tions is unnecessary when considering whether demand exists for a patented product” and “the elimination 
or substitution of particular features corresponding to one or more claim limitations goes to the availability 
of acceptable, non- infringing substitutes,” i.e., the second Panduit factor.47

The Federal Circuit has applied and reaffirmed the holding of DePuy Spine in other decisions. For 
instance, in Presidio Components, Inc. v. American Technical Ceramics Corp., the defendant challenged a 
lost profits award on the basis “that the record does not link market demand with the claimed fringe- effect 
capacitance limitation.”48 The court rejected that argument because the demand factor “‘does not require any 
allocation of consumer demand among the various limitations recited in a patent claim.’”49 And in Mentor 
Graphics Corp. v. EVE-USA, Inc., the court reiterated that “[t]he first factor—demand for the patented prod-
uct—considers demand for the product as a whole.”50, 51

 42 Id. at 1329–30.

 43 Id.

 44 Id. at 1330 (internal quotation marks omitted).

 45 See discussion regarding the absence of acceptable non- infringing substitutes for the infringing sales, supra.

 46 DePuy Spine, 567 F.3d at 1330.

 47 Id. at 1331.

 48 702 F.3d 1351, 1360 (Fed. Cir. 2012).

 49 Id. (quoting DePuy Spine, 567 F.3d at 1330).

 50 Mentor Graphics Corp. v. EVE-USA, Inc., 851 F.3d 1275, 1285 (Fed. Cir. 2017).

 51 The court seemingly contradicted its clear articulation that demand focuses on demand for the patented prod-
uct as a whole in its unpublished opinion in Calico Brand Inc. v. Ameritech Imports, Inc., 527 Fed. App’x. 987 
(Fed. Cir. 2013). There, the court held that the district court erred in finding the Panduit demand factor satisfied 
because “evidence of gross sales data” of the plaintiff’s patented product was insufficient “to establish consumer 
demand based on the patented safety mechanism” of the product. Id. at 996 (emphasis added). Thus, the court 
appeared to link the requisite demand under Panduit to a specific patented feature rather than demand for a 
product as a whole that practices the patent, as required in DePuy Spine.

The court did not address DePuy Spine, and there is no easy way to reconcile the cases’ statements or rea-
soning regarding the first Panduit factor. In reaching its conclusion in Calico Brand, the court relied heavily on 
principles from the entire market value line of cases, id., while DePuy Spine specifically distinguished the entire 
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Panduit Factor #2—Available Non-Infringing Substitutes

Perhaps the most significant area of dispute in lost profit litigation (at least by volume) involves the second 
Panduit factor: the availability of acceptable non- infringing substitutes. In the ordinary case, the patent 
owner must initially carry the burden of demonstrating the absence of acceptable non- infringing substi-
tutes.52 Disputes regarding the second Panduit factor center on two questions: availability and acceptability 
of the non- infringing substitute.

To defeat a claim for lost profits, the non- infringing substitute must have been available during the 
period of infringement. Available alternatives are not limited to those on sale during the period of infringe-
ment. Instead, as the Federal Circuit has explained:

To be “available,” an acceptable noninfringing substitute must have been “available or on the market” 
at the time of infringement. A substitute need not be on sale at the time of infringement, but if the 
substitute cannot be commercialized “readily,” then it is not available for purposes of a lost profits 
determination.53

There is a significant interconnection between reconstruction of the infringement- absent market for the 
plaintiff’s competing products54 and the availability of non- infringing alternatives, as was demonstrated in 
the seminal case of Grain Processing Inc. v. American Maize- Products Co.55 In Grain Processing, the plaintiff 
was the assignee of a patent covering low-starch conversion food additive products used as preservatives and 
the processes for producing them.56 During the period of the patent term, the defendant used four different 
processes for producing its product.57 Initially, the trial court determined that the plaintiff could not estab-
lish causation for lost profits because the defendant could have produced a non- infringing substitute using 

market value rule as being separate and different from the Panduit demand factor, 567 F.3d at 1331. Indeed, the 
court specifically noted in DePuy Spine that the lost profits award was challenged only under Panduit, not the 
entire market value rule. Id.

Given that Calico Brand is unpublished, that it relies heavily on entire market value cases (in seeming contra-
diction to DePuy Spine), and that it has not spawned additional cases applying a stricter understanding of the 
demand factor, a defendant should view DePuy Spine as the Federal Circuit’s authoritative view on the demand 
factor and not rely on defeating the demand factor based on lack of evidence of demand for specific patented fea-
tures. Nonetheless, demand for patented features is an important consideration in the second Panduit factor and 
may also be relevant to an apportionment argument—a point that was not at issue in DePuy Spine.

 52 See Siemens Medical Solutions USA, 637 F.3d at 1287 (“[T]he patent owner must prove… an absence of accept-
able noninfringing substitutes[.]”) (internal quotation marks omitted).

 53 Id. at 1288 (citations omitted).

 54 The analysis of whether lost profits are legally available “must be supported by sound economic proof of the 
nature of the market and likely outcomes with infringement factored out of the economic picture.” Akamai 
Technologies, 805 F.3d at 1379 (internal quotation marks omitted).

 55 185 F.3d 1341 (Fed. Cir. 1999).

 56 Id. at 1343–44.

 57 Id. at 1344–45.
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the fourth process.58 The defendant did not actually produce and sell the non- infringing substitute via the 
fourth process until April 1991, well into the infringement accounting period and seven months before the 
patent expired.59 Nonetheless, the district court found that the availability of the process to the defendant 
during the infringement period negated plaintiff’s ability to meet the second Panduit factor and thereby 
recover lost profit damages.60 Following an initial appeal, the Federal Circuit remanded the lost profits issue 
to the district court to consider the availability of the non- infringing alternative, noting that switching to a 
non- infringing product after a period of infringement does not necessarily establish the availability of a non- 
infringing substitute during the entire period of infringement.61

On remand, the trial court found that the fourth process was available to the defendant throughout the 
period of infringement. Specifically, the court found that the defendant could obtain all of the materials it 
needed for this fourth process, including the addition of an enzyme to the process that took it outside of the 
patented process, before the issuance of the patent in 1979 and that the effects of the addition of this enzyme 
and the process were well known in the field by that time.62 The evidence also showed that the defendant had 
“all of the necessary equipment, know-how and experience” needed to implement the fourth process during 
the time of infringement.63 The district court found that the sole reason that the defendant did not use its 
fourth process to produce its product prior to 1991 was economic—the addition of the additional enzyme 
was more expensive than the prior three processes the defendant had been using.64

On appeal, the Federal Circuit affirmed the district court’s finding that the fourth process was an avail-
able, non- infringing alternative, even though the defendant did not use it until 1991. The court reasoned 
that an alleged substitute that is not on the market or for sale during the infringement period can factor into 
whether a patent owner would have made additional profits “but for” the infringement.65 “To be an acceptable 
non- infringing substitute, the product or process must have been available or on the market at the time of in-
fringement.”66 In other words, available alternatives include, “but are not limited to products on the market.”67

To support that conclusion, the court returned to the “but for” inquiry, which requires a reconstruction 
of the market as it would have developed absent the infringing product.68 As noted above, this reconstruction 
of the market, which is by definition a hypothetical exercise, requires the patent owner to project economic 
results that did not occur.69 “To prevent the hypothetical from lapsing into pure speculation,” the plaintiff is 

 58 Id. at 1347.

 59 Id. 

 60 Id. 

 61 Id. at 1348.

 62 Id. 

 63 Id. 

 64 Id. 

 65 Id. at 1349.

 66 Id. (internal quotation marks omitted).

 67 Id. (emphasis added).

 68 Id. at 1350.

 69 Id. 
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required to put on “sound economic proof of the nature of the market and likely outcomes with infringement 
factored out of the economic picture.”70 The court noted that its case law permitted plaintiffs to present mar-
ket reconstruction theories showing all of the ways in which they would have been better off in the “but for” 
world and thereby recover lost profits in a wide variety of forms.71 In other words, courts have given patent 
owners significant latitude to prove and recover lost profits for a wide variety of foreseeable economic effects 
of infringement.72

The court reasoned that “a fair and accurate reconstruction of the ‘but for’ market must also take into 
account,” if relevant, how the infringer would have foreseeably acted if it had not infringed the subject pat-
ent.73 If not offering an infringing product, “a rational would-be infringer is likely to offer an acceptable 
noninfringing alternative, if available, to compete with the patent owner rather than leaving the market alto-
gether.”74 Keeping an eye on realistic market behavior among competitors, the court found that such a com-
petitor in the “but for” market place is not likely “to surrender its complete market share when faced with a 
patent, if it can compete in some other lawful manner.”75 To properly evaluate the patent owner’s expected 
profit in the absence of infringement, a court must compare the patented invention to its next best available 
alternative or alternatives—“regardless of whether the alternative(s) were actually produced and sold during 
the infringement.”76 This is why “the accurate reconstruction of the hypothetical ‘but for’ market [must] 
take[] into account any alternatives available to the infringer.”77

To be certain, the court held that switching to a non- infringing substitute after the damages period 
began does not alone show availability of the non- infringing substitute during the infringement period.78 
Moreover, “when an alleged alternative is not on the market during the [infringement] period, a trial court 
may reasonably infer that it was not available as a non- infringing substitute at that time.”79 In such a circum-
stance, the accused infringer must “overcome this inference by showing that the substitute was available 

 70 Id. 

 71 Id. 

 72 Id. 

 73 Id. at 1350–51.

 74 Id. at 1351.

 75 Id. (emphasis added).

 76 Id. 

 77 Id. (emphasis added); see id. at 1356 (“In summary, this court requires reliable economic proof of the market 
that establishes an accurate context to project the likely results ‘but for’ the infringement. The availability of 
substitutes invariably will influence the market forces defining this ‘but for’ market place, as it did in this case. 
Moreover, a substitute need not be openly on sale to exert this influence. Thus, with proper economic proof of 
availability, as [the defendant] provided the district court in this case, an acceptable substitute not on the mar-
ket during infringement may nonetheless become part of the lost profit calculus and therefore limit or preclude 
those damages.”) (citation omitted).

 78 Id. at 1353.

 79 Id. 
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during the accounting period.”80 Having chosen to produce an infringing product, the defendant cannot 
overcome that inference by speculation or conclusory assertions.81 Therefore, acceptable substitutes that the 
infringer proves were available during the period of infringement can preclude or limit lost profits, but sub-
stitutes only shown to be theoretically possible will not.82 The court concluded that the district court’s factual 
findings regarding the infringer’s ability and knowledge to implement the fourth process in 1979 were not 
clearly erroneous; thus, the infringer had established that the fourth process was not simply a theoretical 
possibility, but an available alternative during the entire period of infringement.83

Similarly, the concept that an infringer’s pre- infringement activity can evidence the availability of 
acceptable non- infringing alternatives was central to a denial of lost profit damages in Slimfold Manufactur-
ing Co. v. Kinkead Industries, Inc.,84 a case cited by the Federal Circuit in the Grain Processing decision. In 
Slimfold Manufacturing, the plaintiff was the owner of a patent for a pivot and rod guide assembly for bi-fold 
doors.85 The Federal Circuit concluded that the trial court had not clearly erred in finding that the defen-
dant’s prior door hardware products, which were no longer on the market at the time of infringement, were 
an available non- infringing alternative.86 The plaintiff contended that the defendant’s old hardware was not 
an acceptable non- infringing alternative because it did not have the advantages of the new hardware covered 
by the asserted patent.87 The Federal Circuit responded, “[t]hat proposition may be correct if it is shown that 
consumers specifically want a device with those advantages,” but the plaintiff did not show that buyers of 
bi-fold doors wanted a door having the advantages of the patent.88 Thus, even though the defendant’s prior 
products were not on the market during the period of infringement, those products were an available alter-
native that defeated the claim for lost profits.

A defendant should recognize that the availability of alternatives is heavily fact dependent. While Grain 
Processing and Slimfold Manufacturing offer insight to proving the availability of non- infringing alterna-
tives, the facts of any given case may show otherwise. For instance, in Siemens Medical Solutions USA, the 
trial court’s decision to allow the jury to consider an award of lost profits was upheld by the Federal Circuit 
because the evidence showed that the alternative technology “was at least a year and a half behind [the 
patented technology] in development.”89 In Micro Chemical, an alternative was deemed not available when 
the defendant had to expend a significant number of hours to bring its non- infringing machine to market, 
testing and rejecting five potential design changes, and taking over four months to convert all of its infring-

 80 Id.; see Depuy Spine, 567 F.3d at 1331 (placing burden on defendant to overcome inference of unavailability when 
non- infringing alternative was not on the market during accounting period).

 81 Id. 

 82 Grain Processing, 185 F.3d at 1353.

 83 Id. at 1354–55.

 84 932 F.2d 1453 (Fed. Cir. 1991).

 85 Id. at 1455.

 86 Id. at 1458.

 87 Id. 

 88 Id. 

 89 Siemens Med. Solutions USA, 637 F.3d at 1288.
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ing machines to non- infringing devices.90 Further, the defendant had to bring in outside consultants to help 
it consider the impact and effectiveness of its new designs, and the materials and equipment needed for 
the non- infringing machines were difficult to obtain, were specially fabricated, and were not maintained 
in inventory.91 According to the Federal Circuit, “this record shows that the [non- infringing alternative] 
machine was not available at the time of infringement. To the contrary, the record shows that [the defendant] 
designed around the patented technology after [the plaintiff] established infringement.”92 At the other end 
of the spectrum was Calico Brand, Inc. v. Ameritek Imports, Inc., where the award of lost profits was vacated 
based on the defendant’s “seamless substitution” for the accused product with a non- infringing alternative 
product sourced from a third party supplier.93

In addition to being available, the second Panduit factor requires the alternative be acceptable in the 
marketplace.94 Evidence of consumer demand “defines [both] the relevant market and relative substitutabil-
ity among the products” in the market.95

Important factors shaping demand may include consumers’ intended use for the patentee’s product, 
similarity of physical and functional attributes of the patentee’s products to alleged competing prod-
ucts, and price. Where the alleged substitute differs from the patentee’s product in one or more of these 
respects, the patentee must often adduce economic data supporting its theory of the relevant market in 
order to show “but for” causation.96

In order to prove the absence of acceptable noninfringing substitutes (the plaintiff’s initial burden), the 
patentee must show “either that (1) the purchasers in the marketplace generally were willing to buy the pat-
ented product for its advantages, or (2) the specific purchasers of the infringing product purchased on that 
basis.”97 Depending upon the feature(s) in question, this burden—and the plaintiff’s ability to meet it—may 
prove significant.

A defendant should be cognizant of the degree of acceptability that must be established for a potential 
substitute. A non- infringing replacement product is not a substitute for the sale of an infringing product 
unless “it is acceptable to all purchasers of the infringing product.”98 Thus, it is essential to submit proof that 
the non- infringing product is acceptable to purchasers of the infringing product. For instance, in Smithkline 
Diagnostics, the Federal Circuit endorsed proof that defendant’s acceptable non- infringing product was in 
the market for part of the infringement period; proof that a third party put out a non- infringing product and 

 90 Micro Chem., 318 F.3d at 1123.

 91 Id. 

 92 Id. 

 93 Calico Brand, 527 Fed. App’x. at 997.

 94 Grain Processing, 185 F.3d at 1355 (“Whether and to what extent [the defendant’s alleged alternative] prevents [a 
plaintiff] from showing lost sales [] depends not only whether and when the alternative was available, but also 
on whether and to what extent it was acceptable as a substitute in the relevant market.”).

