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UNITED STATES DISTRICT COURT FOR THE 
NORTHERN DISTRICT OF ILLINOIS 

 
LOCAL PATENT RULES 

 
PREAMBLE 

These Local Patent Rules provide a standard structure for patent cases that will permit 
greater predictability and planning for the Court and the litigants. These Rules also anticipate 
and address many of the procedural issues that commonly arise in patent cases. The Court's 
intention is to eliminate the need for litigants and judges to address separately in each case 
procedural issues that tend to recur in the vast majority of patent cases. 
 

The Rules require, along with a party's disclosures under Federal Rule of Civil Procedure 
26(a)(1), meaningful disclosure of each party's contentions and support for allegations in the 
pleadings. Complaints and counterclaims in patent cases often need discovery to flesh out the 
basis for each party's contentions. The Rules require the parties to provide the particulars 
behind allegations of infringement, non-infringement, and invalidity at an early date. Because 
Federal Rule of Civil Procedure 11 requires a party to have factual and legal support for 
allegations in its pleadings, early disclosure of the basis for each side's allegations will impose 
no unfair hardship and will benefit all parties by enabling a focus on the contested issues at an 
early stage of the case. The Rules' supplementation of the requirements of Rule 26(a)(1) and 
other Federal Rules is also appropriate due to the various ways in which patent litigation differs 
from most other civil litigation, including its factual complexity; the routine assertion of 
counterclaims; the need for the Court to construe, and thus for the parties to identify, disputed 
language in patent claims; and the variety of ways in which a patent may be infringed or invalid. 
 

The initial disclosures required by the Rules are not intended to confine a party to the 
contentions it makes at the outset of the case. It is not unusual for a party in a patent case to 
learn additional grounds for claims of infringement, non-infringement, and invalidity as the case 
progresses. After a reasonable period for fact discovery, however, each party must provide a 
final statement of its contentions on relevant issues, which the party may thereafter amend 
only "upon a showing of good cause and absence of unfair prejudice, made in timely fashion 
following discovery of the basis for the amendment." LPR 3.4. 
 

The Rules also provide a standardized structure for claim construction proceedings, 
requiring the parties to identify and exchange position statements regarding disputed claim 
language before presenting disputes to the Court. The Rules contemplate that claim 
construction will be done, in most cases, toward the end of fact discovery. The committee of 
lawyers and judges that drafted and proposed the Rules considered placing claim construction 
at both earlier and later spots in the standard schedule. The decision to place claim 
construction near the end of fact discovery is premised on the determination that claim 
construction is more likely to be a meaningful process that deals with the truly significant 
disputed claim terms if the parties have had sufficient time, via the discovery process, to 
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ascertain what claim terms really matter and why and can identify (as the Rules require) which 
are outcome determinative. The Rules' placement of claim construction near the end of fact 
discovery does not preclude the parties from proposing or the Court from requiring an earlier 
claim construction in a particular case. This may be appropriate in, for example, a case in which 
it is apparent at an early stage that the outcome will turn on one claim term or a small number 
of terms that can be identified without a significant amount of fact discovery. 

 
Finally, the Rules provide for a standardized protective order that is deemed to be in 

effect upon the initiation of the lawsuit. This is done for two reasons. First, confidentiality issues 
abound in patent litigation. Second, early entry of a protective order is critical to enable the 
early initial disclosures of patent-related contentions that the Rules require. Absent a "default" 
protective order, the making of initial disclosures, and thus the entire schedule, would be 
delayed while the parties negotiated a protective order. The parties may, either at the outset of 
the case or later, seek a revised protective order that is more tailored to their case. Because, 
however, the Rules provide for automatic entry of the default protective order, the desire to 
negotiate a more tailored version is not a basis to delay the disclosure and discovery schedule 
that the Rules contemplate. 
 

1. SCOPE OF RULES 

LPR 1.1  Application and Construction 

These Rules ("LPR") apply to all cases filed in or transferred to this District after 
September 24, 2009, in which a party makes a claim of infringement, non-infringement, 
invalidity, or unenforceability of a utility patent. The Court may modify the obligations and 
deadlines of the LPR based on the circumstances of any particular case. If a party files, prior to 
the Claim Construction Proceedings provided for in LPR Section 5, a motion that raises claim 
construction issues, the Court may defer the motion until after the Claim Construction 
Proceedings. 
 
LPR 1.2  Initial Scheduling Conference 

In their conference pursuant to Fed. R. Civ. P. 26(f), the parties must discuss and address 
those matters found in the form scheduling order contained in LPR Appendix "A." A completed 
proposed version of the scheduling order is to be presented to the Court within seven (7) days 
after the Rule 26(f) conference or at such other time as the Court directs. Paragraphs 4(e), 7(c) 
and 7(d) of the form scheduling order shall be included, without alteration, in this proposed 
scheduling order. 
 

LPR 1.3  Fact Discovery 

Fact discovery shall commence upon the date for the Initial Disclosures under LPR 2.1 
and shall be completed twenty-eight (28) days after the date for exchange of claim terms and 
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phrases under LPR 4.1. Fact discovery may resume upon entry of a claim construction ruling 
and shall end forty-two (42) days after entry of the claim construction ruling. 

 
Comment 

The Rule states that resumption of fact discovery upon entry of a claim 
construction ruling “may” occur. The Rule does not provide that discovery shall 
automatically resume as a matter of right. It is intended that parties seeking 
further discovery following the claim construction ruling shall submit a motion 
explaining why further discovery is necessitated by the claim construction ruling. 

 
LPR 1.4  Confidentiality 

The protective order found in LPR Appendix B shall be deemed to be in effect as of the 
date for each party's Initial Disclosures. Any party may move the Court to modify the Appendix 
B protective order for good cause. The filing of such a motion does not affect the requirement 
for or timing of any of the disclosures required by the LPR. 
 
LPR 1.5  Certification of Disclosures 

All disclosures made pursuant to LPR 2.2, 2.3, 2.4, 2.5, 3.1, and 3.2 must be dated and 
signed by counsel of record (or by the party if unrepresented by counsel) and are subject to the 
requirements of Federal Rules of Civil Procedure 11 and 26(g). 
 
LPR 1.6  Admissibility of Disclosures 

The disclosures provided for in LPR 2.2, 2.3, 2.4, and 2.5 are inadmissible as evidence on 
the merits. 

Comment 
The purpose of the initial disclosures pursuant to LPR 2.2 - 2.5 is to 

identify the likely issues in the case, to enable the parties to focus and narrow 
their discovery requests. Permitting use of the initial disclosures as evidence on 
the merits would defeat this purpose. A party may make reference to the initial 
disclosures for any other appropriate purpose. 

 
LPR 1.7  Relationship to Federal Rules of Civil Procedure 

A party may not object to mandatory disclosures under Federal Rule of Civil Procedure 
26(a) or to a discovery request on the ground that it conflicts with or is premature under the 
LPR, except to the following categories of requests and disclosures: 

 
(a) requests for a party's claim construction position; 

(b) requests to the patent claimant for a comparison of the asserted claims and the 
accused apparatus, device, process, method, act, or other instrumentality; 
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(c) requests to an accused infringer for a comparison of the asserted claims and the 
prior art; 

(d) requests to an accused infringer for its non-infringement contentions; and 

(e) requests to the patent claimant for its contentions regarding the presence of claim 
elements in the prior art. 

Federal Rule of Civil Procedure 26's requirements concerning supplementation of 
disclosure and discovery responses apply to all disclosures required under the LPR. 

 
 

2. PATENT INITIAL DISCLOSURES 

Comment 
LPR 2.2 - 2.5 supplements the initial disclosures required by Federal Rule 

of Civil Procedure 26(a)(1). As stated in the comment to LPR 1.6, the purpose of 
these provisions is to require the parties to identify the likely issues in the case, 
to enable them to focus and narrow their discovery requests. To accomplish this 
purpose, the parties' disclosures must be meaningful - as opposed to boilerplate 
- and non-evasive. These provisions should be construed accordingly when 
applied to particular cases. 

 

LPR2.1  Initial Disclosures 

The plaintiff and any defendant that files an answer or other response to the complaint 
shall exchange their Initial Disclosures under Federal Rule of Civil Procedure 26(a)(1) ("Initial 
Disclosures") within fourteen (14) days after the defendant files its answer or other response, 
provided, however, if defendant asserts a counterclaim for infringement of another patent, the 
Initial Disclosures shall be exchanged within fourteen (14) days after the plaintiff files its answer 
or other response to that counterclaim. As used in this Rule, the term "document" has the same 
meaning as in Federal Rule of Civil Procedure 34(a): 

(a) A party asserting a claim of patent infringement shall produce or make the following 
available for inspection and copying along with its Initial Disclosures, to the extent they are in 
the party's possession, custody or control. 

 (1) all documents concerning any disclosure, sale or transfer, or offer to sell or 
transfer, of any item embodying, practicing or resulting from the practice of the claimed 
invention prior to the date of application for the patent in suit. Production of a 
document pursuant to this Rule is not an admission that the document evidences or is 
prior art under 35 U.S.C. § 102; 
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(2) with respect to patents that are not governed by the America Invents Act 
(“AIA”) but instead are governed by the pre-AIA patent statute: all documents 
concerning the conception, reduction to practice, design, and development of each 
claimed invention, which were created on or before the date of application for the 
patent in suit or a priority date otherwise identified for the patent in suit, whichever is 
earlier; 

(3) all communications to and from the U.S. Patent and Trademark Office for 
each patent in suit and for each patent or patent application on which a claim for 
priority is based; and 

(4) all documents concerning ownership of the patent rights by the party 
asserting patent infringement.  

(b) A party opposing a claim of patent infringement shall produce or make the following 
available for inspection and copying, along with its Initial Disclosures: 

(1) documents sufficient to show the operation and construction of all aspects or 
elements of each accused apparatus, product, device, component, process, method or 
other instrumentality identified with specificity in the pleading of the party asserting 
patent infringement; and 

(2) a copy of each item of prior art of which the party is aware that allegedly 
anticipates each asserted patent and its related claims or renders them obvious or, if a 
copy is unavailable, a description sufficient to identify the prior art and its relevant 
details; and  

(3) a statement of the gross sales revenue from the accused product(s) (a) for 
the six (6) year period preceding the filing of the complaint or, if shorter, (b) from the 
date of issuance of the patent that will enable the parties to estimate potential damages 
and engage in meaningful settlement negotiations. 

With respect to LPR 2.1 (a) and (b), each producing party shall separately identify 
by production number which documents correspond to each category of the 
corresponding LPR. 

