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Calculating patent damages is “not an exact sci-
ence.”? This is especially true when addressing
principles of apportionment. The principle of appor-
tionment seeks to ensure that the patent holder does
not obtain an unfair benefit by receiving value for
features of the infringing product that are not covered
by the asserted patent. It does so by requiring that
the patentee “apportion” the damages between the
patented feature and all other non-patented features.
But determining how to apportion, especially when
there is evidence of comparable license agreements,
requires careful analysis.

I. Background of
Apportionment in Patent
Infringement Damages

Under the Patent Act, a court “shall award the
claimant damages adequate to compensate for
the infringement, but in no event less than a rea-
sonable royalty, for the use made of the invention
by the infringer.”® The principle of apportionment
was explained in the 1884 Supreme Court case
Garretson v. Clark in which the Court stated that
a patentee must “in every case give evidence tend-
ing to separate or apportion the defendant’s profits
and the patentee’s damages between the patented
feature and the unpatented features.”* The Federal
Circuit has emphasized that “a reasonable royalty
analysis requires a court to carefully tie proof of

damages to the claimed invention’s footprint in the
marketplace.”s

Calculating damages in patent infringement cases
“necessarily involves an element of approximation
and uncertainty.”® The Federal Circuit has provided
guidance related to applying apportionment prin-
ciples to calculate reasonable royalty damages as part
of the hypothetical negotiation analysis of Georgia-
Pacific Corp. v. U.S. Plywood Corp.” If the entire value
of the marketed product is attributable to the pat-
ented feature of that product, then no apportionment
is required. To apply the entire-market value rule and
thus avoid an apportionment analysis, the patentee
must show that the patented feature of the product is
the “basis for customer demand.”®

An apportionment analysis should be conducted
if the patented feature does not drive the market
demand for the product. One method for calculating
a reasonable royalty is to look to comparable license
agreements to derive a royalty rate and royalty base.
In some cases, a comparable license may have “built-
in apportionment.”® In other cases, a comparable
license agreement is useful evidence, but a separate
apportionment analysis should still be conducted.
The cases below provide examples of the dividing
lines between these situations.

II. When a License Agreement
Provides “Built-In”
Apportionment

In the Federal Circuit case, Vectura Limited v.
Glaxosmithkline LLC, the court addressed the issue
of comparability in prior license agreements.!® In
this case, plaintiff Vectura’s damages expert relied
on a 2010 license agreement between Vectura and
GlaxoSmithKline (GSK), presenting a damages the-
ory that the 2010 license was a comparable license,
justifying a three percent royalty rate.!'! GSK argued
that the damages expert’s evidence was insufficient
because she did not apportion the royalty base
to account for non-infringing components of the
accused product.!?
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The Federal Circuit found in favor of Vectura. It
noted, “when a sufficiently comparable license is
used as the basis for determining the appropriate
royalty, further apportionment may not necessarily
be required.”'® The court held that, even though the
2010 license encompassed rights to over 400 patents,
“Vectura offered evidence that the circumstances of
the 2010 license and the hypothetical negotiation
in 2016 were highly comparable and the principles
of apportionment were effectively baked into the
2010 license agreement.”!* In support of this find-
ing, the court also noted that GSK’s own damages
expert testified that the 2010 license “was a very
close comparable, much closer than you ever find
in a patent case.”!> Vectura also introduced evidence
that “the key component of the 2010 license was
permitting GSK to use Vectura’s invention of coat-
ing lactose particles with magnesium stearate” and
the “2010 license and the hypothetical negotiation
thus cover[ed] roughly very similar technologies.” 16
The similarity was evident because “the mixtures
Vectura points to as infringing the 991 patent would
have been the very same mixtures covered by the
2010 license.”"”

Because Vectura demonstrated the economic and
technological similarities between the asserted pat-
ent and the prior license agreement in this case, the
Federal Circuit found that the district court did not
abuse its discretion in denying GSK’s motion for a
new trial on damages.!8

ITI. When License Agreements
Fail to Apportion for
Improved Features

In Omega Patents, LLC v. CalAmp Corp., CalAmp
appealed a jury-awarded $5.00-per-unit royalty rate,
arguing that the value did not reflect apportion-
ment.!” The Federal Circuit found deficiencies in
Omega’s apportionment analysis because the sup-
port for the $5.00-per-unit rate was testimony from
Omega’s president that “under Omega’s licensing
program the licensing fee was ‘five dollars [per unit]
whether it's one patent or 50 patents.”? The court

found this testimony did not support the determined
royalty rate because the “internal ‘policy” did not
account for the comparability of the prior license and
the asserted patent.?! The court noted that using a
company’s internal licensing policy as the basis for a
reasonable royalty rate would “permit Omega to hide
behind its generic licensing arrangement to avoid the
task of apportionment.”?? Omega “failed to show that
the agreements attributed a $5.00-per-unit royalty
rate to the value of the [asserted patent].”?* The court
emphasized that for “built-in apportionment to apply
the license must be ‘sufficiently comparable’ in that
‘principles of apportionment were effectively baked
into’ the purportedly comparable license.”?* The court
found that “Omega failed to adequately account for
substantial ‘distinguishing facts’ between the prof-
fered licenses and a hypothetical negotiation over a
single-patent license.”?*> These deficiencies in Omega’s
apportionment analysis led the Federal Circuit to
order a new trial on damages.

In MLC Intellectual Property, LLC v. Micron
Technology Inc., the Federal Circuit again addressed
“built-in” apportionment in light of prior license
agreements.?* On appeal, MLC argued that the dis-
trict court erred in excluding its damages expert’s
testimony that two prior license agreements con-
tained a 0.25 percent royalty rate as a basis for the
damages award.?” The Federal Circuit noted that
the expert “provided no evidence or explanation for
how the 0.25 percent royalty rate he derived from
the Hynix agreement accounts for apportionment
of Micron’s accused products.”?® In particular, he
“conducted no assessment of the licensed technol-
ogy versus the accused technology to account for
any differences.”??

IV. Conclusion

Although the Federal Circuit has provided some
guidance on using comparable license agreements
to show built-in apportionment, this analysis is fact
dependent. These cases emphasize the importance
of tying damages analyses to the facts of the case to
prove the economic and technological comparability
of prior licenses.
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