 95 Id. 

 96 Id. (citation omitted).

 97 Cohesive Technologies, 543 F.3d at 1373.

 98 American Seating Company v. USSC Group, Inc., 514 F.3d 1262, 1270 (Fed. Cir. 2008) (internal quotation 
marks omitted).
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defendant lost sales to it; and customer testimony that the customer would consider purchasing the proposed 
alternative as evidence of the acceptability of non- infringing alternatives.99

Whether a substitute is acceptable can turn on consideration of various factors, including features 
and price. In order to be deemed acceptable, an alleged acceptable non- infringing substitute must not have 
a disparately higher price than or possess characteristics significantly different from the patented prod-
uct.100 Technology that is “immature and more expensive than the patented technology during the time of 
infringement cannot have been an acceptable noninfringing substitute.”101 As the Federal Circuit observed 
in Kaufman Co., a product lacking the advantages of the patent “can hardly be termed a substitute acceptable 
to the customer who wants those advantages.”102 On the other hand, in Grain Processing, the Federal Circuit 
upheld the district court’s finding that consumers viewed the defendant’s product made with the fourth 
(non- infringing) process as “the same product, for the same price, from the same supplier” as defendant’s 
product made by other infringing processes.103 Thus, the product made with the fourth process was a perfect 
substitute for previous infringing versions, and the plaintiff’s efforts to show a distinct market did not assist 
its lost profits case.104

Ultimately, a defendant should be prepared to identify non- infringing alternatives and demonstrate, 
using sound economic evidence, why they were both available during the period of infringement and accept-
able to consumers.

Panduit Factor #3—Plaintiff’s Capacity To Manufacture

Although not frequently an issue, a plaintiff must demonstrate that it has the manufacturing and market-
ing capability to exploit the demand for the patented product. That capability must exist during the time of 
infringement.105 Thus, evidence that a plaintiff was able to manufacture and market a product at a later time 
cannot alone establish the requisite capacity.106 Such evidence is only relevant if it is also “indicative of the 
ability to manufacture and market the patented device during the period of infringement.”107 As the plaintiff 
bears the burden of proof, when capacity is challenged and a plaintiff submits insufficient evidence of its 
capabilities, a lost profits claim will fail.108 Thus, a defendant should carefully question the plaintiff’s manu-
facturing capacity during the time of infringement and the quality of the proof underlying those claims.

 99 926 F.2d at 1166.

 100 Kaufman Co., 926 F.2d at 1142.

 101 Id. 

 102 Id. at 1142–43 (internal quotation marks omitted).

 103 Grain Processing, 185 F.3d at 1355.

 104 Id.

 105 See Wechsler v. Macke Int’l Trade, Inc., 486 F.3d 1286, 1293 (Fed. Cir. 2007).

 106 Id. 

 107 Id. 

 108 Kearns v. Chrysler Corp., 32 F.3d 1541, 1551–52 (Fed. Cir. 1994) (denying lost profits when plaintiff’s claims of 
capacity were not supported by the record).
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The Uphill Battle of the Two-Supplier Market

Defendants face greater difficulty defeating the inference that the patent owner would have made an infring-
ing sale where the accused infringement occurs in a market where demand is met by only two suppliers—the 
patent owner and the accused infringer. If a plaintiff shows a two- supplier market and evidence of its own 
capacity to market and sell its competing products, the inference is established that the plaintiff would have 
made the defendant’s sales.109 Once the patent owner has satisfied the burden of proving its entitlement to lost 
profit for all infringing sales in a two- supplier market situation, the burden shifts to the infringer to show 
“that it is unreasonable to infer that some or all of the infringing sales probably caused the patent[] [owner] 
to suffer the loss of profits.”110

While a more direct path to the inference needed to support a lost profits damages award, the burden 
still falls to the plaintiff to establish with reasonable probability the existence of a two- supplier market.111 
In order to construct the two- supplier market, the first step is to define the relevant market.112 This exercise 
begins with the patented invention and other devices “similar in physical and functional characteristics” to 
it, and then moves to exclude alternatives “with disparately different prices or significantly different charac-
teristics.”113 Once the market is defined, the patent plaintiff must demonstrate how many suppliers operate in 
the defined relevant market.114 If the patent owner shows only two suppliers, its own capability to make the 
diverted sales, and its profit margin, it raises the presumption of “but for” causation.115 Upon such a showing, 
the burden shifts to the defendant to rebut the presumption by showing the patent owner “reasonably would 
not have made some or all of the diverted sales ‘but for’ the infringement.”116

When faced with a two- supplier market argument, a defendant has several options. First, the defendant 
should attack the definition of the relevant market, either by showing, as in BIC Leisure Products, that it does 
not compete with the patent owner in the same market or that the relevant market is broad enough to include 
other suppliers. Second, assuming a two- supplier market, the defendant should look to its own products 
to identify an available non- infringing alternative.117 Finally, as is the case in every avenue available to the 
plaintiff for proving lost profits, the reconstruction of the market will provide a likely front to attack the two- 

 109 See Smithkline Diagnostics, 926 F.2d at 1165; Kaufman Co., 926 F.2d at 1143.

 110 Kaufman Co., 926 F.2d at 1141–43.

 111 Micro Chem., 318 F.3d at 1125.

 112 Id. at 1124.

 113 Id. (internal quotation marks omitted); see Siemens Med. Solutions USA, 637 F.3d at 1288 (“Accurately identify-
ing a two- supplier market requires an analysis which excludes alternatives to the patented product with dispa-
rately different prices or significantly different characteristics.”) (internal quotation marks omitted).

 114 Micro Chem., 318 F.3d at 1124–25.

 115 Id. at 1125.

 116 Id. 

 117 Micro Chem., 318 F.3d at 1125 (“For example, the infringer may rebut the presumption by showing that it sold 
another available, noninfringing substitute in the relevant market.”).
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supplier market causation model, because, as with any market analysis presented by the plaintiff, it must be 
supported by sound economic proof.118

Lost Profits from Price Erosion
Lost profit damages are not limited to sales the patent owner plaintiff did not make. In addition to profits on 
lost sales, a plaintiff can also seek to recover profits lost on its own sales due to market price erosion attrib-
utable to the infringing activity.119 Losses caused by reduction of the market price of a patented good due 
to infringement are a proper measure of lost profits damages because “[c]om petition drives price towards 
marginal costs.”120 As with the analysis for profits lost from lost sales, a price erosion damages analysis must 
measure price change against infringement- free market conditions.121

Crystal Semiconductor contains a helpful discussion of the “but for” causation analysis required for a 
patent plaintiff to prove its price erosion damages. Following the jury’s award of lost profits, price erosion, 
and reasonable royalty damages, the trial court awarded judgment as a matter of law to the defendant on 
the lost profit and price erosion damages due to lack of supporting evidence.122 On appeal, the Federal Cir-
cuit first remarked that the “but for” analysis relevant to price erosion is whether the patent owner would 
have sold the products at a higher price “but for” the infringement, and further that a plaintiff cannot show 
entitlement to a higher price without establishing the effect a higher price would have on demand for the 
product.123 Thus, a “price erosion theory must account for the nature, or definition, of the market, similarities 
between any benchmark market and the market in which price erosion is alleged, and the effect of the hypo-
thetically increased price on the likely number of sales at that price in that market.”124 Ultimately, the Federal 
Circuit affirmed the JMOL as to price erosion because the plaintiff’s expert’s use of an inappropriate bench-
mark resulted in an inadequate foundation for price erosion damages.125

In reaching this conclusion, the court made clear that price erosion theory (and the plaintiff’s proof) 
must be closely tied to accepted economic concepts of price and demand:

Even if [plaintiff’s expert]’s testimony and benchmark analysis were correct, the record does not 
contain sufficient evidence to show the reaction of the market if, “but for” infringement, [plaintiff] 
would have tried to charge at least 89¢ more per CODEC. All markets must respect the law of demand. 
According to the law of demand, consumers will almost always purchase fewer units of a product at a 
higher price than at a lower price, possibly substituting other products. For example, if substitution of a 
product were impossible and the product were a necessity, elasticity of demand would be zero—mean-
ing consumers would purchase the product at identical rates even when the price increases. This very 
rare type of market is called inelastic. On the other side of the spectrum, if any price increase would 

 118 Akamai Techs., 805 F.3d at 1379.

 119 See Power Integrations, Inc. v. Fairchild Semiconductor International, Inc., 711 F.3d 1348, 1378 (Fed. Cir. 2013).

 120 Id. 

 121 Id. at 1379.

 122 Crystal Semiconductor, 246 F.3d at 1345.

 123 Id. at 1357.

 124 Id. 

 125 Id. at 1358.
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eradicate demand, elasticity of demand would be infinite—meaning consumers would decline to 
purchase another single product if the price increases by any amount. This very rare type of market is 
called perfectly elastic. Markets typically have an elasticity greater than zero and less than infinity.126

Thus, to present reliable evidence on price erosion, a plaintiff must show reliable economic evidence estab-
lishing “the decrease in sales, if any, that would have occurred at the higher hypothetical price.”127 The 
Federal Circuit found that the patentee’s price erosion theory failed the “but for” causation requirement 
because it presented no evidence of elasticity of demand, and no estimate of sales it would have kept or lost 
at the theoretical higher price.128 The court also made clear that the required infringement- free market anal-
ysis requires proof from the plaintiff as to the market conduct of others at the hypothetical increased price. 
According to the court, the plaintiff could not assert that demand for its product would not have decreased 
with an increase in price without demonstrating barriers to entry and expansion that would have prevented 
competitors from taking over its supply of the product.129

A claim of price erosion lost profits damages was also at issue in BIC Leisure Products. As discussed 
above, the relevant macro market was sailboards, and the defendant targeted the entry- level segment of the 
market, selling its boards at the low end of the sailboard market price spectrum.130 Uncontradicted evidence 
showed that demand for sailboards was relatively elastic and that the entry- level segment was “particularly 
sensitive to price disparity.”131 With particular regard to price erosion, evidence showed that the defendant 
did not cause the plaintiff to lower its prices; rather, other market forces, including a broad range of cheaper 
consumer choices and the plaintiff’s licensing of the patent to lower cost competitors, forced the plaintiff to 
lower its prices.132 As a result, the Federal Circuit found that the plaintiff was unable to prove that it could 
have sold its higher- end boards for higher prices “but for” the plaintiff’s infringement.133

The available case law suggests that price erosion damages are pursued with less frequency than lost 
profits based on lost sales. This is likely because of the significantly higher burdens placed upon the plaintiff 
for economic modeling in such cases, as demonstrated by Crystal Semiconductor and BIC Leisure Products. 
The infringement defendant facing such a claim should take care to fully vet the opposition’s economic 
evidence, both factual and as presented by expert theory, to make sure it meets the particular “but for” 
causation requirements that would establish that the patent plaintiff could actually sell its competing prod-
ucts for a higher price in the infringement- free hypothetical market.

 126 Id. at 1359 (citations omitted).

 127 Id. 

 128 Id. 

 129 Id. at 1360.

 130 BIC Leisure Prods., 1 F.3d at 1216–17.

 131 Id. at 1218.

 132 Id. at 1220.

 133 Id. 
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Apportionment and the Entire Market Value Rule
While more traditionally associated with proof of the reasonable royalty measure of damages, principles of 
apportionment—and the related entire market value rule—may also affect the defense to an asserted lost 
profits claim where multi- component products are at issue.134 The entire market value rule generally permits 
recovery of damages based on the value of the patent owner’s entire multi- feature apparatus only if the patent 
owner demonstrates that “the patent- related feature is the basis for customer demand.”135

The Federal Circuit recently confirmed that apportionment is an important and necessary component to 
a lost profits analysis.136 The court went further, however, by linking satisfaction of the Panduit factors with 
apportionment. In Mentor Graphics, the defendant challenged the lost profits award, arguing that damages 
should have been calculated first by calculating lost profits using the Panduit factors and then further appor-
tioning those profits “only [to] the patentee’s inventive contribution.”137 The court rejected that argument, 
reasoning that apportionment was already properly included in the award because “Panduit’s requirement 
that patentees prove demand for the product as a whole and the absence of non- infringing alternatives ties 
lost profit damages to specific claim limitations and ensures that damages are commensurate with the value 
of the patented features.”138 Accordingly, it held that on the facts of the case, “satisfaction of the Panduit fac-
tors satisfies principles of apportionment.”139

Based on Mentor Graphics, a defendant who has lost the Panduit fight will likely be unable to diminish 
the damages award through apportionment. Mentor Graphics, however, is limited to proof of lost profits 
through the Panduit factors and specifically “leave[s] for another day whether a different theory of ‘but for’ 
damages adequately incorporates apportionment principles.”140

 134 Rite-Hite, 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 or for lost 
profits purposes.”) (citations omitted); see Ericsson, Inc. v. D-Link Systems, Inc., 773 F.3d 1201, 1226 (Fed. Cir. 
2014) (“When the accused infringing products have both patented and unpatented features, measuring this value 
requires a determination of the value added by such features. Indeed, apportionment is required even for non- 
royalty forms of damages: a jury must ultimately ‘apportion the defendant’s profits and the patentee’s damages 
between the patented feature and the unpatented features’ using ‘reliable and tangible’ evidence.”) (quoting Gar-
retson v. Clark, 111 U.S. 120, 121 (1884)) (emphasis added).

 135 Rite-Hite, 56 F.3d at 1549 (internal quotation marks omitted).

 136 Mentor Graphics Corp. v. EVE-USA, Inc., 852 F.3d 1275, 1287 (Fed. Cir. 2017).

 137 Id. 

 138 Id. at 1288.

 139 Id.; accord id. at 1290 (“We hold that the district court did not err in refusing to further apportion lost profits 
after the jury returned its verdict applying the Panduit factors. We conclude that, when the Panduit factors are 
met, they incorporate into their very analysis the value properly attributed to the patented feature.”)

 140 Id. at 1288.
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The applicability of apportionment to lost profits damages in a non- Panduit case is illustrated by Fergu-
son Beauregard/Logic Controls v. Mega Systems, LLC.141 In that case, the trial court awarded lost profits based 
on “evidence of sales of a device embodying features in addition to those present” in the infringed patent.142 
On appeal, the Federal Circuit found the district court clearly erred143 by failing “to distinguish the allocation 
of profits” that the plaintiff would have made “‘but for’ the infringement of [the asserted patent] with the 
profits that could be fairly allocated to customer demand related” to the device’s non- infringing features.144

In a non- Panduit lost profits situation, a defendant should be mindful of the principles of apportionment 
that it might bring to bear. Most of the case law discussing the application of damages apportionment and 
the entire market value rule has developed around reasonably royalty cases. Those cases, certainly, should 
give a great deal of guidance on how the rule and allocation are to be used defensively in lost profits damages 
litigation. An understanding of the entire market value rule from those cases is instructive:

[W]hen claims are drawn to an individual component of a multi- component product, it is the exception, 
not the rule, that damages may be based upon the value of the multi- component product. Indeed, we 
recently reaffirmed that a patentee may assess damages based on the entire market value of the accused 
product only where the patented feature creates the basis for customer demand or substantially creates 
the value of the component parts. In the absence of such a showing, principles of apportionment apply.

These strict requirements limiting the entire market value exception ensure that a [damages award] 
does not overreach and encompass components not covered by the patent. Thus, it is not enough to 
merely show that the patented feature is viewed as valuable, important, or even essential to the use of 
the overall product.145

Likewise, an understanding of the plaintiff’s added burdens of proof is also very important to defending lost 
profits claims in these multi- component cases. First, it is the plaintiff’s burden to show that the entire market 
value rule applies (i.e., that the patented technology drove demand for the entire product) in order for the 
plaintiff to be allowed to pursue damages based on the value of the entire product.146 If the plaintiff cannot 
carry that burden, the plaintiff must then shoulder the burden of apportioning the damages “down to a rea-
sonable estimate of the value of its claimed technology.”147 Put another way, in these multi- component cases, 
the patent owner must calculate damages based on the smallest patent- practicing unit of the product (often 
referred to as the smallest saleable unit), as opposed to sales of the whole product, if it hasn’t shown that 
demand for the entire product is attributable to the patented feature.148

 141 350 F.3d 1327 (Fed. Cir. 2003).