LPR 2.2  Initial Infringement Contentions 

A party claiming patent infringement must serve on all parties "Initial Infringement 
Contentions" containing the following information within fourteen (14) days after the Initial 
Disclosures under LPR 2.1: 

(a) an identification of no more than 25 claims of each patent in suit that are allegedly 
infringed by the opposing party, but no more than 50 claims total, including for each claim the 
applicable statutory subsection of 35 U.S.C. § 271; 
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(b) separately for each asserted claim, an identification of each accused apparatus, 
product, device, process, method, act, or other instrumentality ("Accused Instrumentality") of 
the opposing party of which the party claiming infringement is aware. Each Accused 
Instrumentality must be identified by name, if known, or by any product, device, or apparatus 
which, when used, allegedly results in the practice of the claimed method or process; 

(c) a chart identifying specifically where each element of each asserted claim is found 
within each Accused Instrumentality, including for each element that such party contends is 
governed by 35 U.S.C. § 112(6)/112(f), a description of the claimed function of that element 
and the identity of the structure(s), act(s), or material(s) in the Accused Instrumentality that 
performs the claimed function; 

(d) identification of whether each element of each asserted claim is claimed to be 
present in the Accused Instrumentality literally or under the doctrine of equivalents. For any 
claim under the doctrine of equivalents, the Initial Infringement Contentions must include an 
initial explanation of each function, way, and result that is equivalent and why any differences 
are not substantial; 

(e) for each claim that is alleged to have been indirectly infringed, an identification of 
any direct infringement and a description of the acts of the alleged indirect infringer that 
contribute to or are inducing that direct infringement. If alleged direct infringement is based on 
joint acts of multiple parties, the role of each such party in the direct infringement must be 
described; 

(f) for any patent that claims priority to an earlier application, the priority date to which 
each asserted claim allegedly is entitled; 

(g) identification of the basis for any allegation of willful infringement; and 

(h) if a party claiming patent infringement wishes to preserve the right to rely, for any 
purpose, on the assertion that its own or its licensee's apparatus, product, device, process, 
method, act, or other instrumentality practices the claimed invention, the party must identify, 
separately for each asserted patent, each such apparatus, product, device, process, method, 
act, or other instrumentality that incorporates or reflects that particular claim, including 
whether it is marked (actually or virtually) with the patent number. 

LPR 2.3  Initial Non-Infringement, Unenforceability and Invalidity Contentions 

Each party opposing a claim of patent infringement or asserting invalidity or 
unenforceability shall serve upon all parties its "Initial Non-Infringement, Unenforceability and 
Invalidity Contentions" , within fourteen (14) days after service of the Initial Infringement 
Contentions. Such Initial Contentions shall be as follows: 
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(a) Non-Infringement Contentions shall contain a chart, responsive to the chart required 
by LPR 2.2(c), that separately indicates, for each identified element in each asserted claim, to 
the extent then known by the party opposing infringement, whether such element is present 
literally or under the doctrine of equivalents in each Accused Instrumentality and, if not, each 
reason for such denial and the relevant distinctions.  Conclusory denials are not permitted. 

(b) Invalidity Contentions must contain the following information to the extent then 
known to the party asserting invalidity: 

(1) an identification, with particularity, of up to twenty five (25) items of prior art 
per asserted patent that allegedly invalidates each asserted claim . Each prior art patent 
shall be identified by its number, country of origin, and date of issue. Each prior art 
publication must be identified by its title, date of publication, and where feasible, 
autl10r and publisher. Prior art in the form of sales, offers for sale, or uses shall be 
identified by specifying the item offered for sale or publicly used or known, the date the 
offer or use took place or the information became known, and the identity of the person 
or entity which made the use or which made and received the offer, or the person or 
entity which made the information known or to whom it was made known. For a patent 
governed by the pre-AIA amendments to the patent statute, any prior art under 35 
U.S.C. § 102(f) shall be identified by providing the name of the person(s) from whom 
and the circumstances under which the invention or any part of it was derived,  and 
prior art under 35 U.S.C. § 102(g) (pre-AIA) shall be identified by providing the identities 
of the person(s) or entities involved in and the circumstances surrounding the making of 
the invention before the patent applicant(s); 

(2) for each item of prior art, a detailed statement of whether it allegedly 
anticipates or renders obvious each asserted claim. If a combination of items of prior art 
allegedly makes a claim obvious, the Invalidity Contentions must identify each such 
combination and the reasons to combine such items; 

(3) a chart identifying where specifically in each alleged item of prior art each 
element of each asserted claim is found, including for each element that such party 
contends is governed by 35 U.S.C. § 112(6)/112(f), a description of the claimed function 
of that element and the identity of the structure(s), act(s), or material(s) in each item of 
prior art that performs the claimed function;  

(4) a detailed statement of any grounds of invalidity based on indefiniteness 
under 35 U.S.C. § 112(2)/112(b), enablement or written description under 35 U.S.C. § 
112(1)/112(a), or any other basis; and  

(5) a detailed statement of any grounds for contentions that a claim is invalid as 
non-statutory/patent ineligible under 35 U.S.C. §101. 

(c) Unenforceability contentions shall identify the acts allegedly supporting and all bases 
for the assertion of unenforceability. 
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LPR 2.4  Document Production Accompanying Initial Non-Infringement and Invalidity  
  Contentions 

With the Initial Non-Infringement and Invalidity Contentions under LPR 2.3, the party 
opposing a claim of patent infringement shall supplement its Initial Disclosures and, in 
particular, must produce or make available for inspection and copying: 

(a) any additional documentation showing the operation of any aspects or elements of 
an Accused Instrumentality identified by the patent claimant in its LPR 2.2 chart; and 

(b) a copy of any additional items of prior art identified pursuant to LPR 2.3 that does 
not appear in the file history of the patent(s) at issue. 

LPR 2.5  Initial Response to Non-Infringement and Invalidity Contentions 

Within fourteen (14) days after service of the Initial Non-Infringement and Invalidity 
Contentions under LPR 2.3, each party claiming patent infringement shall serve upon all parties 
its "Initial Response to Non-Infringement and Invalidity Contentions."  

 
(a) With respect to invalidity issues, the initial response shall contain a chart, responsive 

to the chart required by LPR 2.3(a)-(d), that states as to each identified element in each 
asserted claim, to the extent then known, whether the party admits to the identity of elements 
in the prior art and, if not, the reason for such denial. 

 
(b) In response to denials of infringement, if the party asserting infringement intends to 

rely upon Doctrine of Equivalents, such party must include an initial explanation of each 
function, way, and result that is equivalent and why any differences are not substantial, to the 
extent not previously provided in response to LPR 2.2(d). 
 

LPR 2.6  Disclosure Requirement in Patent Cases Initiated by Complaint for Declaratory  
  Judgment 

In a case initiated by a complaint for declaratory judgment in which a party files a 
pleading seeking a judgment that a patent is not infringed, is invalid, or is unenforceable, LPR 
2.2 and 2.3 shall not apply unless a party makes a claim for patent infringement. If no claim of 
infringement is made, the party seeking a declaratory judgment must comply with LPR 2.3 and 
2.4 within twenty-eight (28) days after the Initial Disclosures. 

 

3. FINAL CONTENTIONS 

LPR 3.1  Final Infringement, Unenforceability and Invalidity Contentions 
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(a) Final Infringement Contentions. Final infringement contentions shall be served in two 
stages: 

 
(1) Within nineteen (19) weeks after the due date for service of Initial 

Infringement Contentions, each party claiming patent infringement must serve on all 
other parties a list identifying no more than 10 claims per patent and no more than 20 
claims overall that the party is asserting, each of which must be selected from claims 
identified in the Initial Infringement Contentions. 

 
(2) Within twenty-one (21) weeks after the due date for service of Initial 

Infringement Contentions, each party claiming patent infringement must serve on all 
other parties "Final Infringement Contentions" containing the information required by 
LPR 2.2 (a)-(h). In the Final Infringement Contentions, no Accused Instrumentality may 
be accused of infringing more than ten (10) claims per patent and twenty (20) claims 
overall, selected from the claims identified in the Initial Infringement Contentions. If the 
Doctrine of Equivalents is being asserted, the Final Infringement Contentions must 
include an explanation of each function, way, and result that is equivalent and why any 
differences are not substantial.   

 
(b) Final Unenforceability and Invalidity Contentions. Each party asserting invalidity or 

unenforceability of a patent claim shall serve on all other parties, at the same time that the 
Final Infringement Contentions required by LPR 3.1(a)(2) are served, "Final Unenforceability 
and Invalidity Contentions" containing the information required by LPR 2.3 (b) and (c). Final 
Invalidity Contentions may rely on more than twenty-five (25) prior art references only by order 
of the Court upon a showing of good cause and absence of unfair prejudice to opposing parties. 
For each claim alleged to be invalid, the Final Unenforceability and Invalidity Contentions are 
limited to four (4) prior art grounds per claim and four (4) non-prior art grounds. No claim 
asserted to be infringed shall be subject to more than eight (8) total grounds per claim.   Each of 
the following shall constitute separate grounds: indefiniteness, lack of written description, lack 
of enablement, unenforceability, and non-statutory subject matter under 35 U.S.C. § 101. Each 
assertion of anticipation and each combination of references shall constitute separate grounds. 
 

LPR 3.2  Final Non-infringement, Enforceability and Validity Contentions 

Not later than 28 days after the due date for Final Infringement Contentions under LPR 
3.1: 

 
(a) Each party asserting non-infringement of a patent claim shall serve on all other 

parties "Final Non-infringement Contentions" containing the information called for in LPR 
2.3(a). 

  
(b) Each party asserting patent infringement shall serve "Final Enforceability and Validity 

Contentions" in response to any "Final Unenforceability and Invalidity Contentions." 
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LPR 3.3  Document Production Accompanying Final Invalidity Contentions 

With the Final Invalidity Contentions, the party asserting invalidity of any patent claim 
shall produce or make available for inspection and copying: a copy or sample of all prior art 
identified pursuant to LPR 3.1(b), to the extent not previously produced, that does not appear 
in the file history of the patent(s) at issue. If any such item is not in English, an English 
translation of the portion(s) relied upon shall be produced. The translated portion of the non-
English prior art shall be sufficient to place in context the particular matter upon which the 
party relies.  

The producing party shall separately identify by production number which documents 
correspond to each category. 
 

LPR3.4.  Amendment of Final Contentions 

A party may amend its Final Infringement Contentions or Final Non-infringement and 
Invalidity Contentions only by order of the Court upon a showing of good cause and absence of 
unfair prejudice to opposing parties, made promptly upon discovery of tl1e basis for tl1e 
amendment. 

An example of a circumstance that may support a finding of good cause, absent undue 
prejudice to the non-moving party, includes a claim construction by the Court different from 
that proposed by the party seeking amendment.  

The duty to supplement discovery responses does not excuse the need to obtain leave 
of court to amend contentions. 

 
LPR 3.5  Relationship to USPTO Proceedings and Prior Litigation 

(a) In the parties’ Rule 26(f) Report, the parties shall advise the court with respect to 
each patent in suit (1) whether the patent is eligible to be challenged at the USPTO by each 
defendant, (2) what form such a challenge may take (inter parties review, post grant review, 
covered business method review, ex parte reexamination, etc.), (3) the earliest and latest date 
such a challenge is permitted to be made for each defendant, (4) whether the patent has been 
the subject of prior USPTO reviews and, if so, the status of the same, and (5) any other prior 
litigation history of the patent and the status of the same. 

 
(b) Absent exceptional circumstances, no party may file a motion to stay the lawsuit 

pending any proceeding in the U.S. Patent and Trademark Office after the due date for service 
of that party's Final Contentions pursuant to LPR 3.2.  
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LPR3.6 Discovery Concerning Opinions of Counsel 

(a) The substance of a claim of reliance on advice of counsel offered in defense to a
charge of willful infringement, and other information within the scope of a waiver of the 
attorney-client privilege based upon disclosure of such advice, is not subject to discovery until 
seven (7) days after the court’s claim construction ruling. 

