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With a large staff dedicated solely
to litigation, fraud, and valuation
consulting, we deliver competent,
credible service to businesses,
municipalities, not-for-profits, and
high net worth individuals. We are
respected by both the plaintiff and
defendant bar, and prosecutors at
the state and federal levels. 

Courts are generally loath to disturb
a jury’s verdict on damages. But in last
year’s decision in Lucent Technologies,
Inc. v. Gateway, Inc. et al., the U.S.
Court of Appeals for the Federal Circuit
threw out a $350 million patent
infringement award that wasn’t
supported by substantial evidence.

The court was particularly critical of
Lucent’s damages expert, who, among
other things, had failed to explain to the
jury how eight “real-world” license
agreements were sufficiently
comparable to support the lump-sum
damages award.

A reasonable royalty?
The main dispute in this case was

between Lucent and Microsoft over
Lucent’s patented “date-picker”
technology, which allowed Microsoft
Outlook® users to input a date by
clicking on a calendar rather than using
the keyboard. Microsoft sold
approximately 110 million units
incorporating this feature, with total
sales of around $8 billion.

U.S. patent law allows a patentee to
recover its lost profits, but in no event
can it recover less than a “reasonable
royalty.” In this case, both sides offered
evidence of a reasonable royalty using
the “hypothetical negotiation”
approach, which is based on the royalty
the parties would have agreed to had

they successfully negotiated a license
agreement just before infringement
began. 

The hypothetical negotiation was
reconstructed based on the 15 Georgia-
Pacific factors, which include
considerations such as the nature of the
patented invention, the infringer’s use
of the patented invention, and rates
paid by licensees for comparable
patents.

Lucent asked for $562 million in
damages based on an 8% royalty rate
applied to the full amount of Microsoft’s
sales revenues from the infringing
product. Microsoft countered that a
lump-sum royalty payment of $6.5
million would be appropriate.

Damages were speculative
The Federal Circuit found that the

jury’s award wasn’t supported by
substantial evidence, but was “based
mainly on speculation or guesswork.”
For one thing, given the complexity of
Outlook and the seemingly small role
played by the infringing component, the
court found it inconceivable, based on
the record, that the date-picker
constituted a substantial portion of
Outlook’s value.

In addition, although Lucent relied
on eight license agreements to support
its royalty claims, several of the

agreements were “radically different”
from the hypothetical agreement at
issue. As to the others, Lucent’s expert
provided no explanation about the
patents or subject matter they covered.

Role of expert testimony
Lucent illustrates the need for

detailed expert testimony, which will
establish credible evidentiary facts and
conclusions and, thus, support a claim
for patent infringement damages. It also
reveals how some courts are willing to
scrutinize jury awards and take a more
active role in evaluating damages when
such testimony is lacking. 
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