 142 Id. at 1346.

 143 Id. (“Because the district court’s award of damages for infringement of the ’376 patent is based on clearly 
erroneous factfinding, we vacate the damages award and remand for further proceedings, consistent with 
this opinion.”).

 144 Id. 

 145 Virnetx, Inc. v. Cisco Systems, Inc., 767 F.3d 1308, 1326–27 (Fed. Cir. 2014) (citations and internal quotation 
marks omitted). 

 146 Id. at 1329.

 147 Id. 

 148 Laser Dynamics, Inc. v. Quanta Computer, Inc., 694 F.3d 51, 67–68 (Fed. Cir. 2012).
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However, the “patentee’s obligation to apportion damages only to the patented features does not end with 
the identification of the smallest salable unit if that unit still contains significant unpatented features.”149 
Ultimately, this must result in the plaintiff, by competent and reliable economic proof, apportioning value 
between the patented and non- patented features in the accused product—or “carefully [tying] proof of dam-
ages to the claimed invention’s footprint in the market place.”150

In instances where the patent owner seeks lost profits on a multi- component device in which the 
asserted patent is embodied in a single component, the defendant should raise all applicable apportionment 
issues. The plaintiff’s burden in seeking damages on a multi- component device can be rather exacting and 
involves a number of potential pitfalls, especially for the plaintiff that is overly aggressive in the area of 
claimed lost profits damages. Putting the patent plaintiff to its burden, through sound economic proof and 
theory, is a must when lost profits are sought in such a case.

Attack the Expert
Many aspects of a plaintiff’s damages case will rely heavily on expert testimony. As a result, numerous cases, 
including those discussed above, demonstrate the importance of thoroughly vetting the opinions of the 
plaintiff’s damages expert in order to mitigate the damages amount or, in some cases, to eliminate them alto-
gether. Ultimately, it is the plaintiff’s burden to prove its damages, and to properly carry its burden, it “must 
sufficiently tie the expert testimony on damages to the facts of the case,” with the penalty for its failure to do 
so possibly resulting in the exclusion of the expert’s testimony.151 As was discussed in the Power Integrations 
decision, the expert damages testimony must be the product of reliable principles and methods applied to 
sufficient facts and data.152 The data the expert relies upon must be derived from a reliable source (but need 
not itself be admissible), and his methodology must not be speculative.153 The admonition of the Federal Cir-
cuit in Power Integration was clear:

In the end, we are left with an expert opinion derived from unreliable data and built on speculation. 
Without more, [the expert]’s testimony and data regarding worldwide shipments of Samsung’s mobile 
phones are too far removed from the facts of this case, which involves [defendant]’s infringing power 
circuits. [The expert]’s layered assumptions lack the hallmarks of genuinely useful expert testimony. 
Such unreliable testimony frustrates a primary goal of expert testimony in any case, which is meant 
to place experience from professional specialization at the jury’s disposal, not muddle the jury’s fact- 
finding with unreliability and speculation.

For these reasons, we find that the district court abused its discretion in admitting [the expert]’s testi-
mony, which was both unreliable and based on insufficient data.154

 149 Virnetx, 767 F.3d at 1329.

 150 Id. 

 151 Uniloc USA, Inc. v. Microsoft Corp., 632 F.3d 1292, 1315 (Fed. Cir. 2011) (internal quotations and brack-
ets omitted).

 152 Power Integrations, 711 F.3d at 1373.

 153 Id. at 1373–74.

 154 Id. at 1374 (admission of faulty expert testimony was error, resulting in order of a new trial).
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In short, a defendant should attack the sufficiency of the facts underlying an expert’s opinion,155 as well as the 
expert’s reasoning in reaching his conclusions.156

Additional Considerations in Defending Against the Lost Profits Damages Case
A given case may raise a number of other issues relevant to defending against a claim for lost profits. As they 
are not implicated in every case, we have not given them the same in depth treatment as the issues above. 
Nonetheless, defendants should be aware of these issues as they arise in any particular case.

Lost Sales of Convoyed Goods

A plaintiff may attempt to recover lost profits damages from the sale of “convoyed goods.” “A ‘convoyed sale’ 
refers to the relationship between the sale of a patented product and a functionally associated non- patented 
product.”157 Lost profits can be recovered on unpatented products if the patent owner demonstrates that the 
patented and unpatented products “together were considered to be components of a single assembly or parts 
of a complete machine, or they together constituted a functional unit.”158 Such a relationship does not exist 
“when independently operating patented and unpatented products are purchased as a package solely because 
of customer demand.”159 Evidence of an independent use for the non- patented product also suggests that the 
patented and unpatented products do not have a sufficiently close functional relationship.160

Thus, a claim for convoyed sales will turn on the functional relationship between the patented and 
unpatented products and whether the unpatented products have independent use and value. For example, 
in American Seating, damages for convoyed sales were not recoverable when the evidence showed that the 
patented and unpatented products operated independently of each other and that customers did not require 
that the patented and unpatented products be purchased from the same company.161 Similarly, a claim for 
lost profits on conveyed sales failed in Warsaw Orthopedic, Inc. v. NuVasive, Inc.,162 when the plaintiff failed to 

 155 See, e.g., Laser Dynamics, 694 F.3d at 69 (faulting expert for failing to conduct market studies or consumer sur-
vey to support the opinion that demand for the product was driven by the patented technology).

 156 Id. (criticizing expert’s conclusions as having been “plucked out of thin air” and being based on “vague quantita-
tive notions”).

 157 Am. Seating Co. v. USSC Group, Inc., 514 F.3d 1262, 1268 (Fed. Cir. 2008).

 158 Id. (internal quotation marks omitted).

 159 Id. 

 160 DePuy Spine, 567 F.3d at 1333.

 161 Am. Seating, 514 F.3d at 1268–69.

 162 778 F.3d 1365, 1376 (Fed. Cir. 2015) (“Warsaw Orthopedic I”). The Federal Circuit’s opinion in Warsaw Ortho-
pedic I was vacated on other grounds in Medtronic Sofamor Danek USA, Inc. v. NuVasive, Inc., 136 S.Ct. 893 
(2016), but the judgment related to convoyed sales was reinstated in relevant part in Warsaw Orthopedic, Inc. v. 
NuVasive, Inc., 824 F.3d 1344, 1351 (Fed. Cir. 2016) (“Warsaw Orthopedic II”). The portion of Warsaw Orthopedic 
I relevant to lost profit damages—and specifically convoyed sales—dealt with claims of direct infringement of 
plaintiff Warsaw Orthopedics’ patent, which were not implicated by the Supreme Court’s decision vacating War-
saw Orthopedic I. Further, on remand, the Federal Circuit reinstated that portion of its original opinion regard-
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establish the necessary functional relationship and the evidence showed the unpatented products had inde-
pendent value and use.

Warsaw claimed lost profits from three sources of income, including lost profit recovery for the loss of 
convoyed sales of its unpatented “fixations,” which were rods and screws for holding patented implants and 
vertebrae in place during surgery.163 Warsaw presented evidence that the infringement of the patented tech-
nologies resulted in Warsaw making fewer sales of its unpatented fixations to one of its related companies 
because the infringement caused that related company to make fewer sales of medical kits that included both 
patented implants and the unpatented fixations.164 The defendant argued there was no functional relationship 
between the alleged convoyed sales of fixations and the patented products because the unpatented fixations 
could be and frequently were used independently from the patented technology and methods.165 The Federal 
Circuit agreed that Warsaw had not met its burden of establishing the necessary functional relationship 
because its marketing materials demonstrated that the sale of the medical kits that included the unpatented 
fixation was a matter of convenience or business strategy and because Warsaw failed to present any evidence 
that its fixations had no independent function apart from the patented technologies.166

If faced with a claim for lost profits from lost convoyed sales, the defendant should put the plaintiff to the 
additional burdens of demonstrating the functional relationship between the patented technology and the 
convoyed goods, as well as demonstrating the absence of any use of the convoyed good independent of the 
patented device.

Unavailability of Profits Lost to Related Companies

Plaintiffs have sought, on occasion, to recover profits on sales that were not lost to the plaintiff, but instead 
to a related company. Such was the case in Warsaw Orthopedic I, where the patent owner (Warsaw) did not 
practice the patented technologies, but rather licensed the technology to two related companies. Those com-
panies then manufactured and sold products covered by the patents, paying royalties to Warsaw.167 At trial, 
Warsaw claimed lost profits from diminished royalty payments received from its related companies for the 
licensing of the patented technologies.168

The Federal Circuit rejected Warsaw’s claim for lost profits based on lost royalty payments received from 
Warsaw’s related companies who were selling items covered by the patented technologies, stating:

To be entitled to lost profits, we have long recognized that the lost profits must come from the lost sales 
of a product or service the patentee itself was selling. As we explained in Rite-Hite, “[n]orm ally, if the 
patentee is not selling a product, by definition there can be no lost profits.” Similarly, in Poly- America 

ing the analysis of lost profits damages for sales of convoyed goods. Warsaw Orthopedic II, 824 F.3d at 1351 (“We 
reinstate our earlier judgment with respect to NuVasive’s infringement of [the plaintiff]’s patents, which was 
unaffected by the Supreme Court’s GVR order. Warsaw [Orthopedic I], 778 F.3d at 1379.”).

 163 Warsaw Orthopedic I, 778 F.3d at 1374.

 164 Id. at 1375–76.

 165 Id. 

 166 Id. 

 167 Warsaw Orthopedic I, 778 F.3d at 1373–74.

 168 Id. at 1374.
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we noted, “the patentee needs to have been selling some item, the profits of which have been lost due to 
infringing sales, in order to claim damages consisting of lost profits.” Here, there is a failure of proof 
and as a result the revenue stream is not recoverable.169

Thus, the defendant should take care that the plaintiff relies only on the loss of profits from sales that it, and 
not another company, failed to make as the basis of its lost profits damages claim.

Territorial Limits on Lost Profits Damages

If a plaintiff attempts to recover profits for lost sales occurring wholly outside of the United States, that claim 
should be resisted as outside of the permissible lost profits damages recovery, as demonstrated by Power In-
tegrations. In that case, the parties agreed to stipulate that the defendants made, used, sold, or imported into 
the United States accused devices totaling roughly $765,000.170 However, the jury’s total damages award was 
almost $34 million dollars, of which almost $17 million was lost profits (including price erosion) based on 
the defendant’s worldwide sales.171 On appeal, the plaintiff argued that it was foreseeable that the defendant’s 
infringement in the United States would cause the plaintiff to lose sales in foreign markets, that Section 284 
provided for full compensation of any damages suffered by the infringement plaintiff, and that the principle 
of “full compensation” has no inherent geographical limits.172 The Federal Circuit disagreed, holding instead 
that because “U.S. patent law does not operate extraterritorially to prohibit infringement abroad,” and Section 
284 only allows specifically for “damages adequate to compensate for the infringement,” Section 284 doesn’t 
“provide compensation for a defendant’s foreign exploitation of a patented invention, which is not infringe-
ment at all.”173 Upholding the trial court’s determination that the jury’s damages award was contrary to law, 
the court stated: “[the plaintiff] is incorrect that, having established one or more acts of direct infringement in 
the United States, it may recover damages for [defendant]’s worldwide sales of the patented invention because 
those foreign sales were the direct, foreseeable result of [the defendant]’s domestic infringement.”174, 175

 169 Id. at 1376 (citations omitted).

 170 Power Integrations, 711 F.3d at 1369.

 171 The district court agreed with the defendant that the damages award, to the extent based on international sales, 
was contrary to law and entered a remittitur reducing the damages award by 82 percent. Id. at 1369–70. The 
plaintiff appealed. Id. at 1370.

 172 Id. at 1370–71.

 173 Id. at 1371.

 174 Id. 

 175 The precise contour of the territorial limits on recoverable damages remains a contested issue. For instance, the 
question of the availability of lost profits based on foreign activities after a finding of infringement under 35 
U.S.C. §271(f) divided the court in WesternGeco, L.L.C. v. ION Geophysical Corp. Compare WesternGeco L.L.C. 
v. ION Geophysical Corp., 791 F.3d 1340, 1351 (Fed. Cir. 2015) (“Under Power Integrations, WesternGeco can-
not recover lost profits resulting from its failure to win foreign service contracts, the failure of which allegedly 
resulted from ION’s supplying infringing products to WesternGeco’s competitors [in violation of §271(f)].”), rein-
stated in relevant part, 837 F.3d 1358, 1364 (Fed. Cir. 2016), with 791 F.3d at 1354 (Wallach, J., dissenting) (“[T]he 
majority erroneously declines to consider WesternGeco L.L.C.’s… lost foreign sales when determining damages 
for infringement under 35 U.S.C. §271(f).”). The Federal Circuit’s refusal to rehear the case en banc prompted a 
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A Lost Profits Claim Need Not Be Based on a Product That Practices the Asserted Patent

As discussed above, in order to recover lost profits, the plaintiff must demonstrate that it sells products that 
compete against the infringing products in the same market or market segment.176 However, the plaintiff 
need not be exploiting the asserted patent—selling a product or using a method covered by the subject pat-
ent—in order to recover lost profits following infringement.177 This leaves available to the plaintiff the ability 
to recover lost profits for lost sales of its own competitive products, even if they do not practice the asserted 
patent, assuming “but for” causation can be shown.178 If a plaintiff attempts to recover lost profits on a prod-
uct that does not practice the asserted patent, care should be taken to determine whether the patent owner’s 
product is covered by other patent rights—if it isn’t, it may very well be an available, acceptable substitute, 
and the plaintiff would then have the burden of proving that customers could not have obtained the same 
substitute from third-party suppliers in order to prove its entitlement to lost profits damages.179
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dissent from Judges Wallach, Newman, and Reyna. WesternGeco L.L.C. v. Ion Geophysical Corp., 621 F. App’x 
663, 664 (Fed. Cir. 2015).

WesternGeco has filed a petition for a writ of certiorari, and the Supreme Court has requested the Solicitor 
General to weigh in on the issue. WesternGeco LLC v. ION Geophysical Corp., No. 16-1011, https://www.supreme-

court.gov/search.aspx?filename=/docket/docketfiles/html/public/16-1011.html. Should the Supreme Court take up 
the issue, its decision may affect the territorial limits on recoverable damages not only under §271(f), but under 
§271(a)–(c) as well.