(b) On the day advice of counsel information becomes discoverable under LPR 3.6(a), a
party claiming reliance on advice of counsel shall disclose to all other parties the following: 

(l) All written opinions of counsel upon which the party will rely;

(2) All information provided to the attorney in connection with the advice;

(3) All written attorney work product developed in preparing the opinion
that the attorney disclosed to the client; and 

(4) Identification of the date, sender and recipient of all written and oral
communications with the attorney or law firm concerning the subject matter of the 
advice by counsel. 

(c) After advice of counsel information becomes discoverable under LPR 3.6(a), a party
claiming willful infringement may take the deposition of any attorneys preparing or rendering 
the advice relied upon and any persons who received or claims to have relied upon such advice. 

(d) This Rule does not address whether materials other than those listed in LPR 3.6(b)(1-
4) are subject to discovery or within the scope of any waiver of the attorney-client privilege.

(e) In a case where advice of counsel is considered relevant to a patent-related claim or
defense, fact discovery relating to advice of counsel shall not commence until seven (7) days 
after entry of a claim construction ruling, notwithstanding LPR 1.3, and shall end forty-two (42) 
days after entry of the claim construction ruling. 

4. CLAIM CONSTRUCTION PROCEEDINGS

LPR4.1  Exchange of Proposed Claim Terms To Be Construed Along With Proposed 
Constructions 

(a) Within fourteen (14) days after service of the Final Invalidity Contentions pursuant to
LPR 3.2, each party shall serve a list of (i) the claim terms and phrases the party contends the 
Court should construe; (ii) the party's proposed constructions; (iii) identification of any claim 
element that the party contends is governed by 35 U.S.C. § 112(6); and (iv) the party's 
description of the function of that element, and the structure(s), act(s), or material(s) 
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corresponding to that element, identified by column and line number with respect to the 
asserted patent(s). 

(b) Within seven (7) days after the exchange of claim terms and phrases, the parties 
must meet and confer and agree upon no more than ten (10) terms or phrases to submit for 
construction by the court. No more than ten (10) terms or phrases may be presented to the 
Court for construction absent prior leave of court upon a showing of good cause. The assertion 
of multiple non-related patents shall, in an appropriate case, constitute good cause. If the 
parties are unable to agree upon ten terms, then five shall be allocated to all plaintiffs and five 
to all defendants. For each term to be presented to the Court, the parties must certify whether 
it is outcome-determinative. 

 
Comment 

In some cases, the parties may dispute the construction of more than ten 
terms. But because construction of outcome-determinative or otherwise 
significant claim terms may lead to settlement or entry of summary judgment, in 
the majority of cases tl1e need to construe other claim terms of lesser 
importance may be obviated. The limitation to ten claim terms to be presented 
for construction is intended to require the parties to focus upon outcome-
determinative or otherwise significant disputes. 

 
LPR 4.2  Claim Construction Briefs 

(a) Opening Claim Construction Brief. Within thirty-five (35) days after the exchange of 
terms set forth in LPR 4.1(a), the parties opposing infringement shall file their Opening Claim 
Construction Brief, which may not exceed twenty-five (25) pages absent prior leave of court. 
The brief shall identify any intrinsic evidence with citation to the Joint Appendix under LPR 
4.2(b) and shall separately identify any extrinsic evidence the party contends supports its 
proposed claim construction. If a party offers the testimony of a witness to support its claim 
construction, it must include with its brief a sworn declaration by the witness setting forth the 
substance of the witness' proposed testimony, and promptly make the witness available for 
deposition (if the witness is under the control of the party) concerning tl1e proposed testimony. 
 

(b) Joint Appendix. On the date for filing the Opening Claim Construction Brief, the 
parties shall file a Joint Appendix containing the patent(s) in dispute and the prosecution 
history for each patent. The prosecution history must be paginated, and all parties must cite to 
the Joint Appendix when referencing the materials it contains. Any party may file a separate 
appendix to its claim construction brief containing other supporting materials. 

 (c) Responsive Claim Construction Brief. Within twenty-eight (28) days after filing of the 
Opening Claim Construction brief, the parties claiming infringement shall file their Responsive 
Claim Construction Brief, which may not exceed twenty-five (25) pages absent prior leave of 
Court. The brief shall identify any intrinsic evidence with citation to the Joint Appendix under 
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LPR 4.2(b) and shall separately identify any extrinsic evidence the party contends supports its 
proposed claim construction. If a party offers the testimony of a witness to support its claim 
construction, it must include with its brief a sworn declaration by the witness setting forth the 
substance of the witness's proposed testimony and promptly make the witness available for 
deposition (if the witness is under the control of the party) concerning the proposed testimony.  
If such a deposition occurs, the date for the filing of a Reply Claim Construction brief shall be 
extended by seven (7) calendar days. The brief shall also describe all objections to any extrinsic 
evidence identified in the Opening Claim Construction Brief. 

(d) Reply Claim Construction Brief Within fourteen (14) days after filing of the 
Responsive Claim Construction Brief, the parties opposing infringement shall file their Reply 
Claim Construction Brief, which may not exceed fifteen (15) pages absent prior leave of Court. 
The brief shall describe all objections to any extrinsic evidence identified in the Opening Claim 
Construction Brief. 

(e) The presence of multiple alleged infringers with different products or processes shall, 
in an appropriate case, constitute good cause for allowing additional pages in the Opening, 
Responsive, or Reply Claim Construction Briefs or for allowing separate briefing as to different 
alleged infringers. 

(f) Joint Claim Construction Chart.  Within seven (7) days after the date for filing of the 
Reply Claim Construction Brief, the parties shall file (1) a joint claim construction chart that sets 
forth each claim term and phrase addressed in the claim construction briefs; each party's 
proposed construction, and (2) a joint status report containing the parties' proposals for the 
nature and form of the claim construction hearing pursuant to LPR 4.3. 

 
Comment 

The committee opted for consecutive claim construction briefs rather 
than simultaneous briefs, concluding that consecutive briefing is more likely to 
promote a meaningful exchange regarding the contested points. For the same 
reason, the committee opted to have the alleged infringer file the opening claim 
construction brief. Patent holders are more likely to argue for a "plain meaning" 
construction or for non-construction of disputed terms; alleged infringers tend 
to be less likely to do so. 
 

The Rules provide for three briefs (opening, response, and reply), not 
four, due to the likelihood of a claim construction hearing or argument. The 
Court's determination not to hold a hearing or argument may constitute a basis 
to permit a surreply brief by the patent holder. A judge may choose not to 
require or permit a reply brief. 

 

LPR 4.3  Claim Construction Hearing 



CHI-88466-1 

Unless the Court orders otherwise, a claim construction oral argument or hearing may 
be held within twenty-eight (28) days after filing of the Reply Claim Construction Brief. Either 
before or after the filing of claim construction briefs, the Court shall issue an order describing 
the schedule and procedures for a claim construction hearing. Any exhibits, including 
demonstrative exhibits, to be used at a claim construction hearing must be exchanged no later 
than three (3) days before the hearing. 

 
 

5. EXPERT WITNESSES 

LPR 5.1  Disclosure of Experts and Expert Reports 

Unless the Court orders otherwise, 
 
(a) for issues other than claim construction to which expert testimony shall be directed, 

expert witness disclosures and depositions shall be governed by this Rule; 
 
(b) within twenty-eight (28) days after the claim construction ruling or the close of 

discovery after the claim construction ruling, whichever is later, each party shall make its initial 
expert witness disclosures required by Federal Rule of Civil Procedure 26 on issues for which it 
bears the burden of proof; 

 
(c) within twenty eight (28) days after the date for initial expert reports, each party shall 

make its rebuttal expert witness disclosures required by Federal Rule of Civil Procedure 26 on 
the issues for which the opposing party bears the burden of proof. 
 

LPR 5.2  Depositions of Experts 

Depositions of expert witnesses shall be completed within twenty-eight (28) days after 
exchange of expert rebuttal disclosures. 
 

LPR 5.3  Presumption Against Supplementation of Reports 

Amendments or supplementation to expert reports after the deadlines provided herein 
are presumptively prejudicial and shall not be allowed absent prior leave of court upon a 
showing of good cause that the amendment or supplementation could not reasonably have 
been made earlier and that the opposing party is not unfairly prejudiced. 
 

 

6. DISPOSITIVE MOTIONS 

LPR 6.1  Final Day for Filing Dispositive Motions 
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All dispositive motions shall be filed within twenty-eight (28) days after the scheduled 
date for the end of expert discovery. 

 
Comment 

This Rule does not preclude a party from moving for summary judgment at an 
earlier stage of the case if circumstances warrant. It is up to the trial judge to 
determine whether to consider an "early" summary judgment motion. See also 
LPR 1.1 (judge may defer a motion raising claim construction issues until after 
claim construction hearing is held). 
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1 Alice Corp. Pty. Ltd. v. CLS Bank Int’l, 573 U.S. 
208, 217–18 (2014) (citing Mayo Collaborative 
Servs. v. Prometheus Labs., Inc., 566 U.S. 66 
(2012)). 

2 See, e.g., Interval Licensing LLC, v. AOL, Inc., 
896 F.3d 1335, 1348 (Fed. Cir. 2018) (Plager, J., 
concurring in part and dissenting in part); Smart 
Sys. Innovations, LLC v. Chicago Transit Auth., 873 
F.3d 1364, 1377 (Fed. Cir. 2017) (Linn, J., dissenting 
in part and concurring in part); Berkheimer v. HP 
Inc., 890 F.3d 1369, 1376 (Fed. Cir. 2018) (Lourie, 
J., joined by Newman, J., concurring in denial of 
rehearing en banc). 

3 The first step of the Alice/Mayo test is to 
determine whether the claims are ‘‘directed to’’ a 
judicial exception. Alice, 573 U.S. at 217 (citing 
Mayo, 566 U.S. at 77). 

4 All references to the MPEP in the 2019 Revised 
Patent Subject Matter Eligibility Guidance are to the 
Ninth Edition, Revision 08–2017 (rev. Jan. 2018), 
unless otherwise indicated. 

DEPARTMENT OF COMMERCE 

United States Patent and Trademark 
Office 

[Docket No. PTO–P–2018–0053] 

2019 Revised Patent Subject Matter 
Eligibility Guidance 

AGENCY: United States Patent and 
Trademark Office, Commerce. 
ACTION: Examination Guidance; Request 
for comments. 

SUMMARY: The United States Patent and 
Trademark Office (USPTO) has prepared 
revised guidance (2019 Revised Patent 
Subject Matter Eligibility Guidance) for 
use by USPTO personnel in evaluating 
subject matter eligibility. The 2019 
Revised Patent Subject Matter Eligibility 
Guidance revises the procedures for 
determining whether a patent claim or 
patent application claim is directed to a 
judicial exception (laws of nature, 
natural phenomena, and abstract ideas) 
under Step 2A of the USPTO’s Subject 
Matter Eligibility Guidance in two ways. 
First, the 2019 Revised Patent Subject 
Matter Eligibility Guidance explains 
that abstract ideas can be grouped as, 
e.g., mathematical concepts, certain 
methods of organizing human activity, 
and mental processes. Second, this 
guidance explains that a patent claim or 
patent application claim that recites a 
judicial exception is not ‘‘directed to’’ 
the judicial exception if the judicial 
exception is integrated into a practical 
application of the judicial exception. A 
claim that recites a judicial exception, 
but is not integrated into a practical 
application, is directed to the judicial 
exception under Step 2A and must then 
be evaluated under Step 2B (inventive 
concept) to determine the subject matter 
eligibility of the claim. The USPTO is 
seeking public comment on its subject 
matter eligibility guidance, and 
particularly the 2019 Revised Patent 
Subject Matter Eligibility Guidance. 
DATES: 

Applicable Date: The 2019 Revised 
Patent Subject Matter Eligibility 
Guidance is effective on January 7, 
2019. The 2019 Revised Patent Subject 
Matter Eligibility Guidance applies to 
all applications, and to all patents 
resulting from applications, filed before, 
on, or after January 7, 2019. 