 176 See Crystal Semiconductor, 246 F.3d at 1356; BIC Leisure Products, 1 F.3d at 1218–19.

 177 King Instr. Corp. v. Perego, 65 F.3d 941, 950–51 (Fed. Cir. 1995).

 178 Id.; Rite-Hite, 56 F.3d at 1545–49.

 179 See Rite-Hite, 56 F.3d at 1548. See the discussion of the burdens associated with the second Panduit factor, supra.
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https://www.supremecourt.gov/search.aspx?filename=/docket/docketfiles/html/public/16-1011.html
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Enhanced Damages: Attorneys’ 
Fees and Willfulness

By Amy L. Baker

T he past several years have marked a turning point for enhanced damages in patent infringement actions. 
The U.S. Supreme Court has rejected the restrictive tests espoused by the Federal Circuit and signaled 

a return to traditional statutory interpretation of attorneys’ fees under Section 285 of the Patent Act and 
enhanced damages under Section 284 of the Patent Act. In so doing, the Supreme Court has arguably made it 
easier for a litigant to obtain both attorneys’ fees and enhanced damages. The following is a discussion of the 
landscape of attorneys’ fees and enhanced damages in patent cases following the Supreme Court’s opinions 
in Octane Fitness, LLC v. ICON Health & Fitness, Inc.,1 Highmark Inc. v. Allcare Health Management Systems, 
Inc.,2 and Halo Electronics, Inc. v. Pulse Electronics, Inc.3

Attorneys’ Fees in Patent Cases Following Octane Fitness and Highmark
The Supreme Court signaled its renewed attention to patent infringement damages with Octane Fitness and 
Highmark. After leaving the Federal Circuit to its own devices for nearly a decade, in 2014 the Supreme Court 
intervened to express its disapproval of the stringent tests developed by the Federal Circuit to establish enti-
tlement to attorneys’ fees in patent infringement litigation.4 The Court decided Octane Fitness and Highmark 
on the same day in sister opinions authored by Justice Sotomayor.5

Section 285 provides that the court “in exceptional cases may award reasonable attorney fees to the pre-
vailing party.”6 For decades after the enactment of Section 285, courts evaluated the exceptionality of infringe-
ment on a case-by-case basis.7 The Federal Circuit continued this practice after that court was established in 

 1 134 S. Ct. 1749 (2014).

 2 134 S. Ct. 1744 (2014).

 3 136 S. Ct. 1923 (2016).

 4 Octane Fitness, 134 S. Ct. 1749; Highmark, 134 S. Ct. 1744.

 5 Octane Fitness, 134 S. Ct. 1749; Highmark, 134 S. Ct. 1744.

 6 35 U.S.C. §285 (1952).

 7 Octane Fitness, 134 S. Ct. at 1753–54 (citing True Temper Corp. v. CF&I Steel Corp., 601 F.2d 495, 508–09 (10th 
Cir. 1979); Kearney & Trecker Corp. v. Giddings & Lewis, Inc., 452 F.2d 579, 597 (7th Cir. 1971); Siebring v. Han-
sen, 346 F.2d 474, 480–81 (8th Cir. 1965)).

PART I: PATENTS
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1982.8 However, in 2005, the Federal Circuit decided Brooks Furniture Manufacturing, Inc. v. Dutailier Int’l, 
Inc. and thereby established a new, more mechanical test for determining entitlement to attorneys’ fees.9

Brooks Furniture held that a case may be deemed exceptional under Section 285 only where there had 
“been some material inappropriate conduct related to the matter in litigation, such as willful infringement, 
fraud or inequitable conduct in procuring the patent, misconduct during litigation, vexatious or unjustified 
litigation, conduct that violated Fed. R. Civ. P. 11, or like infractions.”10 Absent such misconduct in litigation 
or securing the patent, fees could be imposed “only if both (1) the litigation [wa]s brought in subjective bad 
faith, and (2) the litigation [wa]s objectively baseless.”11 Objective baselessness required that the litigation 
be “so unreasonable that no reasonable litigant could believe it would succeed,” and subjective bad faith 
required that the litigant “actually know[s] that it is objectively baseless.”12

Moreover, Brooks Furniture held that exceptionality must be established by clear and convincing evi-
dence and reviewed de novo on appeal.13 However, the Federal Circuit noted that, even in an exceptional case, 
the decision to award attorneys’ fees is committed to the sound discretion of the district court.14

Octane Fitness

Octane Fitness involved the alleged infringement of a patent for an elliptical machine with adjustable stride 
length.15 The district court granted summary judgment of non- infringement to Octane Fitness and sub-
sequently denied Octane Fitness’s motion for attorneys’ fees after finding that ICON’s claims were neither 
objectively baseless nor brought in subjective bad faith, in accordance with the framework established by the 
Federal Circuit in Brooks Furniture.16 The Federal Circuit affirmed the denial of attorneys’ fees.17

The Supreme Court reversed the decision, holding that the Brooks Furniture framework for determining 
entitlement to attorneys’ fees was “unduly rigid” and “impermissibly encumbers the statutory grant of dis-
cretion to district courts.”18 The Court held that “exceptional” within Section 285 should be given its ordinary 

 8 Id. at 1754 (citing Rohm & Haas Co. v. Crystal Chemical Co., 736 F.2d 688, 691 (Fed. Cir. 1984) (“Cases decided 
under §285 have noted that ‘the substitution of the phrase “in exceptional cases” has not done away with the 
discretionary feature.’”); Yamanouchi Pharm. Co., Ltd. v. Danbury Pharmacal, Inc., 231 F.3d 1339, 1347 (Fed. 
Cir. 2000) (“In assessing whether a case qualifies as exceptional, the district court must look at the totality of 
the circumstances.”)).

 9 393 F.3d 1378 (Fed. Cir. 2005).

 10 Id. at 1381.

 11 Id. 

 12 iLOR, LLC v. Google, Inc., 631 F.3d 1372, 1377–78 (Fed. Cir. 2011).

 13 393 F.3d at 1382.

 14 Id. (citing S.C. Johnson & Son, Inc. v. Carter- Wallace, Inc., 781 F.2d 198, 201 (Fed. Cir. 1986) (noting that even an 
exceptional case does not require an award of attorneys’ fees)).

 15 Octane Fitness, 134 S. Ct. at 1754–55.

 16 Id. at 1755.

 17 Id. 

 18 Id. 
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meaning and that an “exceptional” case “is simply one that stands out from others with respect to the sub-
stantive strength of a party’s litigating position (considering both the governing law and the facts of the case) 
or the unreasonable manner in which the case was litigated.”19 Exceptionality is to be determined on a case-
by-case basis considering the totality of the circumstances.20

Finally, the Court rejected the requirement of clear and convincing evidence in favor of preponderance 
of the evidence.21

Highmark

Highmark involved alleged infringement of a comprehensive health care system patented by Allcare.22 High-
mark, the alleged infringer, sought a declaratory judgment that Allcare’s patent was invalid and that High-
mark was not infringing the patent.23 Allcare counterclaimed that Highmark had infringed the patent.24

Highmark won summary judgment on the issue of non- infringement and moved for attorneys’ fees, 
which the district court granted.25 The district court found that Allcare had engaged in a pattern of vexatious 
and deceitful conduct during the litigation.26 This conduct included maintaining claims shown by its own 
experts to be without merit and asserting defenses that the attorneys knew to be frivolous.27 The district 
court also found that Allcare had pursued the lawsuit as part of a larger plan to identify companies poten-
tially infringing its patent and force those companies to purchase a license under a threat of litigation.28

On appeal, the Federal Circuit upheld the exceptionality determination for one claim of the patent but 
reversed the determination as to another claim of the patent after de novo review, finding that Allcare’s argu-
ment on claim construction was not objectively baseless.29

The Supreme Court vacated the Federal Circuit’s decision, holding that under its decision in Octane Fit-
ness, exceptionality is a matter of discretion that appellate courts must review for abuse of discretion rather 
than de novo.30

 19 Id. at 1756.

 20 Id. (citing Fogerty v. Fantasy, Inc., 510 U.S. 517, 534 (1994)) (“As in the comparable context of the Copyright Act, 
‘“[t]here is no precise rule or formula for making these determinations,” but instead equitable discretion should 
be exercised “in light of the considerations we have identified.”’”).

 21 Id. at 1758.

 22 134 S. Ct. at 1747.

 23 Id. 

 24 Id. 

 25 Id. 

 26 Id. 

 27 Id. 

 28 Id. 

 29 Id. 

 30 Id. at 1748–49 (citations omitted).
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Establishing Entitlement to Fees Post-Octane Fitness and Highmark

In the absence of the rigid Brooks Furniture test, it would be reasonable to expect that courts would more freely 
grant fee awards. This certainly appears to have been the case upon remand of Octane Fitness and Highmark.

On remand, the Northern District of Texas reaffirmed its initial finding that Allcare’s conduct was 
exceptional and awarded attorneys’ fees to Highmark.31 On remand of Octane Fitness to the District of Min-
nesota, the court granted Octane Fitness’s renewed motion for attorneys’ fees and costs upon a finding that 
the case was exceptional.32

A question remains, however, as to what circumstances will merit entitlement to a fee award post- Octane 
Fitness and - Highmark. The Supreme Court gave some direction on this question in its opinion in Octane Fit-
ness. For example, the Court noted that cases involving subjective bad faith or exceptionally meritless claims 
may warrant a fee award.33 The Court also referred to its decision in Fogerty v. Fantasy,34 which discussed 
considerations for fee shifting under the similar provisions of the Copyright Act, including “frivolousness, 
motivation, objective unreasonableness (both in the factual and legal components of the case) and the need 
in particular circumstances to advance considerations of compensation and deterrence.”35

Bad faith and litigation misconduct are relatively obvious markers for potential fee awards. However, 
some courts have specifically addressed the significance of a party’s status as a “patent troll” in weighing in 
favor of an opposing party’s entitlement to fee awards.36 Moreover, a prevailing party’s litigation misconduct 
also can preclude a fee award in its favor.37

Aside from situations involving bad faith or litigation misconduct, courts have granted fee requests in 
situations where there was a notable lack of evidence supporting the theory of infringement.38 Additionally, 
the factors expressed in Brooks Furniture have retained some popularity, including the award of fees based 
on inequitable conduct.39

 31 Highmark, Inc. v. Allcare Health Management System, Inc., No. 4:03-cv-01484-Y, 2016 U.S. Dist. Lexis 152034, at 
*5–6 (N.D. Tex. June 23, 2015).

 32 Icon Health & Fitness, Inc. v. Octane Fitness, LLC, 112 F. Supp. 3d 888, 899 (D. Minn. 2015).

 33 Octane Fitness, 134 S. Ct. at 1757.

 34 510 U.S. at 534.

 35 Octane Fitness, 134 S. Ct. at 1756 n.6.

 36 See Small v. Implant Direct Mfg., LLC, No. 06 Civ. 683 (NRB), 2014 U.S. Dist. Lexis 154468, at *9–10 (S.D.N.Y. Oct. 
22, 2014); see also Lumen View Tech, LLC v. Findthebest.com, Inc., 24 F. Supp. 3d 329, 336 & n.3 (S.D.N.Y. 2014).

 37 See Genspera, Inc. v. MhAka, No. MJG-12-772, 2016 U.S. Dist. Lexis 51536, at *8–9 (D. Md. Apr. 18, 2016) (deny-
ing fees to the prevailing party after finding that the party unnecessarily engaged in discovery and proceeded 
beyond the pleading stage).

 38 See Medtrica Solutions Ltd. v. Cygnus Medical, LLC, No. C12-538RSL, 2014 U.S. Dist. Lexis 184960, at *4–6 (W.D. 
Wash. July 11, 2014); see also Cognex Corp. v. Microscan Systems, No. 13-CV-2027 (JSR), 2014 U.S. Dist. Lexis 
91203, at *10–12 (S.D.N.Y. June 30, 2014).

 39 See Ohio Willow Wood Co v. ALPS South, LLC, No. 2:04-cv-1223, 2014 U.S. Dist. Lexis 137485, at *125 (S.D. Ohio 
Sept. 24, 2014). 
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Without question, the flexibility in determining entitlement to attorneys’ fees has resulted in an increase 
in the number of fee motions that are granted. According to one study, one in three motions for attorneys’ 
fees was granted in the 20 months after Octane Fitness and Highmark, compared to one in five in the 20 
months before the decisions.40 Moreover, the number of such motions has nearly doubled.41 As courts con-
tinue to decide these motions, situations that warrant a finding of exceptionality, and thus an award of attor-
neys’ fees under Section 285, will continue to become clearer.

Willful Infringement (Halo and Stryker)
Following the Court’s 2012 rejection of the Federal Circuit’s stringent standards for attorneys’ fee awards, 
the Court set its sights on the Federal Circuit’s interpretation of Section 284 of the Patent Act. Section 284 
governs enhanced damages available in cases of willful patent infringement and provides: “the court may 
increase the damages up to three times the amount found or assessed.”42 Unlike Section 285, Section 284 
provides no guidance as to when enhanced damages are appropriate.43

The Seagate Test

Prior to 2016, the Federal Circuit’s Seagate test governed the determination of whether a defendant had 
engaged in willful infringement sufficient to merit enhanced damages.44 Seagate created a two-part test 
to determine the existence of willful infringement sufficient to merit enhanced damages: First, a patentee 
needed to “show by clear and convincing evidence that the infringer acted despite an objectively high like-
lihood that its actions constituted infringement of a valid patent,” as determined by the record developed 
during the infringement proceedings.45 If an accused infringer raised a substantial question as to the non- 
infringement or validity of the patent, objective recklessness would not be found.46 Second, a patentee needed 
to show by clear and convincing evidence that the risk of infringement was either “known or so obvious that 
it should have been known to the accused infringer.”47 If both the objective and subjective steps were satis-
fied, the district court could consider whether to exercise its discretion to award enhanced damages and the 
amount of any enhanced damages.48

 40 See Rich Hung, For Services Rendered: Seeking Fees For Exceptionality, Address Before the 17th Annual 
Berkley- Stanford Advanced Patent Law Institute (Dec. 9, 2016), https://www.law.berkeley.edu/wp-content/

uploads/2016/09/Attorneys-Fees.pdf.

 41 Id. 

 42 35 U.S.C. §284 (1952).

 43 Id. 

 44 In re Seagate Technology, LLC, 497 F.3d 1360 (Fed. Cir. 2007).

 45 Id. at 1371.

 46 Bard Peripheral Vascular, Inc. v. W.L. Gore & Assoc., Inc., 776 F.3d 837, 844 (C.A. Fed. 2015).

 47 Seagate, 497 F.3d at 1371.

 48 Id. 

https://www.law.berkeley.edu/wp-content/uploads/2016/09/Attorneys-Fees.pdf
https://www.law.berkeley.edu/wp-content/uploads/2016/09/Attorneys-Fees.pdf
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A district court’s discretion regarding whether and to what extent to enhance damages following a find-
ing of willfulness has been guided by the a set of factors known as the Read factors, set out by the Federal 
Circuit in the 1992 case of Read Corp. v. Portec, Inc.:

(1) whether the infringer deliberately copied another’s design; (2) investigated the scope of the patent 
and formed a good-faith belief that it was invalid or that it was not infringed; (3) the infringer’s behav-
ior during the litigation; (4) the infringer’s size and financial condition; (5) the closeness of the case; 
(6) the duration of the infringer’s misconduct; (7) any remedial action taken; (8) the motivation for 
harm; and (9) any attempt to conceal misconduct.49

Federal Circuit precedent set forth a trifurcated appellate review process, in which the Federal Circuit 
reviewed objective recklessness de novo, subjective recklessness for substantial evidence, and the ultimate 
decision of whether and to what extent to award enhanced damages for abuse of discretion.50

It is against this legal backdrop that Halo and Stryker made their way to the Supreme Court.

Halo and Stryker

Procedural Background of Halo

Halo alleged that Pulse had infringed its patents for electronic packages.51 Halo offered to license the patents 
to Pulse, but Pulse made an internal determination that Halo’s patents were invalid and rejected the offer to 
license.52 The jury ultimately concluded that Pulse had infringed Halo’s patents with a high likelihood of will-
fulness.53 Following the jury verdict, the district court declined to award enhanced damages under Seagate 
because the court did not find clear and convincing evidence that Pulse had acted despite an objectively high 
likelihood that its actions constituted infringement.54 The Federal Circuit affirmed.55

Procedural Background of Stryker

Stryker sued Zimmer for infringement of Stryker’s orthopedic pulse lavage device patent.56 As with Halo, 
the case proceeded to trial, and the jury found that Zimmer had willfully infringed Stryker’s patents.57 The 
district court awarded treble damages after finding that Zimmer had essentially instructed its design team 
to copy Stryker’s patented product.58 The Federal Circuit vacated the treble damage award after reviewing 

 49 Read Corp. v. Portec, Inc., 970 F.2d 816, 827 (Fed. Cir. 1992).

 50 Bard Peripheral Vascular, Inc. v. W.L. Gore & Assoc., Inc., 682 F.3d 1003, 1005 (Fed. Cir. 2012); Spectralytics, Inc. 
v. Cordis Corp., 649 F.3d 1336, 1347 (Fed. Cir. 2011).