Comment Deadline Date: Written 
comments must be received on or before 
March 8, 2019. 
ADDRESSES: Comments must be sent by 
electronic mail message over the 
internet addressed to: Eligibility2019@
uspto.gov. 

Electronic comments submitted in 
plain text are preferred, but also may be 
submitted in ADOBE® portable 
document format or MICROSOFT 
WORD® format. Comments not 
submitted electronically should be 
submitted on paper in a format that 
facilitates convenient digital scanning 
into ADOBE® portable document 
format. The comments will be available 
for viewing via the USPTO’s internet 
website (http://www.uspto.gov). Because 
comments will be made available for 
public inspection, information that the 
submitter does not desire to make 
public, such as an address or phone 
number, should not be included in the 
comments. 
FOR FURTHER INFORMATION CONTACT: June 
E. Cohan, Senior Legal Advisor, at 571– 
272–7744 or Carolyn Kosowski, Senior 
Legal Advisor, at 571–272–7688, both 
with the Office of Patent Legal 
Administration. 

SUPPLEMENTARY INFORMATION: Patent 
subject matter eligibility under 35 
U.S.C. 101 has been the subject of much 
attention over the past decade. Recently, 
much of that attention has focused on 
how to apply the U.S. Supreme Court’s 
framework for evaluating eligibility 
(often called the Alice/Mayo test).1 
Properly applying the Alice/Mayo test in 
a consistent manner has proven to be 
difficult, and has caused uncertainty in 
this area of the law. Among other things, 
it has become difficult in some cases for 
inventors, businesses, and other patent 
stakeholders to reliably and predictably 
determine what subject matter is patent- 
eligible. The legal uncertainty 
surrounding Section 101 poses unique 

challenges for the USPTO, which must 
ensure that its more than 8500 patent 
examiners and administrative patent 
judges apply the Alice/Mayo test in a 
manner that produces reasonably 
consistent and predictable results across 
applications, art units and technology 
fields. 

Since the Alice/Mayo test was 
announced and began to be extensively 
applied, the courts and the USPTO have 
tried to consistently distinguish 
between patent-eligible subject matter 
and subject matter falling within a 
judicial exception. Even so, patent 
stakeholders have expressed a need for 
more clarity and predictability in its 
application. In particular, stakeholders 
have expressed concern with the proper 
scope and application of the ‘‘abstract 
idea’’ exception. Some courts share 
these concerns, for example as 
demonstrated by several recent 
concurrences and dissents in the U.S. 
Court of Appeals for the Federal Circuit 
(‘‘Federal Circuit’’) calling for changes 
in the application of Section 101 
jurisprudence.2 Many stakeholders, 
judges, inventors, and practitioners 
across the spectrum have argued that 
something needs to be done to increase 
clarity and consistency in how Section 
101 is currently applied. 

To address these and other concerns, 
the USPTO is revising its examination 
procedure with respect to the first step 
of the Alice/Mayo test 3 (Step 2A of the 
USPTO’s Subject Matter Eligibility 
Guidance as incorporated into the 
Manual of Patent Examining Procedure 
(‘‘MPEP’’) 2106) 4 by: (1) Providing 
groupings of subject matter that is 
considered an abstract idea; and (2) 
clarifying that a claim is not ‘‘directed 
to’’ a judicial exception if the judicial 
exception is integrated into a practical 
application of that exception. 

VerDate Sep<11>2014 18:34 Jan 04, 2019 Jkt 247001 PO 00000 Frm 00001 Fmt 4703 Sfmt 4703 E:\FR\FM\07JAN1.SGM 07JAN1kh
am

m
on

d 
on

 D
S

K
30

JT
08

2P
R

O
D

 w
ith

 N
O

T
IC

E
S

mailto:Eligibility2019@uspto.gov
mailto:Eligibility2019@uspto.gov
http://www.uspto.gov


51 Federal Register / Vol. 84, No. 4 / Monday, January 7, 2019 / Notices 

5 Mayo, 566 U.S. at 71 (‘‘Phenomena of nature, 
though just discovered, mental processes, and 
abstract intellectual concepts are not patentable, as 
they are the basic tools of scientific and 
technological work’’ (quoting Gottschalk v. Benson, 
409 U.S. 63, 67 (1972)). 

6 USPTO Memorandum of April 19, 2018, 
‘‘Changes in Examination Procedure Pertaining to 
Subject Matter Eligibility, Recent Subject Matter 
Eligibility Decision (Berkheimer v. HP, Inc.)’’ (Apr. 
19, 2018), available at https://www.uspto.gov/sites/ 
default/files/documents/memo-berkheimer- 
20180419.PDF [hereinafter ‘‘USPTO Berkheimer 
Memorandum’’]. 

7 Alice Corp., 573 U.S. at 216 (internal citation 
and quotation marks omitted); Mayo, 566 U.S. at 71. 

8 Id. (internal citation and quotation marks 
omitted). 

9 See Enfish, LLC v. Microsoft Corp., 822 F.3d 
1327, 1334 (Fed. Cir. 2016); see also Amdocs 
(Israel) Ltd. v. Openet Telecom, Inc., 841 F.3d 1288, 
1294 (Fed. Cir. 2016) (‘‘[T]he decisional mechanism 
courts now apply [to identify an abstract idea] is to 
examine earlier cases in which a similar or parallel 
descriptive nature can be seen—what prior cases 
were about, and which way they were decided.’’). 

10 See, e.g., 2014 Interim Guidance on Subject 
Matter Eligibility, 79 FR 74618, 74628–32 (Dec. 16, 
2014) (discussing concepts identified as abstract 
ideas); July 2015 Update: Subject Matter Eligibility 
(Jul. 30, 2015), at 3–5, available at https://
www.uspto.gov/sites/default/files/documents/ieg- 
july-2015-update.pdf (same); USPTO Memorandum 
of May 19, 2016, ‘‘Recent Subject Matter Eligibility 
Decisions (Enfish, LLC v. Microsoft Corp. and TLI 
Communications LLC v. A.V. Automotive, LLC),’’ at 
2 (May 19, 2016), available at https://
www.uspto.gov/sites/default/files/documents/ieg- 
may-2016_enfish_memo.pdf [hereinafter, ‘‘USPTO 
Enfish Memorandum’’] (discussing the abstract idea 
in TLI Communications LLC v. A.V. Automotive, 
LLC, 823 F.3d 607 (Fed. Cir. 2016)); USPTO 
Memorandum of November 2, 2016, ‘‘Recent 
Subject Matter Eligibility Decisions,’’ at 2 (Nov. 2, 
2016), available at https://www.uspto.gov/sites/ 
default/files/documents/McRo-Bascom-Memo.pdf 
[hereinafter, ‘‘USPTO McRo Memorandum’’] 
(discussing how the claims in McRO, Inc. v. Bandai 
Namco Games America Inc., 837 F.3d 1299 (Fed. 
Cir. 2016), were directed to an improvement instead 
of an abstract idea); USPTO Memorandum of April 
2, 2018, ‘‘Recent Subject Matter Eligibility 
Decisions’’ (Apr. 2, 2018), available at https://
www.uspto.gov/sites/default/files/documents/ 
memo-recent-sme-ctdec-20180402.PDF [hereinafter 

Continued 

Section I of this 2019 Revised Patent 
Subject Matter Eligibility Guidance 
explains that the judicial exceptions are 
for subject matter that has been 
identified as the ‘‘basic tools of 
scientific and technological work,’’ 5 
which includes ‘‘abstract ideas’’ such as 
mathematical concepts, certain methods 
of organizing human activity, and 
mental processes; as well as laws of 
nature and natural phenomena. Only 
when a claim recites a judicial 
exception does the claim require further 
analysis in order to determine its 
eligibility. The groupings of abstract 
ideas contained in this guidance enable 
USPTO personnel to more readily 
determine whether a claim recites 
subject matter that is an abstract idea. 

Section II explains that the USPTO 
has set forth a revised procedure, rooted 
in Supreme Court caselaw, to determine 
whether a claim is ‘‘directed to’’ a 
judicial exception under the first step of 
the Alice/Mayo test (USPTO Step 2A). 

Section III explains the revised 
procedure that will be applied by the 
USPTO. The procedure focuses on two 
aspects of Revised Step 2A: (1) Whether 
the claim recites a judicial exception; 
and (2) whether a recited judicial 
exception is integrated into a practical 
application. Only when a claim recites 
a judicial exception and fails to 
integrate the exception into a practical 
application, is the claim ‘‘directed to’’ a 
judicial exception, thereby triggering the 
need for further analysis pursuant to the 
second step of the Alice/Mayo test 
(USPTO Step 2B). Finally, if further 
analysis at Step 2B is needed (for 
example to determine whether the claim 
merely recites well-understood, routine, 
conventional activity), this 2019 
Revised Patent Subject Matter Eligibility 
Guidance explains that the examiner or 
administrative patent judge will proceed 
in accordance with existing USPTO 
guidance as modified in April 2018.6 

The USPTO is seeking public 
comment on its subject matter eligibility 
guidance, and particularly the 2019 
Revised Patent Subject Matter Eligibility 
Guidance. The USPTO is determined to 
continue its mission to provide 
predictable and reliable patent rights in 

accordance with this rapidly evolving 
area of the law. The USPTO’s ultimate 
goal is to draw distinctions between 
claims to principles in the abstract and 
claims that integrate those principles 
into a practical application. To that end, 
the USPTO may issue further guidance, 
or modify the current guidance, in the 
future based on its review of the 
comments received, further experience 
of the USPTO and its stakeholders, and 
additional judicial actions. 
Implementation of examination 
guidance on eligibility is an iterative 
process and may continue with periodic 
supplements. The USPTO invites the 
public to submit suggestions on 
eligibility-related topics to address in 
future guidance supplements as part of 
their comments on the USPTO’s subject 
matter eligibility guidance. 

Impact on Examination Procedure 
and Prior Examination Guidance: This 
2019 Revised Patent Subject Matter 
Eligibility Guidance supersedes MPEP 
2106.04(II) (Eligibility Step 2A: Whether 
a Claim Is Directed to a Judicial 
Exception) to the extent it equates 
claims ‘‘reciting’’ a judicial exception 
with claims ‘‘directed to’’ a judicial 
exception, along with any other portion 
of the MPEP that conflicts with this 
guidance. A chart identifying portions 
of the MPEP that are affected by this 
guidance will be available for viewing 
via the USPTO’s internet website 
(http://www.uspto.gov). This 2019 
Revised Patent Subject Matter Eligibility 
Guidance also supersedes all versions of 
the USPTO’s ‘‘Eligibility Quick 
Reference Sheet Identifying Abstract 
Ideas’’ (first issued in July 2015 and 
updated most recently in July 2018). 
Eligibility-related guidance issued prior 
to the Ninth Edition, R–08.2017, of the 
MPEP (published Jan. 2018) should not 
be relied upon. However, any claim 
considered patent eligible under prior 
guidance should be considered patent 
eligible under this guidance. 

This guidance does not constitute 
substantive rulemaking and does not 
have the force and effect of law. The 
guidance sets out agency policy with 
respect to the USPTO’s interpretation of 
the subject matter eligibility 
requirements of 35 U.S.C. 101 in view 
of decisions by the Supreme Court and 
the Federal Circuit. The guidance was 
developed as a tool for internal USPTO 
management and does not create any 
right or benefit, substantive or 
procedural, enforceable by any party 
against the USPTO. Rejections will 
continue to be based upon the 
substantive law, and it is those 
rejections that are appealable to the 
Patent Trial and Appeal Board (PTAB) 
and the courts. All USPTO personnel 

are, as a matter of internal agency 
management, expected to follow the 
guidance. Failure of USPTO personnel 
to follow the guidance, however, is not, 
in itself, a proper basis for either an 
appeal or a petition. 

I. Groupings of Abstract Ideas 
The Supreme Court has held that the 

patent eligibility statute, Section 101, 
contains an implicit exception for 
‘‘[l]aws of nature, natural phenomena, 
and abstract ideas,’’ which are ‘‘the 
basic tools of scientific and 
technological work.’’ 7 Yet, the Court 
has explained that ‘‘[a]t some level, all 
inventions embody, use, reflect, rest 
upon, or apply laws of nature, natural 
phenomena, or abstract ideas,’’ and has 
cautioned ‘‘to tread carefully in 
construing this exclusionary principle 
lest it swallow all of patent law.’’ 8 

Since the Alice case, courts have been 
‘‘compare[ing] claims at issue to those 
claims already found to be directed to 
an abstract idea in previous cases.’’ 9 
Likewise, the USPTO has issued 
guidance to the patent examining corps 
about Federal Circuit decisions applying 
the Alice/Mayo test, for instance 
describing the subject matter claimed in 
the patent in suit and noting whether or 
not certain subject matter has been 
identified as an abstract idea.10 
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‘‘USPTO Finjan Memorandum’’] (discussing how 
the claims in Finjan Inc. v. Blue Coat Systems, Inc., 
879 F.3d 1299 (Fed. Cir. 2018), and Core Wireless 
Licensing, S.A.R.L. v. LG Electronics, Inc., 880 F.3d 
1356 (Fed. Cir. 2018), were directed to 
improvements instead of abstract ideas); USPTO 
Berkheimer Memorandum at 2 (discussing the 
abstract idea in Berkheimer); MPEP 2106.04(a) 
(reviewing cases that did and did not identify 
abstract ideas). 

11 E.g., compare TLI Commc’ns, 823 F.3d at 611, 
with Enfish, 822 F.3d at 1335, and Visual Memory 
LLC v. NVIDIA Corp., 867 F.3d 1253, 1258 (Fed. Cir. 
2017). While computer operations such as ‘‘output 
of data analysis . . . can be abstract,’’ Credit 
Acceptance Corp. v. Westlake Servs., 859 F.3d 
1044, 1056 (Fed. Cir. 2017), ‘‘software-based 
innovations can [also] make ‘non-abstract 
improvements to computer technology’ and be 
deemed patent-eligible subject matter at step 1 [of 
the Mayo/Alice test],’’ Finjan, 879 F.3d at 1304 
(quoting Enfish, 822 F.3d at 1335). Indeed, the 
Federal Circuit has held that ‘‘improvements in 
computer-related technology’’ and ‘‘claims directed 
to software’’ are not ‘‘inherently abstract.’’ Enfish, 
822 F.3d at 1335; see also Visual Memory, 867 F.3d 
at 1258. These developments in the caselaw can 
create complications for the patent-examination 
process. For example, claims in one application 
could be deemed to be abstract, whereas slightly 
different claims directed to the same or similar 
subject matter could be determined to reflect a 
patent eligible ‘‘improvement.’’ Alternatively, 
claims in one application could be found to be 
abstract, whereas claims to the same or similar 
subject matter in another application, containing 
additional or different embodiments in the 
specification, could be deemed eligible as not 
directed to an abstract idea. In other words, the 
finding that the subject matter claimed in a prior 
patent was ‘‘abstract’’ as claimed may not determine 
whether similar subject matter in another 
application, claimed somewhat differently or 
supported by a different disclosure, is directed to 
an abstract idea and therefore patent ineligible. 

12 Bilski v. Kappos, 561 U.S. 593, 611 (2010) 
(‘‘The concept of hedging . . . reduced to a 
mathematical formula . . . is an unpatentable 
abstract idea[.]’’); Diamond v. Diehr, 450 U.S. 175, 
191 (1981) (‘‘A mathematical formula as such is not 
accorded the protection of our patent laws’’) (citing 
Benson, 409 U.S. 63); Parker v. Flook, 437 U.S. 584, 
594 (1978) (‘‘[T]he discovery of [a mathematical 
formula] cannot support a patent unless there is 
some other inventive concept in its application.’’); 
Benson, 409 U.S. at 71–72 (concluding that 
permitting a patent on the claimed invention 
‘‘would wholly pre-empt the mathematical formula 
and in practical effect would be a patent on the 
algorithm itself’’); Mackay Radio & Telegraph Co. v. 
Radio Corp. of Am., 306 U.S. 86, 94 (1939) (‘‘[A] 
scientific truth, or the mathematical expression of 
it, is not patentable invention[.]’’); SAP America, 
Inc. v. InvestPic, LLC, 898 F.3d 1161, 1163 (Fed. Cir. 
2018) (holding that claims to a ‘‘series of 
mathematical calculations based on selected 
information’’ are directed to abstract ideas); 
Digitech Image Techs., LLC v. Elecs. for Imaging, 
Inc., 758 F.3d 1344, 1350 (Fed. Cir. 2014) (holding 
that claims to a ‘‘process of organizing information 
through mathematical correlations’’ are directed to 
an abstract idea); Bancorp Servs., LLC v. Sun Life 
Assurance Co. of Can. (U.S.), 687 F.3d 1266, 1280 
(Fed. Cir. 2012) (identifying the concept of 
‘‘managing a stable value protected life insurance 
policy by performing calculations and manipulating 
the results’’ as an abstract idea). 

13 Alice, 573 U.S. at 219–20 (concluding that use 
of a third party to mediate settlement risk is a 
‘‘fundamental economic practice’’ and thus an 
abstract idea); id. (describing the concept of risk 
hedging identified as an abstract idea in Bilski as 
‘‘a method of organizing human activity’’); Bilski, 
561 U.S. at 611–612 (concluding that hedging is a 
‘‘fundamental economic practice’’ and therefore an 
abstract idea); Bancorp, 687 F.3d at 1280 
(concluding that ‘‘managing a stable value protected 
life insurance policy by performing calculations 
and manipulating the results’’ is an abstract idea); 
Inventor Holdings, LLC v. Bed Bath & Beyond, Inc., 
876 F.3d 1372, 1378–79 (Fed. Cir. 2017) (holding 
that concept of ‘‘local processing of payments for 
remotely purchased goods’’ is a ‘‘fundamental 
economic practice, which Alice made clear is, 
without more, outside the patent system.’’); OIP 
Techs., Inc. v. Amazon.com, Inc., 788 F.3d 1359, 
1362–63 (Fed. Cir. 2015) (concluding that claimed 
concept of ‘‘offer-based price optimization’’ is an 
abstract idea ‘‘similar to other ‘fundamental 
economic concepts’ found to be abstract ideas by 
the Supreme Court and this court’’); buySAFE, Inc. 
v. Google, Inc., 765 F.3d. 1350, 1355 (Fed. Cir. 2014) 
(holding that concept of ‘‘creating a contractual 
relationship—a ‘transaction performance 
guaranty’ ’’ is an abstract idea); In re Comiskey, 554 
F.3d 967, 981 (Fed. Cir. 2009) (claims directed to 
‘‘resolving a legal dispute between two parties by 
the decision of a human arbitrator’’ are ineligible); 

Ultramercial, Inc. v. Hulu, LLC, 772 F.3d 709, 715 
(Fed Cir. 2014) (holding that claim ‘‘describe[ing] 
only the abstract idea of showing an advertisement 
before delivering free content’’ is patent ineligible); 
In re Ferguson, 558 F.3d 1359, 1364 (Fed Cir. 2009) 
(holding methods ‘‘directed to organizing business 
or legal relationships in the structuring of a sales 
force (or marketing company)’’ to be ineligible); 
Credit Acceptance, 859 F.3d 1044 at 1054 (‘‘The 
Board determined that the claims are directed to the 
abstract idea of ‘processing an application for 
financing a purchase.’ . . . We agree.’’); Interval 
Licensing, 896 F.3d at 1344–45 (concluding that 
‘‘[s]tanding alone, the act of providing someone an 
additional set of information without disrupting the 
ongoing provision of an initial set of information is 
an abstract idea,’’ observing that the district court 
‘‘pointed to the nontechnical human activity of 
passing a note to a person who is in the middle of 
a meeting or conversation as further illustrating the 
basic, longstanding practice that is the focus of the 
[patent ineligible] claimed invention.’’); Voter 
Verified, Inc. v. Election Systems & Software, LLC, 
887 F.3d 1376, 1385 (Fed. Cir. 2018) (finding the 
concept of ‘‘voting, verifying the vote, and 
submitting the vote for tabulation,’’ a ‘‘fundamental 
activity’’ that humans have performed for hundreds 
of years, to be an abstract idea); In re Smith, 815 
F.3d 816, 818 (Fed. Cir. 2016) (concluding that 
‘‘[a]pplicants’ claims, directed to rules for 
conducting a wagering game’’ are abstract). 

14 If a claim, under its broadest reasonable 
interpretation, covers performance in the mind but 
for the recitation of generic computer components, 
then it is still in the mental processes category 
unless the claim cannot practically be performed in 
the mind. See Intellectual Ventures I LLC v. 
Symantec Corp., 838 F.3d 1307, 1318 (Fed. Cir. 
2016) (‘‘[W]ith the exception of generic computer- 
implemented steps, there is nothing in the claims 
themselves that foreclose them from being 
performed by a human, mentally or with pen and 
paper.’’); Mortg. Grader, Inc. v. First Choice Loan 
Servs. Inc., 811 F.3d. 1314, 1324 (Fed. Cir. 2016) 
(holding that computer-implemented method for 
‘‘anonymous loan shopping’’ was an abstract idea 
because it could be ‘‘performed by humans without 
a computer’’); Versata Dev. Grp. v. SAP Am., Inc., 
793 F.3d 1306, 1335 (Fed. Cir. 2015) (‘‘Courts have 
examined claims that required the use of a 
computer and still found that the underlying, 
patent-ineligible invention could be performed via 
pen and paper or in a person’s mind.’’); 
CyberSource Corp. v. Retail Decisions, Inc., 654 
F.3d 1366, 1375, 1372 (Fed. Cir. 2011) (holding that 
the incidental use of ‘‘computer’’ or ‘‘computer 
readable medium’’ does not make a claim otherwise 
directed to process that ‘‘can be performed in the 
human mind, or by a human using a pen and 
paper’’ patent eligible); id. at 1376 (distinguishing 
Research Corp. Techs. v. Microsoft Corp., 627 F.3d 
859 (Fed. Cir. 2010), and SiRF Tech., Inc. v. Int’l 
Trade Comm’n, 601 F.3d 1319 (Fed. Cir. 2010), as 
directed to inventions that ‘‘could not, as a practical 
matter, be performed entirely in a human’s mind’’). 
Likewise, performance of a claim limitation using 
generic computer components does not necessarily 
preclude the claim limitation from being in the 
mathematical concepts grouping, Benson, 409 U.S. 
at 67, or the certain methods of organizing human 
activity grouping, Alice, 573 U.S. at 219–20. 