 51 Halo, 136 S. Ct. at 1930.

 52 Id. at 1931.

 53 Id. 

 54 Id. 

 55 Id. (citing 769 F.3d 1371 (2014)).

 56 Id. 

 57 Id. 

 58 Id. 
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the case de novo under Seagate, finding that the objective prong was not met because Zimmer had asserted a 
reasonable defense at trial.59

The Supreme Court’s Holding

The Supreme Court granted certiorari in both cases, and, in a joint opinion, the Court vacated the Federal 
Circuit’s decisions.60

Despite noting that the Seagate test reflected “a sound recognition that enhanced damages are generally 
appropriate under §284 only in egregious cases,” the Court harkened back to its opinion in Octane Fitness and 
rejected the test as “unduly rigid” and an “impermissibl[e] encumb[rance on] the statutory grant of discretion 
to district courts.”61 The Court found that the principal problem was Seagate’s requirement of objective reck-
less for any award of enhanced damages, which excluded many of the most culpable infringers—the “wanton 
and malicious pirate[s]”—from the district courts’ discretionary punishment.62 Citing to Octane Fitness, the 
Court held that subjective willfulness alone is sufficient to merit enhanced damages.63 Additionally, the Court 
found that the critical analysis to determine bad faith must focus on the accused infringer’s knowledge at the 
time of the challenged conduct, rather than the strength of the subsequent defenses mustered at trial.64

Thus, “Section 284 allows district courts to punish the full range of culpable behavior.”65 Nonetheless, 
the Court reiterated that enhanced damages do not have to follow a finding of willfulness; rather, district 
courts should consider the particular circumstances of each case in deciding whether and to what extent to 
enhance damages.66 The Court cautioned, however, that such punishment should be reserved to egregious 
cases.67 In exercising their discretion under Section 284, district courts should “‘be guided by [the] sound 
legal principles’ developed over nearly two centuries of application and interpretation of the Patent Act,” 
which “channel the exercise of discretion, limiting the award of enhanced damages to egregious cases of mis-
conduct beyond typical infringement.”68

As with Octane Fitness, the Court in Halo held that “clear and convincing evidence” was too high a 
standard to establish entitlement to enhanced damages69 The Court held that preponderance of the evidence 

 59 Id. 

 60 Id. 

 61 Id. at 1932 (citing Octane Fitness, 134 S. Ct. 1749).

 62 Id. 

 63 Id. 1932–33.

 64 Id. at 1933 (citations omitted).

 65 Id. 

 66 Id. 

 67 Id. 

 68 Id. at 1935.

 69 Id. at 1934.
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is the correct standard in patent infringement litigation.70 Finally, the Court rejected the tripartite appellate 
review framework from Seagate and held that abuse of discretion was the proper standard.71

Justice Breyer’s concurrence also provides helpful guidance, describing three areas of limitation in the 
Court’s majority opinion because “[e]n hanced damages have a role to play in achieving [the objectives of the 
patent laws], but… that role is limited.”72 First, Justice Breyer noted, “the Court’s references to ‘willful mis-
conduct’ do not mean that a court may award enhanced damages simply because the evidence shows that the 
infringer knew about the patent and nothing more.”73 Thus, “while the Court explains that ‘intentional or know-
ing’ infringement ‘may’ warrant a punitive sanction, the word it uses is may, not must.”74 “It is circumstance[] 
that transforms simple knowledge into such egregious behavior, and that makes all the difference.”75 Second, the 
concurrence further recognized that the Court did not weaken the rule that failure to obtain advice of counsel 
“may not be used to prove that the accused infringer wilfully infringed.”76 Thus, Justice Breyer stated:

Congress has thus left it to the potential infringer to decide whether to consult counsel—without the 
threat of treble damages influencing that decision. That is, Congress has determined that where both 
“advice of counsel” and “increased damages” are at issue, insisting upon the legal game is not worth 
the candle.77

Third, enhanced damages under Section 284 should not be used to compensate a patentee or cover litigation 
expenses, as Section 284 already provides for compensatory damages and Section 285 covers attorneys’ fees.78

Availability of Enhanced Damages Post-Halo

Although the Court rejected the Federal Circuit’s attempt to lend structure to the determination of enhanced 
damages, it did cite to a 180-year history of damage awards given as punitive sanctions for egregious con-
duct and cautioned that enhanced damages are “not to be meted out in a typical infringement case, but are 
instead designed as a ‘punitive’ or ‘vindictive’ sanction….”79 The Court provided some guidance by noting 
that it had previously found enhanced damages appropriate in situations involving “willful, wanton, mali-
cious, bad-faith, deliberate, consciously wrongful, [or] flagrant conduct… characteristic of a pirate.”80 How-

 70 Id. 

 71 Id. at 1934.

 72 Id. at 1937 (Breyer, J., concurring).

 73 Id. at 1936.

 74 Id. 

 75 Id. (internal quotation marks and alterations omitted).

 76 Id. 

 77 Id. at 1937 (comparing §298 with §284).

 78 Id. 

 79 Id. at 1931–32; see also Kirtsaeng v. John Wiley & Sons, Inc., 136 S. Ct. 1979, 1986 (2016) (describing Halo as 
“[find ing] limits” by looking to the “large objectives of the relevant Act” even though the underlying statute 
provided “no explicit limit or condition”) (quoting Halo, 136 S. Ct. at 1931–32, and Independent Fed’n of Flight 
Attendants v. Zipes, 491 U.S. 754, 759 (1989)) (internal quotation marks omitted).

 80 136 S. Ct. at 1932.
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ever, the Court cautioned that enhanced damages need not flow from every finding of egregious conduct, if 
the district court in its discretion finds that enhanced damages are not appropriate.81 Finally, willfulness is 
measured by the accused infringer’s knowledge at the time of the accused infringement.82

Federal Circuit

WBIP, LLC v. Kohler Co.

Weighing in shortly after the decision in Halo, the Federal Circuit articulated its understanding of the impact 
of Halo in WBIP, LLC v. Kohler Co.83 In WBIP, the Federal Circuit indicated that Halo had “expressly rejected 
the notion that objective recklessness must be found in every case involving enhanced damages for willful 
infringement… and found that subjective bad faith alone may support an award of enhanced damages.”84 
The court further reiterated that even after Halo, knowledge continues to be a prerequisite to enhanced dam-
ages.85 The Federal Circuit then went on to state that it did “not interpret Halo as changing the established 
law that the factual components of the willfulness question should be resolved by the jury.”86 Ultimately, 
WBIP affirmed the district court’s decision to enhance damages by 50 percent based upon the record, noting 
that the district court retains jurisdiction to decide whether and to what extent to award damages even where 
a jury has found willfulness.87

WesternGeco L.L.C. v. ION Geophysical Corp.

Shortly after WBIP, the Federal Circuit again had occasion to analyze Halo in WesternGeco L.L.C. v. ION Geo-
physical Corp.88 In WesternGeco, the court considered what, if anything, remained of its Seagate- era analysis. 
Halo did not disturb the subjective prong of the Seagate test:

Halo did not disturb the substantive standard for the second prong of Seagate, subjective willfulness. 
Rather, Halo emphasized that subjective willfulness alone—i.e., proof that the defendant acted despite 
a risk of infringement that was “‘either known or so obvious that it should have been known to the 
accused infringer,’”… can support an award of enhanced damages. “The subjective willfulness of a pat-

 81 Id. at 1933.

 82 Id. 

 83 829 F.3d 1317, 1341 (Fed. Cir. 2016).

 84 Id. at 1340 (citing Halo, 136 S. Ct at 1932–33) (internal citations omitted).

 85 Id. at 1341 (citing Halo, 136 S. Ct. at 1932–33).

 86 Id. at 1341 & n.13 (citing Richardson v. Suzuki Motor Co., 868 F.2d 1226, 1250 (Fed. Cir. 1989) (“Willfulness of 
behavior is a classical jury question of intention.”); Halo, 769 F.3d at 1386 (O’Malley, J., concurring) (“[W]e have 
long held that a willfulness determination contains issues of fact that should be submitted to a jury.”)).

 87 WBIP, 829 F.3d at 1341–42 (internal citations omitted). Kohler’s argument was that there was insufficient evi-
dence in the record to support a finding that it had knowledge of WBIP’s patents; therefore, after determining 
that there was sufficient evidence, the Federal Circuit did not further evaluate the support for the district court’s 
enhancement decision. Id.  

 88 837 F.3d 1358, 1361–63 (Fed. Cir. 2016).
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ent infringer, intentional or knowing, may warrant enhanced damages, without regard to whether his 
infringement was objectively reckless.”89

With respect to the objective prong of Seagate, while the Federal Circuit recognized that the Supreme Court 
identified the principal problem with Seagate to be that “it requires a finding of objective recklessness in every 
case before district courts may award enhanced damages,”90 it concluded that “the objective reasonableness 
of the accused infringer’s positions can still be relevant for the district court to consider when exercising its 
discretion.”91 In reaching that conclusion, the Federal Circuit cited to Halo’s reliance on Octane Fitness, which 
held that a district court must consider “the totality of the circumstances” in determining whether to award 
attorneys’ fees and which further cited to Fogerty, a case decided under the Copyright Act and providing a 
nonexhaustive list of factors including “frivolousness, motivation, objective unreasonableness (both in the fac-
tual and legal components of the case) and the need in particular circumstances to advance considerations of 
compensation and deterrence.”92 Thus, the Federal Circuit held that Halo required, in short, district courts to 
exercise their discretion, “tak[ing] into account the particular circumstances of each case,” and considering all 
relevant factors in determining whether and to what extent to enhance damages.93

 89 Id. at 1362 (quoting Halo, 136 S. Ct. at 1930, 1933) (internal citations omitted). The Federal Circuit has subse-
quently cited this decision in affirming jury verdicts based upon willfulness instructions following the subjective 
prong of Seagate. See Arctic Cat Inc. v. Bombardier Rec. Prods., 876 F.3d 1350, 1371 (Fed. Cir. 2017) (finding no 
error where district court instructed jury that “Arctic Cat must prove by clear and convincing evidence that BRP 
actually knew or should have known that its actions constituted an unjustifiably high risk of infringement of a 
valid and enforceable patent”); WCM Indus., Inc. v. IPS Corp., No. 2016-2211, 2016-2268, 2018 U.S. App. Lexis 
2949, at *21 (Fed. Cir. Feb. 5, 2018) (“On appeal under the new Halo standard, we must determine whether the 
evidence, when viewed in the light most favorable to WCM, was sufficient to prove by a preponderance of the evi-
dence that IPS acted despite a risk of infringement that was either known or so obvious that it should have been 
known to IPS.”) (citing Arctic Cat, 876 F.3d at 1371). See also Exmark Mfg. Co. v. Briggs & Stratton Power Prods. 
Grp. LLC, 879 F.3d 1332, 1353 (Fed. Cir. 2017) (reversing a district court’s granting of summary judgment based 
upon objective reasonableness of defenses) (citing WBIP, 829 F.3d at 1340–41 & n.13).

 90 WesternGeco, 837 F.3d at 1362 (quoting Halo, 136 S. Ct. at 1932).

 91 Id. at 1363. See also PPC Broadband, Inc. v. Corning Optical Communs. RF, LLC, 193 F. Supp. 3d 133, 143 
(N.D.N.Y. 2016) (“Corning argues that a number of defenses preclude a finding of willful infringement. While 
such meritorious defenses no longer guarantee an alleged infringer can overcome a willfulness finding, they are 
nevertheless relevant to ‘the particular circumstances of [a] case in deciding whether to award damages, and in 
what amount.’”) (citations omitted)). 

 92 WesternGeco, 837 F.3d at 1363 (citing Halo, 136 S. Ct. at 1932; Octane Fitness, 134 S. Ct. at 1756) (internal cita-
tions omitted).

 93 Id. 
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Georgetown Rail Equip. Co. v. Holland L.P.

Following WBIP and WesternGeco L.L.C., the Federal Circuit did not again address the merits of a district 
court’s willfulness finding until August 2017 in the case of Georgetown Rail Equipment Co. v. Holland L.P.94 
In Georgetown Rail Equipment, the Federal Circuit upheld the district court’s findings of willfulness and the 
award of enhanced damages.95 With respect to willfulness, the Federal Circuit concluded that substantial evi-
dence supported the jury’s finding of subjective recklessness, including that the defendant was aware of the 
patent and believed that it infringed the patent.96

With respect to the award of enhanced damages, the Federal Circuit noted that district courts often, 
although not exclusively, utilized the Read factors in determining whether and how much to enhance dam-
ages following a finding of willfulness.97 The district court had found that factors 1, 2, and 5 supported 
enhancement, that factors 3, 4, and 7 slightly supported enhancement, and that factors 6, 8, and 9 were 
neutral; the district court found no factor to weigh against enhancement.98 After analyzing the factors, the 
district court had found treble damages to be unwarranted and had awarded an additional $1,000,000 (rather 
than the $4,500,00 that would have resulted from trebling).99 The Federal Circuit affirmed, concluding that 
the district court had not abused the discretion given to it by Section 284 and as informed by Halo.100

Presidio Components, Inc. v. Am. Tech. Ceramics Corp.

A few months after Georgetown Rail Equipment, the Federal Circuit considered a district court’s decision not 
to enhance damages.101 In Presidio Components, Inc. v. American Technical Ceramics Corp., the jury found 

 94 867 F.3d 1229 (Fed. Cir. 2017). Between WBIP and Georgetown Rail Equip., the Federal Circuit remanded a num-
ber of cases back to the district courts for determination of enhanced damages in light of Halo, including the 
Halo and Stryker cases. See Innovention Toys, LLC v. MGa Entm’t, Inc., 667 Fed. Appx. 992, 994 (Fed. Cir. 2016); 
Halo Elecs., Inc. v. Pulse Elecs., Inc., 831 F.3d 1369, 1381 (Fed. Cir. 2016); Stryker Corp. v. Zimmer, Inc., 837 F.3d 
1268, 1276 (Fed. Cir. 2016); Apple Inc. v. Samsung Elecs. Co., Ltd., 839 F.3d 1034, 1063 (Fed. Cir. 2016); Alfred E. 
Mann Found. for Sci. Research v. Cochlear Corp., 841 F.3d 1334, 1346 (Fed. Cir. 2016); Mentor Graphics Corp. v. 
EVE-USA, Inc., 851 F.3d 1275 (Fed. Cir. 2017).

 95 Georgetown Rail Equip., 867 F.3d at 1245–46.

 96 See id. at 1245.

 97 See id. at 1245–46.

 98 Id. 

 99 Id. at 1246.

 100 Id.; see also Arctic Cat, 876 F.3d at 1371–72 (affirming jury’s willfulness finding and district court’s treble dam-
ages following application of Read factors, where substantial evidence supported that “[de fend ant] knew about 
the patents before they issued, conducted only a cursory analysis of the patents, waited years before seeking 
advice of qualified and competent counsel, and unsuccessfully tried to buy the asserted patents through a third 
party”); WCM Indus., 2018 U.S. App. Lexis 2949, at *21–22 (finding district court did not err in refusing to grant 
judgment as a matter of law where there was sufficient evidence for the jury to conclude that the defendant knew 
of the patents, did not conduct an investigation, and had a “culture of copying”).

 101 Presidio Components, Inc. v. Am. Tech. Ceramics Corp., 875 F.3d 1369, 1382–83 (Fed. Cir. 2017).
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willful infringement, but the district court declined to award enhanced damages.102 The plaintiff appealed 
that denial, arguing that the district court had erred as a matter of law by not explicitly addressing the Read 
factors.103 The Federal Circuit concluded that district courts were not required to apply the Read factors, not-
ing that the Supreme Court in Halo did not require application of the Read factors in instructing that district 
courts should consider the overall circumstances of the case in deciding whether and to what extent to award 
enhanced damages.104 Rather, the Federal Circuit stated that the “Halo test merely requires the district court to 
consider the particular circumstances of the case to determine whether it is egregious.”105 Because the district 
court had done so in Presidio Components, the Federal Circuit found that it had not abused its discretion.106

Thus, based upon these cases, there are some themes through the Federal Circuit’s analysis of Halo. First, 
Halo did not disturb the subjective prong of the Seagate test, and the appropriate inquiry is “whether the evi-
dence, when viewed in the light most favorable to [the plaintiff], was sufficient to prove by a preponderance of 
the evidence that [the defendant] acted despite a risk of infringement that was either known or so obvious that 
it should have been known.”107 Second, there is a right to a jury trial on willfulness, which Halo did not abro-
gate.108 Third, in determining whether and how much to enhanced damages, application of the Read factors is 
not required,109 but may assist district courts,110 and the Federal Circuit will review the district court’s applica-
tion of either the Read factors or an evaluation of the totality of the circumstances for abuse of discretion.111

District Courts

The Court’s decision in Halo is still recent, and the Court “did not clearly articulate the appropriate standard 
to follow, except for advocating a trial judge’s discretion.”112 Moreover, as discussed supra, the Federal Cir-

 102 Id. at 1382.

 103 Id. 

 104 Id. 

 105 Id. at 1382–83 (quoting Halo, 136 S. Ct. at 1935).

 106 Id.; but see WCM Indus., 2018 U.S. App. Lexis 2949, at *25–30 (noting that the Read factors are not mandatory 
but “do assist the trial court in evaluating the degree of the infringer’s culpability and in determining whether 
to exercise its discretion to award enhanced damages at all, and if so, by how much the damages should be 
increased” and concluding that the district court, which had applied the Read factors, had abused its discretion 
in its application of the Read factors and remanding for the district court to reconsider consistent with the Fed-
eral Circuit’s opinion).

 107 WCM Indus., 2018 U.S. App. Lexis 2949, at *21.

 108 WBIP, 829 F.3d at 1341 & n.13 (citing Richardson, 868 F.2d at 1250 (“Willfulness of behavior is a classical jury 
question of intention.”); Halo, 769 F.3d at 1386 (O’Malley, J., concurring) (“[W]e have long held that a willfulness 
determination contains issues of fact that should be submitted to a jury.”)).

 109 Presidio Components, 875 F.3d at 1382–83; WCM Indus., 2018 U.S. App. Lexis 2949, at *25–26.

 110 Georgetown Rail Equip., 867 F.3d at 1245–46; WCM Indus., 2018 U.S. App. Lexis 2949, at *21.

 111 WCM Indus., 2018 U.S. App. Lexis 2949, at *24–30.

 112 Enplas Display Device Corp. v. Seoul Semiconductor Co., No. 13-cv-05038 NC, 2016 U.S. Dist. Lexis 105762, at 
*21 (N.D. Cal. Aug. 10, 2016); Simplivity Corp. v. Springpath, Inc., No. 4:15-13345-TSH, 2016 U.S. Dist. Lexis 
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cuit’s evaluation has been limited. However, some trends are beginning to become apparent in lower courts’ 
handling of willfulness and enhanced damages.

Cases Where the Court Declined to Enhance Damages

Most district courts consider the Read factors, although they recognize that they are not mandatory or 
exclusive.113 Unsurprisingly, an infringer’s subjective good faith belief in invalidity or non- infringement 
defenses—whether based upon internal investigation or a formal opinion of outside counsel—is often per-
suasive to courts in declining to enhance damages. For example, noting that “enhanced damages do not 
follow automatically from a finding of egregious conduct,” the District of Kansas declined to award enhanced 
damages to Sprint in a case against Time Warner Cable because Time Warner’s in house counsel had inves-
tigated the patents, Time Warner had not copied the patents or engaged in litigation misconduct, and the 
issues were close.114 The District of Massachusetts declined to award enhanced damages where defendant’s 
behavior was not “egregious” because it did not copy the patent, did not try to conceal its infringing prod-
uct, reasonably investigated the scope of the patent, and formed a good faith belief that its product did not 
infringe based upon its view of claim construction.115 An investigation by the infringer proved compelling 

155017, at *60 (D. Mass. July 15, 2016) (“Indeed, Halo—somewhat confoundingly—ennobles courts ‘to punish 
the full range of culpable behavior,’ while also ‘limiting the award of enhanced damages to egregious cases of 
misconduct beyond typical infringement.’”); Bobcar Media, LLC v. Aardvark Event Logistics, Inc., No. 16-CV-
885 (JPO), 2017 U.S. Dist. Lexis 1243, at *11 (S.D.N.Y. Jan. 4, 2017) (“In Halo, the Supreme Court rejected the Sea-
gate test in favor of something of an un-test….”).

 113 See, e.g., Trustees of Boston Univ. v. Everlight Elecs. Co., 212 F. Supp. 3d 254, 257 (D. Mass. 2016).

 114 Sprint Comms. Co. v. Time Warner Cable, Inc., No. 11-2686-JWL, 2017 U.S. Dist. Lexis 37191, at *37–46 (D. Kan. 
Mar. 14, 2017).

 115 Trustees of Boston Univ., 212 F. Supp. 3d at 258. See also Dorman Prods. v. PACCAR, Inc., 201 F. Supp. 3d 663, 
680–81 (E.D. Pa. Aug. 22, 2016) (granting summary judgment on plaintiff’s willful infringement claim because 
there was no evidence to support bad faith where defendant knew about the patents for less than a month before 
plaintiff filed suit, undertook an investigation of the patents during that time, and maintained invalidity and 
non- infringement defenses throughout the litigation); Greatbatch Ltd. v. AVX Corp., No. 13-723-LPS, 2016 U.S. 
Dist. Lexis 171939, at *9–15 (D. Del. Dec. 13, 2016) (granting summary judgment of no willful infringement where 
defendant had obtained opinions of counsel as to the validity and/or non- infringement of the asserted patents and 
sought to avoid infringement); Erfindergemeinschaft UroPep GbR v. Eli Lilly & Co., No. 2:15-CV-1202-WCB, 2017 
U.S. Dist. Lexis 75517, at *8–9 (E.D. Tex. May 18, 2017) (finding argument that it should not have granted JMOL on 
willfulness moot where it explained at trial that it would not enhance damages even with a willfulness finding be-
cause Read factors cut against an enhanced damages award—no copying, no litigation misconduct, no motivation 
to harm, no concealment, and reasonable arguments on invalidity); Finjan, Inc. v. Blue Coat Sys., No. 13-cv-03999-
BLF, 2016 U.S. Dist. Lexis 93267, at *26–53 (N.D. Cal. Jul. 18, 2016) (denying enhanced damages because the con-
duct did not satisfy the “useful guideposts” in Read, as the court found none of the Read factors to weigh in favor 
of enhancement—noting that defendant did not copy, had reasonable good faith non- infringement and invalidity 
defenses, did not engage in litigation misconduct); Radware, Ltd. v. F5 Networks, Inc., No. 5:13-cv-02024-RMW, 
2016 U.S. Dist. Lexis 112504, at *8–28 (N.D. Cal. Aug. 22, 2016) (finding that there was insufficient evidence to es-
tablish willfulness even under a preponderance of the evidence standard where there was little to no evidence that 
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to the district court in the remand of Halo itself, in which the court declined to award enhanced damages 
despite a finding of subjective willfulness because the defendant subjectively believed the patent invalid and 
the products non- infringing, obtained legal opinions on invalidity and non- infringement, and conducted 
an internal investigation.116 Even mere failure of the patent owner to prove that an infringer did not conduct 
a reasonable investigation of the patent, without evidence from the infringer that it did, can be sufficient to 
justify a refusal to award enhanced damages.117

Although an infringer’s subjective belief in non- infringement or invalidity is compelling, it is not always 
decisive. Courts can and do find that enhanced damages are not warranted even where the infringer knew of 
the patent and undertook no investigation of its activity at the time it began infringing.118 In Milwaukee Elec-
tric Tool Corp. v. Snap-On, Inc., the district court declined to enhance damages, even where application of 
Read factors would have supported the exercise of its discretion to do so, where the worst that could be said 
of Snap-On was that it did not sufficiently research whether it needed to take a license.119 Rather, Snap-On 
conducted only a cursory review and did not include a prior art search.120 Nonetheless, the court concluded 
that Snap-On was not a “pirate” simply based upon its defeat at trial and was outside the types of activity that 
other courts found to warrant enhance damages—that of “infringers of the most nefarious sort, who accuse 
the patentee of criminal conduct, secretly try to buy the asserted patents, advance frivolous defenses, or 
falsely represent the facts.”121

Courts also appear to be swayed by the size of compensatory damage awards. Thus, the District of Mas-
sachusetts declined to award enhanced damages despite upholding the jury’s willfulness finding because the 

defendant knew of the patents and that enhanced damages would be inappropriate under an analysis of the Read 
factors in any case).

 116 Halo Elecs., Inc. v. Pulse Elecs., Inc., No. 2:07-cv-00331-APG-PAL, 2017 U.S. Dist. Lexis 143737, at *12–18 (D. Nev. 
Sept. 6, 2017).

 117 Adrea v. Barnes & Noble, Inc., 227 F. Supp. 3d 303, 311–13 (S.D.N.Y. 2017) (finding that defendant’s conduct 
was not willful and therefore declining to enhance damages after an analysis of the Read factors indicated that 
defendant did not copy the patent, not conceal its infringement, or lack a reasonable basis for its positions, not-
ing that plaintiff had failed to prove by a preponderance of the evidence that the defendant did not conduct a 
meaningful investigation).

 118 Power Integrations, Inc. v. Fairchild Semiconductor Int’l, Inc., No. 09-cv-05235, 2017 U.S. Dist. Lexis 5561, at *15 
(N.D. Cal. Jan. 13, 2017) (no enhanced damages where only second and sixth Read factors weighed in favor and 
there was no egregious conduct); St. Lawrence Communs. LLC v. Motorola Mobility LLC, No. 2:15-CV-351-JRG, 
2017 U.S. Dist. Lexis 205522, at *4–6 (E.D. Tex. Dec. 8, 2017) (declining to enhance damages after considering 
Read factors because case was not egregious, no copying, infringement was based upon Qualcomm chips, not 
Motorola technology, no intent to harm).

 119 No. 14-CV-1296-JPS, 2017 U.S. Dist. Lexis 212980, at *51–65 (E.D. Wis. Dec. 29, 2017).

 120 Id. at *54.

 121 Id. at *65 (citing SRI Int’l, Inc. v. Cisco Sys., Inc., 254 F. Supp. 3d 680, 723–24 (D. Del. 2017); Imperium IP Hold-
ings (Cayman), Ltd. v. Samsung Elecs. Co., Ltd., 203 F. Supp. 3d 755, 764 (E.D. Tex. 2016); Arctic Cat Inc. v. Bom-
bardier Recreational Prods., Inc., 198 F. Supp. 3d 1343, 1343 (S.D. Fla. 2016).
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defendant’s conduct was not “egregious” and the jury’s award was at the high end of damages sought.122 The 
Northern District of California declined to enhance damages despite a jury finding of willfulness because 
application of the Read factors did not establish that defendant’s conduct was “egregious,” even though 
the defendant did not investigate the likelihood of infringement, and the jury had awarded the maximum 
amount of damages requested by the patent owner.123 Such a consideration can weigh against enhancing 
damages even where a court agrees that a defendant’s conduct is egregious. In Idenix Pharmaceuticals LLC v. 
Gilead Sciences, Inc., the court agreed with plaintiff that defendant’s conduct was egregious, but it concluded 
that application of the Read factors weighed against enhancement.124 Although defendant had copied the 
invention and attempted to conceal its conduct, it had a good faith belief in its non- infringement defense, did 
not engage in litigation misconduct, and presented a close case.125 Moreover, the court noted that the infring-
ing conduct was a cure for a potentially fatal disease and that the jury’s award was the “largest damages ver-
dict ever returned in a patent trial.”126 Concluding that an enhanced damages award would act as a deterrent 
to innovation, the court noted that without the contributions of both plaintiff and defendant, “humanity may 
well have been deprived of a cure for HCV.”127 Thus, the court relied upon Halo’s reflection that “patent law 
reflects a careful balance between the need to promote innovation through patent protection, and the impor-
tance of facilitating the imitation and refinement through imitation that are necessary to invention itself and 
the very lifeblood of a competitive economy.”128

Likewise, in Sociedad Espanola de Electromedicina y Calidad, the district court, noting “the touchstone 
for awarding enhanced damages after Halo is egregiousness,” declined to enhance damages.129 The court 
cited evidence of defendants’ reasonable investigation and good faith determination of non- infringement 
and invalidity, noting that the head engineer who had conducted the investigation reached the same conclu-
sion as the district court in its summary judgment decision (although that decision had been overturned on 
appeal).130 The defendants had altered the design of the product and continued to advance legitimate defenses 

 122 Brigham & Women’s Hosp. Inc. v. Perrigo Co., 251 F. Supp. 3d 285, 293 (D. Mass. 2017) (upholding the jury’s will-
fulness finding but declining to award enhanced damages because the defendant’s conduct was not “egregious” 
and the jury’s award was at the high end of damages sought) (citing Sociedad Espanola de Electromedcina y Cal-
idad, S.A. v. Blue Ridge X-Ray Co., Inc., 226 F. Supp. 3d 520, 532–33 (W.D.N.C. 2016); Halo, 136 S. Ct. at 1932; Trs. 
of Boston Univ., 212 F. Supp. 3d at 257–58; Enplas Display Device Corp., 2016 U.S. Dist. Lexis 105762, at *8).

 123 Enplas Display Device Corp., 2016 U.S. Dist. Lexis 105762, at *21–26.

 124 271 F. Supp. 3d 694, 696–704 (D. Del. 2017).

 125 Id. at 699–703.

 126 Id. at 703.

 127 Id. at 704.

 128 Id. (quoting Halo, 136 S. Ct. at 1935).

 129 Sociedad Espanola de Electromedicina y Calidad, 226 F. Supp. 3d at 531–32 (citing Trustees of Boston Univ., 212 
F. Supp. 3d at 257–58).

 130 Id. 
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after remand.131 Finally, the court noted that the jury’s verdict was high—almost three times what the plain-
tiff had requested.132

Decisions sometimes hint at reliance on objective reasonableness of defenses in declining to award 
enhanced damages. Thus, in granting summary judgment on willfulness, the District of Massachusetts cited 
to a jury verdict on induced and contributory infringement, which the Federal Circuit affirmed after describ-
ing defendant’s belief in its non- infringement as “reasonable” in the context of the indirect infringement 
analysis.133 The Eastern District of Texas, citing to the Federal Circuit’s WesternGeco decision, concluded that 
objective recklessness was still an appropriate consideration in evaluating the particular circumstances of a 
given case and declined to enhance damages where there was no dispute that a reasonable entity in defen-
dant’s could have concluded that it did not infringe.134

Finally, venue appears to matter. Although a limited sample size is available, several districts that have 
considered a number of post-Halo willfulness/enhanced damages cases appear reluctant to enhance, even 
where there is a finding of willfulness, including the Eastern District of Texas,135 the Northern District of Cal-
ifornia,136 and the District of Delaware.137

Cases Where the Court Enhanced Damages

Even where courts enhance damages, trebling is fairly rare and reserved for the most egregious cases. Thus, 
courts have enhanced damages at nominal amounts of 20–50 percent where the defendant’s “egregiousness” 
fell lower on the spectrum. The court in Apple Inc. v. Samsung Electronics Co. enhanced by 30 percent where 
Samsung’s remedial action, shorter duration of misconduct, litigation behavior, and the closeness of the case 

 131 Id. 

 132 Id. at 533 (citing Enplas Display Device Corp., 2016 U.S. Dist. Lexis 105762, at *8 (declining to award enhanced 
damages where plaintiff was “awarded the maximum amount… sought” and “recovered the full value of its 
requested relief”)).