15 Mayo, 566 U.S. at 71 (‘‘ ‘[M]ental processes[ ] 
and abstract intellectual concepts are not 
patentable, as they are the basic tools of scientific 
and technological work’ ’’ (quoting Benson, 409 U.S. 
at 67)); Flook, 437 U.S. at 589 (same); Benson, 409 
U.S. at 67, 65 (noting that the claimed ‘‘conversion 
of [binary-coded decimal] numerals to pure binary 
numerals can be done mentally,’’ i.e., ‘‘as a person 

While that approach was effective 
soon after Alice was decided, it has 
since become impractical. The Federal 
Circuit has now issued numerous 
decisions identifying subject matter as 
abstract or non-abstract in the context of 
specific cases, and that number is 
continuously growing. In addition, 
similar subject matter has been 
described both as abstract and not 
abstract in different cases.11 The 
growing body of precedent has become 
increasingly more difficult for 
examiners to apply in a predictable 
manner, and concerns have been raised 
that different examiners within and 
between technology centers may reach 
inconsistent results. 

The USPTO, therefore, aims to clarify 
the analysis. In accordance with judicial 
precedent and in an effort to improve 
consistency and predictability, the 2019 
Revised Patent Subject Matter Eligibility 
Guidance extracts and synthesizes key 
concepts identified by the courts as 
abstract ideas to explain that the 
abstract idea exception includes the 
following groupings of subject matter, 
when recited as such in a claim 
limitation(s) (that is, when recited on 
their own or per se): 

(a) Mathematical concepts— 
mathematical relationships, 
mathematical formulas or equations, 
mathematical calculations; 12 

(b) Certain methods of organizing 
human activity—fundamental economic 
principles or practices (including 
hedging, insurance, mitigating risk); 
commercial or legal interactions 
(including agreements in the form of 
contracts; legal obligations; advertising, 
marketing or sales activities or 
behaviors; business relations); managing 
personal behavior or relationships or 
interactions between people (including 
social activities, teaching, and following 
rules or instructions); 13 and 

(c) Mental processes—concepts 
performed in the human mind 14 
(including an observation, evaluation, 
judgment, opinion).15 
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would do it by head and hand.’’); Synopsys, Inc. v. 
Mentor Graphics Corp., 839 F.3d 1138, 1139, (Fed. 
Cir. 2016) (holding that claims to the mental 
process of ‘‘translating a functional description of 
a logic circuit into a hardware component 
description of the logic circuit’’ are directed to an 
abstract idea, because the claims ‘‘read on an 
individual performing the claimed steps mentally 
or with pencil and paper’’); Mortg. Grader, 811 
F.3d. at 1324 (concluding that concept of 
‘‘anonymous loan shopping’’ is an abstract idea 
because it could be ‘‘performed by humans without 
a computer’’); In re BRCA1 & BRCA2-Based 
Hereditary Cancer Test Patent Litig., 774 F.3d 755, 
763 (Fed. Cir. 2014) (concluding that concept of 
‘‘comparing BRCA sequences and determining the 
existence of alterations’’ is an ‘‘abstract mental 
process’’); In re Brown, 645 F. App’x. 1014, 1017 
(Fed. Cir. 2016) (non-precedential) (claim 
limitations ‘‘encompass the mere idea of applying 
different known hair styles to balance one’s head. 
Identifying head shape and applying hair designs 
accordingly is an abstract idea capable, as the Board 
notes, of being performed entirely in one’s mind’’). 

16 See, e.g., Alice, 573 U.S. at 217 (explaining that 
‘‘in applying the § 101 exception, we must 
distinguish between patents that claim the 
‘buildin[g] block[s]’ of human ingenuity and those 
that integrate the building blocks into something 
more’’ (quoting Mayo, 566 U.S. at 89) and stating 
that Mayo ‘‘set forth a framework for distinguishing 
patents that claim laws of nature, natural 
phenomena, and abstract ideas from those that 
claim patent-eligible applications of those 
concepts’’); Mayo, 566 U.S. at 80, 84 (noting that the 
Court in Diehr found ‘‘the overall process patent 
eligible because of the way the additional steps of 
the process integrated the equation into the process 
as a whole,’’ but the Court in Benson ‘‘held that 
simply implementing a mathematical principle on 
a physical machine, namely a computer, was not a 
patentable application of that principle’’); Bilski, 
561 U.S. at 611 (‘‘Diehr explained that while an 
abstract idea, law of nature, or mathematical 
formula could not be patented, ‘an application of 
a law of nature or mathematical formula to a known 
structure or process may well be deserving of patent 
protection.’ ’’ (quoting Diehr, 450 U.S. at 187) 
(emphasis in original)); Diehr, 450 U.S. at 187, 192 
n.14 (explaining that the process in Flook was 
ineligible not because it contained a mathematical 
formula, but because it did not provide an 
application of the formula); Mackay Radio, 306 U.S. 
at 94 (‘‘While a scientific truth, or the mathematical 
expression of it, is not patentable invention, a novel 
and useful structure created with the aid of 
knowledge of scientific truth may be.’’); Le Roy v. 
Tatham, 55 U.S. (14 How.) 156, 175 (1852) (‘‘The 
elements of the [natural phenomena] exist; the 

invention is not in discovering them, but in 
applying them to useful objects.’’). 

17 See, e.g., MPEP 2106.06(b) (summarizing 
Enfish, McRO, and other cases that were eligible as 
improvements to technology or computer 
functionality instead of abstract ideas); USPTO 
Finjan Memorandum (discussing Finjan, and Core 
Wireless); USPTO Memorandum of June 7, 2018, 
‘‘Recent Subject Matter Eligibility Decision: Vanda 
Pharmaceuticals Inc. v. West-Ward 
Pharmaceuticals,’’ available at https://
www.uspto.gov/sites/default/files/documents/ 
memo-vanda-20180607.PDF [hereinafter ‘‘USPTO 
Vanda Memorandum’’]; BASCOM Glob. Internet 
Servs., Inc. v. AT&T Mobility LLC, 827 F.3d 1341, 
1352 (Fed. Cir. 2016) (concluding that claims could 
be eligible if ordered combination of limitations 
‘‘transform the abstract idea . . . into a particular, 
practical application of that abstract idea.’’); 
Arrhythmia Research Tech., Inc. v. Corazonix 
Corp., 958 F.2d 1053, 1056–57 (Fed. Cir. 1992) (‘‘As 
the jurisprudence developed, inventions that were 
implemented by the mathematically-directed 
performance of computers were viewed in the 
context of the practical application to which the 
computer-generated data were put.’’); CLS Bank 
Int’l v. Alice Corp. Pty. Ltd., 717 F.3d 1269, 1315 
(Fed. Cir. 2013) (Moore, J., joined by Rader, C.J., and 
Linn and O’Malley, JJ., dissenting in part) (‘‘The key 
question is thus whether a claim recites a 
sufficiently concrete and practical application of an 
abstract idea to qualify as patent-eligible.’’), aff’d, 
573 U.S. 208 (2014). 

18 See, e.g., McRO, 837 F.3d at 1316; Enfish, 822 
F.3d at 1336; Core Wireless, 880 F.3d at 1362. 

19 See, e.g., Vanda Pharm. Inc. v. West-Ward 
Pharm. Int’l Ltd., 887 F.3d 1117, 1134 (Fed. Cir. 
2018) (‘‘If the claims are not directed to a patent 
ineligible concept at step one, we need not address 
step two of the inquiry.’’); Rapid Litig. Mgmt. Ltd. 
v. CellzDirect, Inc., 827 F.3d 1042, 1050 (Fed. Cir. 
2016) (holding that claimed invention is patent 
eligible because it is not directed to a patent- 
ineligible concept under step one or is an inventive 
application of the patent-ineligible concept under 
step two); Enfish, 822 F.3d at 1339 (noting that 
eligibility determination can be reached either 
because claims not directed to an abstract idea 
under step one or recite a concrete improvement 
under step two); McRO, 837 F.3d at 1313 
(recognizing that the ‘‘court must look to the claims 
as an ordered combination’’ in determining 
patentability ‘‘[w]hether at step one or step two of 
the Alice test’’); Amdocs, 841 F.3d at 1294 
(observing that recent cases ‘‘suggest that there is 
considerable overlap between step one and step 
two, and in some situations [the inventive concept] 
analysis could be accomplished without going 
beyond step one’’). See also Ancora Techs. v. HTC 
Am., 908 F.3d 1343, 1349 (Fed. Cir. 2018) (noting, 
in accord with the ‘‘recognition of overlaps between 

some step one and step two considerations,’’ that 
its conclusion of eligibility at step one is ‘‘indirectly 
reinforced by some of [its] prior holdings under step 
two’’). 

Claims that do not recite matter that 
falls within these enumerated groupings 
of abstract ideas should not be treated 
as reciting abstract ideas, except as 
follows: In the rare circumstance in 
which a USPTO employee believes a 
claim limitation that does not fall 
within the enumerated groupings of 
abstract ideas should nonetheless be 
treated as reciting an abstract idea, the 
procedure described in Section III.C for 
analyzing the claim should be followed. 

II. ‘‘Directed To’’ a Judicial Exception 
The Supreme Court has long 

distinguished between principles 
themselves (which are not patent 
eligible) and the integration of those 
principles into practical applications 
(which are patent eligible).16 Similarly, 

in a growing body of decisions, the 
Federal Circuit has distinguished 
between claims that are ‘‘directed to’’ a 
judicial exception (which require 
further analysis to determine their 
eligibility) and those that are not (which 
are therefore patent eligible).17 For 
example, an improvement in the 
functioning of a computer or other 
technology or technological field may 
render a claim patent eligible at step one 
of the Alice/Mayo test even if it recites 
an abstract idea, law of nature, or 
natural phenomenon.18 Moreover, 
recent Federal Circuit jurisprudence has 
indicated that eligible subject matter can 
often be identified either at the first or 
the second step of the Alice/Mayo test.19 

These revised patent examination 
procedures are designed to more 
accurately and consistently identify 
claims that recite a practical application 
of a judicial exception (and thus are not 
‘‘directed to’’ a judicial exception), 
thereby increasing predictability and 
consistency in the patent eligibility 
analysis. This analysis is performed at 
USPTO Step 2A, and incorporates 
certain considerations that have been 
applied by the courts at step one and at 
step two of the Alice/Mayo framework, 
given the recognized overlap in the 
steps depending on the facts of any 
given case. 

In accordance with judicial precedent, 
and to increase consistency in 
examination practice, the 2019 Revised 
Patent Subject Matter Eligibility 
Guidance sets forth a procedure to 
determine whether a claim is ‘‘directed 
to’’ a judicial exception under USPTO 
Step 2A. Under the procedure, if a claim 
recites a judicial exception (a law of 
nature, a natural phenomenon, or an 
abstract idea as grouped in Section I, 
above), it must then be analyzed to 
determine whether the recited judicial 
exception is integrated into a practical 
application of that exception. A claim is 
not ‘‘directed to’’ a judicial exception, 
and thus is patent eligible, if the claim 
as a whole integrates the recited judicial 
exception into a practical application of 
that exception. A claim that integrates a 
judicial exception into a practical 
application will apply, rely on, or use 
the judicial exception in a manner that 
imposes a meaningful limit on the 
judicial exception, such that the claim 
is more than a drafting effort designed 
to monopolize the judicial exception. 

III. Instructions for Applying Revised 
Step 2A During Examination 

Examiners should determine whether 
a claim satisfies the criteria for subject 
matter eligibility by evaluating the claim 
in accordance with the criteria 
discussed in MPEP 2106, i.e., whether 
the claim is to a statutory category (Step 
1) and the Alice/Mayo test for judicial 
exceptions (Steps 2A and 2B). The 
procedure set forth herein (referred to as 
‘‘revised Step 2A’’) changes how 
examiners should apply the first step of 
the Alice/Mayo test, which determines 
whether a claim is ‘‘directed to’’ a 
judicial exception. 

As before, Step 1 of the USPTO’s 
eligibility analysis entails considering 
whether the claimed subject matter falls 
within the four statutory categories of 
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20 This notice does not change the type of claim 
limitations that are considered to recite a law of 
nature or natural phenomenon. For more 
information about laws of nature and natural 
phenomena, including products of nature, see 
MPEP 2106.04(b) and (c). 

21 Even if a claim is determined to be patent 
eligible under section 101, this or any other step of 
the eligibility analysis does not end the inquiry. 
The claims must also satisfy the other conditions 
and requirements for patentability, for example, 
under section 102 (novelty), 103 (nonobviousness), 
or 112 (enablement, written description, 
definiteness). Bilski, 561 U.S. at 602. Examiners 
should take care not to confuse or intermingle 
patentability requirements of these separate 
sections with patent eligibility analysis under 
section 101. 

22 See, e.g., Amdocs, 841 F.3d at 1300, 1303; 
BASCOM, 827 F.3d at 1349–52; DDR Holdings, LLC 
v. Hotels.com, L.P., 773 F.3d 1245, 1257–59 (Fed. 
Cir. 2014); USPTO Berkheimer Memorandum; see 
also Rapid Litig., 827 F.3d at 1050 (holding that 
claimed invention is patent eligible because it is not 
directed to a patent-ineligible concept under step 
one or is an inventive application of the patent- 
ineligible concept under step two). 23 See MPEP 2106.04(b)–(c). 

patentable subject matter identified by 
35 U.S.C. 101: Process, machine, 
manufacture, or composition of matter. 
The 2019 Revised Patent Subject Matter 
Eligibility Guidance does not change 
Step 1 or the streamlined analysis, 
which are discussed in MPEP 2106.03 
and 2106.06, respectively. Examiners 
may continue to use a streamlined 
analysis (Pathway A) when the patent 
eligibility of a claim is self-evident. 

Step 2A of the 2019 Revised Patent 
Subject Matter Eligibility Guidance is a 
two-prong inquiry. In Prong One, 
examiners evaluate whether the claim 
recites a judicial exception.20 This 
prong is similar to procedures in prior 
guidance except that when determining 
if a claim recites an abstract idea, 
examiners now refer to the subject 
matter groupings of abstract ideas in 
Section I instead of comparing the 
claimed concept to the USPTO’s prior 
‘‘Eligibility Quick Reference Sheet 
Identifying Abstract Ideas.’’ 

• If the claim recites a judicial 
exception (i.e., an abstract idea 
enumerated in Section I of the 2019 
Revised Patent Subject Matter Eligibility 
Guidance, a law of nature, or a natural 
phenomenon), the claim requires further 
analysis in Prong Two. 

• If the claim does not recite a 
judicial exception (a law of nature, 
natural phenomenon, or subject matter 
within the enumerated groupings of 
abstract ideas in Section I), then the 
claim is eligible at Prong One of revised 
Step 2A. This concludes the eligibility 
analysis, except in the rare circumstance 
described below.21 

• In the rare circumstance in which 
an examiner believes a claim limitation 
that does not fall within the enumerated 
groupings of abstract ideas should 
nonetheless be treated as reciting an 
abstract idea, the procedure described in 
Section III.C for analyzing the claim 
should be followed. 

In Prong Two, examiners evaluate 
whether the claim recites additional 
elements that integrate the exception 
into a practical application of that 

exception. This prong adds a more 
detailed eligibility analysis to step one 
of the Alice/Mayo test (USPTO Step 2A) 
than was required under prior guidance. 

• If the recited exception is integrated 
into a practical application of the 
exception, then the claim is eligible at 
Prong Two of revised Step 2A. This 
concludes the eligibility analysis. 

• If, however, the additional elements 
do not integrate the exception into a 
practical application, then the claim is 
directed to the recited judicial 
exception, and requires further analysis 
under Step 2B (where it may still be 
eligible if it amounts to an ‘‘inventive 
concept’’).22 

The following discussion provides 
additional detail on this revised 
procedure. 

A. Revised Step 2A 

1. Prong One: Evaluate Whether the 
Claim Recites a Judicial Exception 

In Prong One, examiners should 
evaluate whether the claim recites a 
judicial exception, i.e., an abstract idea, 
a law of nature, or a natural 
phenomenon. If the claim does not 
recite a judicial exception, it is not 
directed to a judicial exception (Step 
2A: NO) and is eligible. This concludes 
the eligibility analysis. If the claim does 
recite a judicial exception, then it 
requires further analysis in Prong Two 
of Revised Step 2A to determine 
whether it is directed to the recited 
exception, as explained in Section 
III.A.2 of the 2019 Revised Patent 
Subject Matter Eligibility Guidance. 

For abstract ideas, Prong One 
represents a change as compared to 
prior guidance. To determine whether a 
claim recites an abstract idea in Prong 
One, examiners are now to: (a) Identify 
the specific limitation(s) in the claim 
under examination (individually or in 
combination) that the examiner believes 
recites an abstract idea; and (b) 
determine whether the identified 
limitation(s) falls within the subject 
matter groupings of abstract ideas 
enumerated in Section I of the 2019 
Revised Patent Subject Matter Eligibility 
Guidance. If the identified limitation(s) 
falls within the subject matter groupings 
of abstract ideas enumerated in Section 
I, analysis should proceed to Prong Two 
in order to evaluate whether the claim 
integrates the abstract idea into a 

practical application. When evaluating 
Prong One, examiners are no longer to 
use the USPTO’s ‘‘Eligibility Quick 
Reference Sheet Identifying Abstract 
Ideas,’’ which has been superseded by 
this document. 

In the rare circumstance in which an 
examiner believes a claim limitation 
that does not fall within the enumerated 
groupings of abstract ideas should 
nonetheless be treated as reciting an 
abstract idea, the procedure described in 
Section III.C for analyzing the claim 
should be followed. 

For laws of nature and natural 
phenomena, Prong One does not 
represent a change. Examiners should 
continue to follow existing guidance to 
identify whether a claim recites one of 
these exceptions,23 and if it does, 
proceed to Prong Two of the 2019 
Revised Patent Subject Matter Eligibility 
Guidance in order to evaluate whether 
the claim integrates the law of nature or 
natural phenomenon into a practical 
application. 

2. Prong Two: If the Claim Recites a 
Judicial Exception, Evaluate Whether 
the Judicial Exception Is Integrated Into 
a Practical Application 

In Prong Two, examiners should 
evaluate whether the claim as a whole 
integrates the recited judicial exception 
into a practical application of the 
exception. A claim that integrates a 
judicial exception into a practical 
application will apply, rely on, or use 
the judicial exception in a manner that 
imposes a meaningful limit on the 
judicial exception, such that the claim 
is more than a drafting effort designed 
to monopolize the judicial exception. 
When the exception is so integrated, 
then the claim is not directed to a 
judicial exception (Step 2A: NO) and is 
eligible. This concludes the eligibility 
analysis. If the additional elements do 
not integrate the exception into a 
practical application, then the claim is 
directed to the judicial exception (Step 
2A: YES), and requires further analysis 
under Step 2B (where it may still be 
eligible if it amounts to an inventive 
concept), as explained in Section III.B of 
the 2019 Revised Patent Subject Matter 
Eligibility Guidance. 

Prong Two represents a change from 
prior guidance. The analysis under 
Prong Two is the same for all claims 
reciting a judicial exception, whether 
the exception is an abstract idea, a law 
of nature, or a natural phenomenon. 

Examiners evaluate integration into a 
practical application by: (a) Identifying 
whether there are any additional 
elements recited in the claim beyond 
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24 USPTO guidance uses the term ‘‘additional 
elements’’ to refer to claim features, limitations, 
and/or steps that are recited in the claim beyond the 
identified judicial exception. Again, whether an 
additional element or combination of elements 
integrate the exception into a practical application 
should be evaluated on the claim as a whole. 

25 For example, a modification of internet 
hyperlink protocol to dynamically produce a dual- 
source hybrid web page. See MPEP 2106.05(a) for 
more information concerning improvements in the 
functioning of a computer or to any other 
technology or technical field, including a 
discussion of the exemplar provided herein, which 
is based on DDR Holdings, 773 F.3d at 1258–59. See 
also USPTO Finjan Memorandum (discussing 
Finjan and Core Wireless). 

26 For example, an immunization step that 
integrates an abstract idea into a specific process of 
immunizing that lowers the risk that immunized 
patients will later develop chronic immune- 
mediated diseases. See, e.g., Classen 
Immunotherapies, Inc. v. Biogen IDEC, 659 F.3d 
1057, 1066–68 (Fed. Cir. 2011). See also Vanda 
Pharm. Inc. v. West-Ward Pharm. Int’l Ltd., 887 
F.3d 1117, 1135 (Fed. Cir. 2018) (holding claims to 
the practical application of the natural relationships 
between iloperidone, CYP2D6 metabolism, and QTc 
prolongation to treat schizophrenia, not merely the 
recognition of those relationships, to be patent 

eligible at Mayo/Alice step 1 (USPTO Step 2A)), and 
USPTO Vanda Memorandum (discussing Vanda). 

27 For example, a Fourdrinier machine (which is 
understood in the art to have a specific structure 
comprising a headbox, a paper-making wire, and a 
series of rolls) that is arranged in a particular way 
that uses gravity to optimize the speed of the 
machine while maintaining quality of the formed 
paper web. See MPEP 2106.05(b) for more 
information concerning use of a judicial exception 
with, or in conjunction with, a particular machine 
or manufacture, including a discussion of the 
exemplar provided herein, which is based on Eibel 
Process Co. v. Minnesota & Ontario Paper Co., 261 
U.S. 45, 64–65 (1923). 

28 For example, a process that transforms raw, 
uncured synthetic rubber into precision-molded 
synthetic rubber products by using a mathematical 
formula to control operation of the mold. See MPEP 
2106.05(c) for more information concerning 
transformation or reduction of a particular article to 
a different state or thing, including a discussion of 
the exemplar provided herein, which is based on 
Diehr, 450 U.S. at 184. 