 133 Koninklijke Philips N.V. v. Zoll Med. Corp., 257 F. Supp. 3d 159, 162–63 (D. Mass. 2017) (citing Koninklijke 
Philips N.V. v. Zoll Med. Corp., 656 Fed. Appx. 504, 523 (Fed. Cir. 2016)).

 134 Convolve, Inc. v. Dell Inc., No. 2:08-CV-244-RSP, 2017 U.S. Dist. Lexis 87199, at *16–17 (E.D. Tex. June 7, 2017) 
(citing WesternGeco, 837 F.3d at 1363; Halo, 136 S. Ct. at 1933 (“Enhanced damages [need not always] follow a 
finding of egregious misconduct. As with any exercise of discretion, courts should continue to take into account 
the particular circumstances of each case in deciding whether to award damages, and in what amount.”)).

 135 See Erfindergemeinschaft UroPep, 2017 U.S. Dist. Lexis 75517, at *8–9 (no enhancement); Convolve, 2017 U.S. 
Dist. Lexis 87199, at *16–17 (no enhancement); St. Lawrence Communs., 2017 U.S. Dist. Lexis 205522, at *4–6 
(no enhancement); Barry v. Medtronic, Inc., 250 F. Supp. 3d 107, 111–19 (E.D. Tex. 2017) (enhancement of only 20 
percent); but cf. Imperium IP Holdings, 203 F. Supp. 3d at 763–64 (trebling damages).

 136 Power Integrations, 2017 U.S. Dist. Lexis 5561, at *10–15 (no enhancement); Finjan, 2016 U.S. Dist. Lexis 93267, 
at *26–53 (no enhancement); Enplas Display Device Corp., 2016 U.S. Dist. Lexis 105762, at *21–26 (no enhance-
ment); Radware, 2016 U.S. Dist. Lexis 1125–4, at *8–28 (no enhancement); Apple Inc. v. Samsung Elecs. Co., 258 
F. Supp. 3d 1013, 1030–36 (N.D. Cal. 2017) (enhancement of only 30 percent).

 137 Greatbatch, 2016 U.S. Dist. Lexis 171939, at *9–15 (no enhancement); Idenix Pharms., 271 F. Supp. 3d at 696–704 
(no enhancement); but cf. SRI Int’l, Inc., 254 F. Supp. 3d at 723–24 (doubling damages).
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mitigated against enhancement.138 In Wright v. E- Systems, LLC, the court enhanced by only 50 percent where 
the defendants copied, had no reason to believe the patents were invalid, and made no appearance in the 
litigation, but made some investigation and/or left the market.139 And, in Barry v. Medtronic, the Eastern Dis-
trict of Texas enhanced damages by 20 percent because defendant did not engage in litigation misconduct, 
did not conceal misconduct, and presented invalidity positions that were reasonable, even where defendant 
copied, failed to investigate or form a good faith belief in invalidity prior to trial, was very large, took no 
remedial action, and was motivated to harm plaintiff.140

Trebling damages remains fairly rare and generally reserved for the most egregious cases—those with 
evidence of copying, failure to investigate, covert attempts to purchase the patents, litigation misconduct, and 
lack of a good faith belief in defenses.141 Thus, for example, on remand from the Supreme Court and Federal 

 138 258 F. Supp. 3d at 1030–36.

 139 No. 3:12-CV-4715-K-BK, 2016 U.S. Dist. Lexis 182155, at *11–14 (N.D. Tex. Dec. 20, 2016).

 140 250 F. Supp. 3d at 111–19. See also PPC Broadband, Inc. v. Corning Optical Communs. RF, LLC, No. 5:11-cv-761 
(GLS/DEP), 2016 U.S. Dist. Lexis 152450, at *15–27 (N.D.N.Y. Nov. 3, 2016) (applying the Read factors in award-
ing double damages where the defendant copied the patents, lacked a good faith basis for its noninfringement 
defense, and concealed its infringement, making its conduct egregious); Dominion Res. Inc. v. Alstom Grid, 
Inc., No. 15-224, 2016 U.S. Dist. Lexis 136728, at *53–70 (E.D. Pa. Oct. 3, 2016) (upholding jury’s verdict of willful 
infringement and doubling damages following analysis of Read factors where defendant had means and oppor-
tunity to copy, did not conduct a proper review of the patents, did not take full remedial action, showed a moti-
vation to harm in trying to gain a competitive advantage, and attempted to conceal is misconduct); SRI Int’l, 254 
F. Supp. 3d at 723–24 (doubling damages after applying the “obligatory” Read factors based upon defendant’s 
litigation conduct, status as the world’s largest networking company, disdain for plaintiff and its business, and 
loss on all issues at summary judgment); Cobalt Boats, LLC v. Brunswick Corp., No. 2:15cv21, 2017 U.S. Dist. 
Lexis 181820, at 13 (E.D. Va. Oct. 31, 2017) (applying Read factors to enhance damages to 1.5 times compensatory 
damages where six weighed in favor of enhancement—defendant copied, declined to waive privilege and provide 
evidence of an opinion to support a good faith belief that it did not infringe, engaged in litigation misconduct, 
expanded use of the infringing step during the litigation, delayed in taking remedial action, and was motivated 
to harm—and three were neutral).

 141 Imperium IP Holdings, 203 F. Supp. 3d at 763–64 (loosely applying Read factors and enhanced damages of tre-
ble compensatory appropriate where defendants’ copied, knew about the patents and did not investigate, used a 
patent broker to try to purchase, engaged in litigation misconduct); Innovention Toys, LLC v. MGA Entm’t, No. 
07-6510, 2017 U.S. Dist. Lexis 180488, at *5–10 (E.D. La. Mar. 8, 2017) (trebling damages where all Read factors 
but concealment of infringement weighed in favor of enhancement, specifically noting that defendant failed 
to present evidence of a good faith belief on invalidity, copied, and engaged in litigation misconduct); Polara 
Eng’g, Inc. v. Campbell Co., 237 F. Supp. 3d 956, 991–94 (C.D. Cal. 2017) (enhancing damages by two and a half 
times where five Read factors—deliberate copying, lack of good-faith belief in non- infringement or invalidity, 
duration of infringement, lack of remedial action, and motivation for harm—weighed in favor of enhancement); 
Genes Indus. v. Custom Blinds & Components, Inc., No. SACV 15-0476 AG (Ex), 2018 U.S. Dist. Lexis 21879, at 
*9–18 (C.D. Cal. Jan. 29, 2018) (trebling damages where eight of nine Read factors supported enhancement and 
where defendant had failed to adequately support its arguments to the contrary and that failure “evince[d] a 
lack of respect for Plaintiff’s patent rights and the litigation process”); Omega Patents, LLC v. CalAmp Corp., No. 
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Circuit, the district court in Stryker Corp. v. Zimmer, Inc. concluded that its prior decision enhancing dam-
ages was still supported by law.142 Reapplying the Read factors, and finding they all favored enhancement, the 
court trebled damages.143 The court concluded:

While perhaps more egregious cases exist, the test is not whether this case is the worst possible that 
can be imagined. Zimmer’s conduct was more egregious than most, and Zimmer is precisely the type 
of egregious infringer the Supreme Court had in mind when it relaxed the Seagate standard to provide 
district courts with the freedom to exercise their discretion to enhance damages in cases of willful 
infringement.144

Conclusion
The trajectory of decisions post- Octane Fitness, Highmark, and Halo indicates that district courts are inclined 
to exercise their discretion according to the totality of the circumstances, as intended by the Supreme Court. 
As a result, parties and litigators should be prepared for more fluidity in determinations of enhanced dam-
ages, along with more variation in decisions between courts. It appears from the post- Octane Fitness and 
Highmark trend that attorneys’ fees will be more readily available to those with a reasonable basis to request 
them. However, the post-Halo trend reflects a reluctance to enhance damages in all but the most egregious 
of cases and notes the importance of a good faith belief in invalidity and/or non- infringement, developed 
after investigation.
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6:13-cv-1950-Orl-40DCI, 2017 U.S. Dist. Lexis 55846, at *8–26 (M.D. Fla. Apr. 6, 2017) (trebling damages where 
application of Read factors revealed no written opinion of counsel, no close case, no good faith belief of non- 
infringement or invalidity, duration of misconduct, and motivation to harm).

 142 No. 1:10-CV-1223, 2017 U.S. Dist. Lexis 162440, at *6–17 (W.D. Mich. July 12, 2017).

 143 Id. 

 144 Id. at *16 (citing Halo, 136 S. Ct. at 1933–34).
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The Impact of eBay v. 
MercExchange: Patent Injunctions

By William H. Oldach III

A jury has returned a verdict finding that your client has infringed a plaintiff’s patent and has awarded 
the plaintiff several million dollars in damages. Now the plaintiff has moved the Court for a permanent 

injunction against your client, halting the sale of an important product, or preventing the practice of a key 
manufacturing process. Aside from the question of a stay pending appeal, will you be able to convince the 
Court that it should not issue the injunction and that it should instead limit plaintiff to a damages recovery?

As most IP litigators are aware, ten years ago the Supreme Court held in eBay, Inc. v. MercExchange, 
L.L.C., that permanent injunctions should not routinely be entered in patent cases, but rather that courts 
should apply the four- factor test historically used by courts of equity to determine whether an injunction is 
warranted.1 That test requires a plaintiff to demonstrate:

(1) that it has suffered an irreparable injury; (2) that remedies available at law, such as monetary 
damages, are inadequate to compensate for that injury; (3) that, considering the balance of hardships 
between the plaintiff and defendant, a remedy in equity is warranted; and (4) that the public interest 
would not be disserved by a permanent injunction.2

While it appears to be the case that this ruling reduced the frequency of permanent injunctions in patent cas-
es,3 such injunctions remain common in most patent cases, and defense attorneys should study the various 
rulings in the eBay case and its progeny to give their clients the best opportunity to prevent plaintiffs from 
meeting the four-part test. Those rulings and resulting principles will be addressed herein.

The Statutory Framework and Federal Circuit Doctrine
The oft-cited “right to exclude” encapsulated within patent law derives from Section 154 of the Patent Act, 
which provides:

 1 547 U.S. 388 (2006).

 2 Id. at 391 (citing Weinberger v. Romero- Barcelo, 456 U.S. 305, 311–13 (1982); Amoco Production Co. v. Gambell, 
480 U.S. 531, 542 (1987)).

 3 See, e.g., Kirti Gupta & Jay P. Kesan, Studying the Impact of eBay on Injunctive Relief in Patent Cases (Hoover 
Institution Working Grp. on Intellectual Prop., Innovation, and Prosperity, Stanford Univ., Working Paper 
Series, Paper No. 17004, 2017), https://issuu.com/hooverip2/docs/ip2-wp17004-paper.

PART I: PATENTS

https://issuu.com/hooverip2/docs/ip2-wp17004-paper
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Every patent shall contain a short title of the invention and a grant to the patentee, his heirs or assigns, 
of the right to exclude others from making, using, offering for sale, or selling the invention throughout 
the United States or importing the invention into the United States….4

Section 261 states that patents have the attributes of personal property.5 Section 271(a) provides that, “who-
ever, without authority makes uses, offers to sell, or sells any patented invention, within the United States, or 
imports into the United States any patented invention, during the term of the patent therefor, infringes the 
patent.”6 In addition, Section 283 then provides that courts “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.”7 Accordingly, the patent statute does not expressly state that injunctions should be issued on any 
terms other than those traditionally used to evaluate equitable remedies.

The Federal Circuit was established under the “Federal Courts Improvement Act of 1982,”8 which gave 
the newly created court exclusive appellate jurisdiction over appeals pertaining, inter alia, to patent cases.9 
The court wasted no time in making its presence felt in many areas of patent litigation law, including with 
respect to injunctive relief. Thus, in one of the court’s first opinions dealing with injunctions, Smith Inter-
national, Inc. v. Hughes Tool Co., the court reversed a district judge’s denial of an injunction to a successful 
patent infringement claimant.10 In fact, the denial in Smith International was a denial of a motion for a pre-
liminary injunction.11

The record in the Smith International case was susceptible to such an overreaching statement by the Fed-
eral Circuit. In that case, which commenced in 1972, Smith filed for a declaratory judgment against Hughes, 
seeking an opinion that Smith was not infringing a Hughes patent covering certain rock bits used in earth 
boring tools on the basis that the patent was invalid.12 Hughes counterclaimed, alleging infringement of both 
the patent at issue in the declaratory judgment action and a second patent.13 Smith’s belief in the invalidity of 
the patents in suit was evidently so great that Smith admitted in its answer to Hughes’s counterclaim that “it 
has manufactured and sold… devices coming within the terms of certain of the claims of [the patents in suit] 
but denies that it is infringing any of defendant’s rights because said patents are invalid and therefore inca-
pable of infringement.”14 A later pre-trial conference order confirmed Smith’s admission of patent coverage.15 
The district court held that the patents were invalid, but the Court of Appeals for the Ninth Circuit (before 

 4 35 U.S.C. §154(a)(1) (2013) (emphasis added).

 5 Id. at §261.

 6 Id. at §271(a).

 7 Id. at §283 (emphasis added).

 8 96 Stat. 25 (1982).

 9 28 U.S.C. §1295(a)(1) (2011).

 10 718 F.2d 1573, 1575 (Fed. Cir. 1983).

 11 Id. 

 12 Id. at 1576.

 13 Id. 

 14 Id. 

 15 Id. 
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the Federal Circuit assumed exclusive appellate jurisdiction) reversed and held the patents valid.16 Thus, the 
case returned to the district court for further proceedings, including an accounting, but with validity and 
infringement established.17 The district court, however, denied Hughes’s motion for a preliminary injunction, 
and Hughes appealed that order.18 (Since validity and infringement were established, however, the injunctive 
relief was in essence no longer preliminary in nature.)

Although quoting Section 283’s conditional language, the Federal Circuit panel evinced an intent to read 
the power to grant injunctions broadly, stating: “Without this injunctive power of the courts, the right to 
exclude granted by the patent would be diminished, and the express purpose of the Constitution and Con-
gress, to promote the progress of the useful arts, would be seriously undermined.”19 The court noted that a 
somewhat stricter rule was often utilized in preliminary injunction cases; however, the court pointed out that 
where the right to an injunction had been shown, “is it not open to the trial court to deny the remedy.”20

Given that infringement and validity had been shown, the court turned to the issue of irreparable harm. 
The court gave barely a nod to any factors particular to the case at hand, stating only that “[t]he very nature 
of the patent right is the right to exclude others…. We hold that where validity and continuing infringement 
have been clearly established… immediate irreparable harm is presumed.”21 The Federal Circuit thus, early 
in its existence, essentially did away with the second prong of the traditional four-part test.

By 1988, the presumption that an injunction would issue where the patent owner had established 
infringement had taken firm hold in the Federal Circuit. Thus, for example, in W.L. Gore Associates, Inc. v. 
Garlock, Inc.,22 the court stated, “[A]n injunction should issue once infringement has been established unless 
there is a sufficient reason for denying it.”23 In the Gore case, the district court had declined to enjoin the 
defendant from making and selling one of its accused products on the ground that it was no longer doing so 
in any event.24 The Federal Circuit, however, held that the district court had abused its discretion in denying 
that aspect of the injunction and ordered it to enter an appropriate injunction.25 Just a few years later, in Rich-
ardson v. Suzuki Motor Co.,26 the Federal Circuit stated that once infringement has been found, “it is contrary 
to the laws of property, of which the patent law partakes, to deny the patentee’s right to exclude others from 
use of his property.”27

 16 Id. 

 17 Id. 

 18 Id. at 1577.

 19 Id. at 1577–78.

 20 Id. at 1579.

 21 Id. at 1581.

 22 842 F.2d 1275 (Fed. Cir. 1988).

 23 Id. at 1281 (citing, e.g., Windsurfing Int’l, Inc. v. AMF, Inc., 782 F.2d 995, 1003 (Fed. Cir. 1986)).

 24 Id. 

 25 Id. at 1284.

 26 868 F.2d 1226 (Fed. Cir. 1989).

 27 Id.at 1246–47.



54   Remedies in Intellectual Property Cases   Patents: Patent Injunctions

Ebay v. Mercexchange Case

The First District Court Opinion

It is against this context of Federal Circuit obeisance to the concept of essentially mandatory injunction that 
the eBay v. MercExchange case arose, as part of a wave of litigation brought by non- practicing entities (NPEs) 
against market participants, holding the threat of injunctive relief over defendants’ heads in order to extract 
nuisance settlements to resolve assertions that defendants were infringing patents of questionable validity.28 
The first opinion in the eBay case that addressed the issue of a permanent injunction arose in the context of 
the district court’s ruling on multiple post-trial motions.29 In the underlying case, MercExchange sued eBay 
and its subsidiary Half.com for infringement of two patents claiming methods for facilitating the sale of 
goods between two parties by increasing trust using a central authority, and the patents were found valid and 
infringed.30 While defendants filed various motions regarding the validity and infringement of the patents, 
and the admissibility of certain expert testimony, MercExchange filed a motion for entry of a permanent 
injunction.31

In addressing plaintiff’s motion, United States District Judge Jerome Friedman cited to the two strains 
of authority governing the entry of permanent injunction, noting not only that “the grant of injunctive relief 
is considered the norm,”32 but also that the issuance of an injunction is “not automatic.”33 The court further 
noted that the right to exclude is the essence of property34 but observed that the traditional four- factor test 
should govern the issuance of injunctive relief.35

In applying the four-part test, Judge Friedman first evaluated whether MercExchange would suffer 
irreparable harm in the absence of an injunction.36 Judge Friedman cited Odetics for the principle that when 
validity and continuing infringement have been established, “immediate irreparable harm is presumed.”37 
However, Judge Friedman cautioned that the presumption of irreparable harm was rebuttable.38 Factors 
leading to such rebuttal may include whether the infringer has ceased the infringing activity, whether the 
patentee licenses its technology, and whether the patentee delayed in bringing the lawsuit (though ostensibly, 
not so long as to give rise to a then- existing laches defense.)39 Applying those factors to the case, Judge Fried-

 28 See, e.g., eBay, 547 U.S. at 396 (Kennedy, J., concurring).

 29 MercExchange, L.L.C. v. eBay, Inc., 275 F. Supp. 2d 695 (E.D. Va. 2003).

 30 Id. at 698.

 31 Id. at 710–11.

 32 Id. at 711 (citing W.L. Gore, 842 F.2d at 1281).

 33 Id. (citing Odetics, Inc. v. Storage Tech Corp., 14 F. Supp. 2d 785, 788 (E.D. Va. 1998), aff’d, 185 F.3d 1259 (Fed. 
Cir. 1999)).

 34 Id. (citing Richardson, 868 F.2d at 1246–47).

 35 Id. (citing Odetics, 14 F. Supp. 2d at 794).

 36 Id. at 711–12.

 37 Id. at 711 (citing Odetics, 14 F. Supp. 2d at 794 (additional citations omitted)).

 38 Id. at 712.

 39 Id. 
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man found that MercExchange’s lack of activity covered by the patent, and its history of licensing, adequately 
rebutted the presumption of harm and weighed against entry of an injunction.40

Judge Friedman next examined the second factor of whether MercExchange had an adequate remedy at 
law.41 Relying again on MercExchange’s willingness to license its patented technology, Judge Friedman found 
that this factor also weighed against an injunction.42

In evaluating the third factor, the public interest, Judge Friedman noted that there are certain instances, 
such as where the defendant uses infringing product for medical purposes, in which an injunction would not 
be warranted.43 MercExchange argued therefore that since the situation at hand did not involve such seri-
ous concerns, the third factor should weigh in favor of an injunction.44 Defendants in response argued that 
the then- recent surge in “business method” patents, when asserted by patentees who do not practice them, 
together weighed against an injunction.45 Taking these arguments together, the judge held that the third fac-
tor was neutral.46

Evaluating the final factor, the balance of the hardships, the court held that the balance tipped slightly in 
the defendants’ favor.47 In making this finding, the court noted first that, inasmuch as plaintiff existed solely 
to exploit the patents but not to practice them, damages could generally compensate for any harm.48 Judge 
Friedman also found that, due to the contentious nature of the litigation to that point, if an injunction were 
to be entered there would likely be numerous disputes regarding defendants’ efforts to design around the pat-
ent, thus wasting both the parties’ and the court’s resources; whereas, if defendants infringed post- judgment, 
the court could award enhanced damages for willfulness.49 Taking this factor, and all factors into account, 
the court therefore denied plaintiff a permanent injunction.50

The Federal Circuit Opinion

Both sides appealed Judge Friedman’s rulings on various grounds, including MercExchange appealing Judge 
Friedman’s denial of its motion for permanent injunction.51 The Federal Circuit panel of Chief Judge Michel 
and Judges Clevenger and Bryson made short work of this portion of the appeal.52 Writing for the panel and 

 40 Id. 

 41 Id. at 712–13.

 42 Id. at 713 (citing High Tech Med. Instr., Inc. v. New Image Indus., Inc., 49 F.3d 1551, 1557 (Fed. Cir. 1995)).

 43 Id. 

 44 Id. 

 45 Id. at 713–14.

 46 Id. at 714.

 47 Id. at 715.

 48 Id. at 714.

 49 Id. 

 50 Id. at 715.

 51 MercExchange, LLC v. eBay, Inc., 401 F.3d 1323, 1326 (Fed. Cir. 2005).

 52 Id. at 1338–39.
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without any reference to the four-part test, Judge Bryson reiterated the general rule that an injunction should 
issue if the patent owner prevails on infringement and validity53 and described occasions where courts 
should deny injunctions as “rare instances,” such as where the patentee has refused to practice a patent that 
would protect public health.54

The panel held that Judge Friedman had not provided “any persuasive reason to believe this case suffi-
ciently exceptional to justify the denial of a permanent injunction,”55 finding that the district court’s reference 
to the general concern over business patents was an insufficient public need to justify the “unusual step” of 
denying an injunction.56

The panel also took issue with Judge Friedman’s focus on MercExchange’s willingness to license the pat-
ents, stating that this factor should not deprive MercExchange of “the right to an injunction to which it would 
otherwise be entitled.”57 Going on, the panel stated that “[i]f the injunction gives the patentee additional 
leverage in licensing, that is a natural consequence of the right to exclude and not an inappropriate reward.”58 
Thus, the panel reversed Judge Friedman’s denial of the permanent injunction.59

The Supreme Court Ruling

When the case reached the Supreme Court the following year, the only issue was the injunction.60 Writing 
for a unanimous Court, Judge Thomas held plainly that the traditional four- factor test for injunctive relief 
must apply to patent cases.61 In rejecting the Federal Circuit rule that injunctions should apply as a matter 
of course, the Court noted that merely because the Patent Act grants a right to exclude others from making, 
using, offering for sale, or selling the invention, the remedy for a breach of that right does not necessarily 
include an injunction—in other words, specific enforcement of that right.62 Instead, Section 283 of the Act 
provides that injunctive relief “may” issue, “in accordance with the principles of equity.”63

Having set forth the standard employed by the district court, the Supreme Court nonetheless held that 
Judge Friedman’s ruling “appeared to adopt certain expansive principles suggesting that injunctive relief 
could not issue in a broad swath of cases,” such as its reliance of plaintiff’s willingness to license its patents.64 
The Court noted the example of university researchers or self-made inventors as the type of plaintiff that 

 53 Id. at 1338 (citing Richardson, 868 F.2d at 1246–47).

 54 Id. (citing Rite Hite Corp. v. Kelley, Inc., 56 F.3d 1538, 1547 (Fed. Cir. 1995)).

 55 Id. at 1339 (emphasis added).

 56 Id. 

 57 Id. 

 58 Id. 

 59 Id. 

 60 eBay, 547 U.S. at 390.

 61 Id. at 391–92.

 62 Id. at 392.

 63 Id. 

 64 Id. at 393.
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might not commercialize their inventions but nonetheless might be able to satisfy the four-part test.65 The 
Court further held, however, that the Federal Circuit erred in relying on the “general rule” that injunctions 
should issue in such cases and thus vacated the Federal Circuit’s judgment and remanded the case.66 Thus, 
the Court vacated and remanded the case for application of the four- factor test by the district court, taking 
“no position on whether permanent injunctive relief should or should not issue in this particular case.”67

In addition to the majority opinion, there were two concurrences. Justice Roberts, joined by Justices 
Scalia and Ginsburg, wrote to further emphasis the long history of granting injunctions in “the vast majority 
of patent cases” once the patent owner has established infringement.68 Justice Kennedy, joined by Justices Ste-
vens, Souter, and Breyer, wrote to observe that the Court’s ruling and the history of patent injunctions must 
be considered in light of the changing landscape of patent infringement litigation, particularly given the rise 
of NPEs.69 Thus, Justice Kennedy noted that NPEs might use an injunction as “a bargaining tool to charge 
exorbitant fees to companies that seek to buy licenses to practice the patent.”70 Justice Kennedy’s concurrence 
also noted that situations where the patented invention is only a small component of the accused product or 
where the patent covers a business method may result in an inability of plaintiff’s to prove that the lack of 
adequate remedy at law or that an injunction serves the public interest.71

The Post-Supreme Court History

The case in 2007 ultimately landed back with Judge Friedman, who issued a lengthy opinion exhaustively 
examining the four parts of the traditional test and ultimately once again denied MercExchange the injunc-
tion it sought.72 Specifically, Judge Friedman concluded that MercExchange could not demonstrate irrepa-
rable harm, that MercExchange had an adequate remedy at law, and that the balance of hardships favored 
neither party.73 Several months thereafter, in perhaps a fitting denouement to the dispute, eBay purchased the 
patents in question from MercExchange to settle the matter.74

 65 Id. 

 66 Id. at 393–94.

 67 Id. at 394.

 68 Id. at 394–95 (Roberts, J., concurring).

 69 Id. at 395–97 (Kennedy, J., concurring).

 70 Id. at 396.

 71 Id. at 396–97.

 72 MercExchange, LLC v. eBay, Inc., 500 F. Supp. 2d 556, 591 (E.D. Va. 2007).

 73 Id. at 569–91.

 74 See, e.g., EBay Settles Patent Dispute Over ‘Buy It Now’ Feature, Associated Press, Feb. 29, 2008, https://www.

nytimes.com/2008/02/29/technology/29ebay.html.

https://www.nytimes.com/2008/02/29/technology/29ebay.html
https://www.nytimes.com/2008/02/29/technology/29ebay.html
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Effect on Later Cases
Over the past ten years, many efforts have been devoted to determining the impact that the eBay case has had 
on the granting of injunctions in patent cases.75 In one particularly interesting study, two authors reviewed a 
set of several thousand patent cases filed both before and after the Supreme Court’s eBay decision and found 
that while the percentage of injunctions granted had not altered very substantially, the big difference was in 
the decrease in injunctions sought,76 indicating that plaintiffs have adjusted their sights significantly in liti-
gating these cases, and that they are likely to seek injunctions only where “they may have a strong reason to 
do so.”77 Another study found that the rate of permanent injunctions had dropped to 72.5 percent during the 
period from May 2006 through December 2013, from a pre-eBay high of more than 95 percent.78

In evaluating which cases are most likely to result in a permanent injunction, a number of factors are 
relevant, including technology and venue. One area of technology where incentives may still exist for injunc-
tive relief is in the life sciences and medical areas, where the high cost of research and development—and the 
potential for public interest in the availability of infringing products—mean that both plaintiffs and defen-
dants are motivated to litigate injunctive matters intensively. One study has indicated that the rate of injunc-
tions in these areas has not changed dramatically, remaining high.79 However, when considering software 
patents, for example, district courts grant injunctions only 53 percent of the time post-eBay.80 Likewise, the 
district court deciding the issue may influence the result. For example, the District of New Jersey has granted 
injunctions at a rate of 92 percent, while the Northern District of California granted them in only 60 percent 
of cases.81

In practice, the relative positions of the parties heavily influence the likelihood of an injunction in a 
particular case. For example, NPEs face strong challenges in obtaining injunctive relief. One study found that 
courts granted injunctions to NPEs only 26 percent of the time (as compared to 75 percent across all cases).82 
Even that 26 percent is misleading, as NPEs prevail only 7 percent of the time when the defendant actually 
fights the injunction request.83 In fact, the low rates of injunctions for NPEs appear to affect the overall 
injunction rates in the district courts that are favored forums for such cases, including the Eastern District of 
Texas (61 percent) and the District of Delaware (50 percent).84 In contrast, where the parties at issue are com-

 75 Christopher B. Seaman, Permanent Injunctions in Patent Litigation After eBay: An Empirical Study, 101 Iowa L. 
Rev. 1949, 1968–74 (2016) (collecting existing research on the impact of eBay).

 76 See Gupta & Kesan, supra note 3, at 7–8.

 77 Id. at 9.

 78 Seaman, supra note 75, at 1983.

 79 See Aaron Stiefel & Krista Carter, 10 Years Later—Impact of eBay on Patent Injunctions in the Life Sciences, Med. 
Devices Law & Indus. Rep. (BNA), 10 MELR 13 (June 21, 2016). See also Seaman, supra note 75, at 1985 tbl.1.

 80 See Seaman, supra note 75, at 1985 tbl.1.

 81 Id. at 1986 tbl. 2.

 82 Colleen V. Chien & Mark A. Lemley, Patent Holdup, the ITC, and the Public Interest, 98 Cornell L. Rev. 1, 10 fig.1 
(2012).

 83 Id. at 11.

 84 Seaman, supra note 75, at 1986 tbl.2.
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petitors, requests for injunctive relief tend to be successful, with district courts granting such injunctions 87 
percent of the time.85

At least one study has also attempted to analyze the bases of irreparable harm findings that support 
awards of permanent injunction, finding that loss of market share is a basis for irreparable harm in 80 per-
cent of successful permanent injunctions.86 Other bases are loss of goodwill (43 percent), loss of business 
opportunity (19 percent), price erosion (13 percent), and inability to pay (5 percent).87

Conclusion
Nearly all of the factors that influence the grant of post-eBay permanent injunctions are beyond the control 
of attorney argument—the technology, the relative positions of the parties, the venue. Most plaintiffs seeking 
a permanent injunction against a competitor will be successful. Thus, those factors that are subject to dis-
pute, such as the bases for irreparable harm, become more important and warrant significant focus in factual 
development, expert reports, and ultimate argument. Patent litigators should endeavor to understand the lay 
of the land post-eBay and utilize knowledge of likely outcomes to appropriately advise your client and litigate 
or settle the case.
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