29 For example, a combination of steps including 
installing rubber in a press, closing the mold, 
constantly measuring the temperature in the mold, 
and automatically opening the press at the proper 
time, all of which together meaningfully limited the 
use of a mathematical equation to a practical 
application of molding rubber products. See MPEP 
2106.05(e) for more information on this 
consideration, including a discussion of the 
exemplar provided herein, which is based on Diehr, 
450 U.S. at 184, 187. See also USPTO Finjan 
Memorandum (discussing Finjan and Core 
Wireless). 

30 For example, a limitation indicating that a 
particular function such as creating and 
maintaining electronic records is performed by a 
computer, without specifying how. See MPEP 
2106.05(f) for more information concerning mere 
instructions to apply a judicial exception, including 
a discussion of the exemplar provided herein, 
which is based on Alice, 573 U.S. at 222–26. See 

also Benson, 409 U.S. 63 (holding that merely 
implementing a mathematical principle on a 
general purpose computer is a patent ineligible 
abstract idea); Credit Acceptance Corp. v. Westlake 
Services, 859 F.3d 1044 (Fed. Cir. 2017) (using a 
computer as a tool to process an application for 
financing a purchase). 

31 For example, a mere data gathering such as a 
step of obtaining information about credit card 
transactions so that the information can be analyzed 
in order to detect whether the transactions were 
fraudulent. See MPEP 2106.05(g) for more 
information concerning insignificant extra-solution 
activity, including a discussion of the exemplar 
provided herein, which is based on CyberSource, 
654 F.3d at 1375. See also Mayo, 566 U.S. at 79 
(concluding that additional element of measuring 
metabolites of a drug administered to a patient was 
insignificant extra-solution activity, which was 
insufficient to confer patent eligibility); Flook, 437 
U.S. at 590 (step of adjusting an alarm limit based 
on the output of a mathematical formula was ‘‘post- 
solution activity’’ and did not render method patent 
eligible). 

32 For example, a claim describing how the 
abstract idea of hedging could be used in the 
commodities and energy markets, or a claim 
limiting the use of a mathematical formula to the 
petrochemical and oil-refining fields. See MPEP 
2106.05(h) concerning generally linking use of a 
judicial exception to a particular technological 
environment or field of use, including a discussion 
of the exemplars provided herein, which are based 
on Bilski, 561 U.S. at 612, and Flook, 437 U.S. at 
588–90. Thus, the mere application of an abstract 
method of organizing human activity in a particular 
field is not sufficient to integrate the judicial 
exception into a practical application. 

33 Of course, such claims must also satisfy the 
other conditions and requirements of patentability, 
for example, under section 102 (novelty), 103 
(nonobviousness), and 112 (enablement, written 
description, definiteness). Bilski, 561 U.S. at 602. 

the judicial exception(s); and (b) 
evaluating those additional elements 
individually and in combination to 
determine whether they integrate the 
exception into a practical application, 
using one or more of the considerations 
laid out by the Supreme Court and the 
Federal Circuit, for example those listed 
below. While some of the considerations 
listed below were discussed in prior 
guidance in the context of Step 2B, 
evaluating them in revised Step 2A 
promotes early and efficient resolution 
of patent eligibility, and increases 
certainty and reliability. Examiners 
should note, however, that revised Step 
2A specifically excludes consideration 
of whether the additional elements 
represent well-understood, routine, 
conventional activity. Instead, analysis 
of well-understood, routine, 
conventional activity is done in Step 2B. 
Accordingly, in revised Step 2A 
examiners should ensure that they give 
weight to all additional elements, 
whether or not they are conventional, 
when evaluating whether a judicial 
exception has been integrated into a 
practical application. 

In the context of revised Step 2A, the 
following exemplary considerations are 
indicative that an additional element (or 
combination of elements) 24 may have 
integrated the exception into a practical 
application: 

• An additional element reflects an 
improvement in the functioning of a 
computer, or an improvement to other 
technology or technical field; 25 

• an additional element that applies 
or uses a judicial exception to effect a 
particular treatment or prophylaxis for a 
disease or medical condition; 26 

• an additional element implements a 
judicial exception with, or uses a 
judicial exception in conjunction with, 
a particular machine or manufacture 
that is integral to the claim; 27 

• an additional element effects a 
transformation or reduction of a 
particular article to a different state or 
thing; 28 and 

• an additional element applies or 
uses the judicial exception in some 
other meaningful way beyond generally 
linking the use of the judicial exception 
to a particular technological 
environment, such that the claim as a 
whole is more than a drafting effort 
designed to monopolize the exception.29 

This is not an exclusive list, and there 
may be other examples of integrating the 
exception into a practical application. 

The courts have also identified 
examples in which a judicial exception 
has not been integrated into a practical 
application: 

• An additional element merely 
recites the words ‘‘apply it’’ (or an 
equivalent) with the judicial exception, 
or merely includes instructions to 
implement an abstract idea on a 
computer, or merely uses a computer as 
a tool to perform an abstract idea; 30 

• an additional element adds 
insignificant extra-solution activity to 
the judicial exception; 31 and 

• an additional element does no more 
than generally link the use of a judicial 
exception to a particular technological 
environment or field of use.32 

It is critical that examiners consider 
the claim as a whole when evaluating 
whether the judicial exception is 
meaningfully limited by integration into 
a practical application of the exception. 
Some elements may be enough on their 
own to meaningfully limit an exception, 
but other times it is the combination of 
elements that provide the practical 
application. When evaluating whether 
an element (or combination of elements) 
integrates an exception into a practical 
application, examiners should give 
careful consideration to both the 
element and how it is used or arranged 
in the claim as a whole. Because revised 
Step 2A does not evaluate whether an 
additional element is well-understood, 
routine, conventional activity, 
examiners are reminded that a claim 
that includes conventional elements 
may still integrate an exception into a 
practical application, thereby satisfying 
the subject matter eligibility 
requirement of Section 101.33 
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34 See, e.g., Diehr, 450 U.S. at 187 (‘‘Our earlier 
opinions lend support to our present conclusion 
that a claim drawn to subject matter otherwise 
statutory does not become nonstatutory simply 
because it uses a mathematical formula, computer 
program, or digital computer.’’); id. at 185 (‘‘Our 
conclusion regarding respondents’ claims is not 
altered by the fact that in several steps of the 
process a mathematical equation and a programmed 
digital computer are used.’’). 

35 See, e.g., Amdocs, 841 F.3d at 1300, 1303; 
BASCOM, 827 F.3d at 1349–52; DDR Holdings, 773 
F.3d at 1257–59. 

36 In accordance with existing guidance, an 
examiner’s conclusion that an additional element 
(or combination of elements) is well understood, 
routine, conventional activity must be supported 
with a factual determination. For more information 
concerning evaluation of well-understood, routine, 
conventional activity, see MPEP 2106.05(d), as 
modified by the USPTO Berkheimer Memorandum. 

37 Mayo, 566 U.S. at 82 (‘‘[S]imply appending 
conventional steps, specified at a high level of 
generality, to laws of nature, natural phenomena, 
and abstract ideas cannot make those laws, 
phenomena, and ideas patentable.’’); but see id. at 
85 (‘‘[T]he claimed process included not only a law 
of nature but also several unconventional steps 
(such as inserting the receptacle, applying heat to 
the receptacle externally, and blowing the air into 
the furnace) that confined the claims to a particular, 
useful application of the principle.’’ (discussing the 
old English case, Neilson v. Harford, Webster’s 
Patent Cases 295 (1841))). 

38 See supra note 34; see also OIP Techs., 788 
F.3d at 1363 (finding that gathering statistics 
generated based on customer testing for input to a 
pricing calculation ‘‘fail[s] to ‘transform’ the 
claimed abstract idea into a patent-eligible 
invention’’). 

39 Compare Flook, 437 U.S. at 585–86 (holding 
claimed method of updating alarm limits to be 
ineligible because: ‘‘In essence, the method consists 
of three steps: an initial step which merely 
measures the present value of the process variable 
(e.g., the temperature); an intermediate step which 
uses an algorithm to calculate an updated alarm- 
limit value; and a final step in which the actual 
alarm limit is adjusted to the updated value. The 
only difference between the conventional methods 
of changing alarm limits and that described in 
respondent’s application rests in the second step— 
the mathematical algorithm or formula.’’); with 
Exergen Corp. v. Kaz USA, Inc., 725 F. App’x 959, 

966 (Fed. Cir. 2018) (holding claimed body 
temperature detector to be eligible because: ‘‘Here, 
the patent is directed to the measurement of a 
natural phenomenon (core body temperature). Even 
if the concept of such measurement is directed to 
a natural phenomenon and is abstract at step one, 
the measurement method here was not 
conventional, routine, and well-understood. 
Following years and millions of dollars of testing 
and development, the inventor determined for the 
first time the coefficient representing the 
relationship between temporal-arterial temperature 
and core body temperature and incorporated that 
discovery into an unconventional method of 
temperature measurement.’’). 

40 Compare Berkheimer, 881 F.3d at 1370 
(holding independent claim 1 to be ineligible at 
Alice step 2: ‘‘The[ ] conventional limitations of 
claim 1, combined with limitations of analyzing 
and comparing data and reconciling differences 
between the data, fail to transform the abstract idea 
into a patent-eligible invention. The limitations 
amount to no more than performing the abstract 
idea of parsing and comparing data with 
conventional computer components’’) (internal 
quotation marks and citation omitted); with id. 
(concluding that dependent claims 4–7 may be 
eligible: ‘‘Claims 4–7, in contrast, contain 
limitations directed to the arguably unconventional 
inventive concept described in the specification. 
Claim 4 recites ‘storing a reconciled object structure 
in the archive without substantial redundancy.’ The 
specification states that storing object structures in 
the archive without substantial redundancy 
improves system operating efficiency and reduces 
storage costs. It also states that known asset 
management systems did not archive documents in 
this manner. Claim 5 depends on claim 4 and 
further recites ‘selectively editing an object 
structure, linked to other structures to thereby effect 
a one-to-many change in a plurality of archived 
items.’ The specification states one-to-many editing 
substantially reduces effort needed to update files 
because a single edit can update every document in 
the archive linked to that object structure. This one- 
to-many functionality is more than ‘editing data in 
a straightforward copy-and-paste fashion,’ as 
characterized by the district court. According to the 
specification, conventional digital asset 
management systems cannot perform one-to-many 
editing because they store documents with 
numerous instances of redundant elements, rather 
than eliminate redundancies through the storage of 
linked object structures. Claims 6–7 depend from 
claim 5 and accordingly contain the same 
limitations. These claims recite a specific method 
of archiving that, according to the specification, 
provides benefits that improve computer 
functionality. . . . [T]here is at least a genuine 
issue of material fact in light of the specification 
regarding whether claims 4–7 archive documents in 
an inventive manner that improves these aspects of 
the disclosed archival system.’’) (internal quotation 
marks and citations omitted). 

B. Step 2B: If the Claim Is Directed to 
a Judicial Exception, Evaluate Whether 
the Claim Provides an Inventive 
Concept 

It is possible that a claim that does not 
‘‘integrate’’ a recited judicial exception 
is nonetheless patent eligible. For 
example the claim may recite additional 
elements that render the claim patent 
eligible even though a judicial exception 
is recited in a separate claim element.34 
Along these lines, the Federal Circuit 
has held claims eligible at the second 
step of the Alice/Mayo test (USPTO Step 
2B) because the additional elements 
recited in the claims provided 
‘‘significantly more’’ than the recited 
judicial exception (e.g., because the 
additional elements were 
unconventional in combination).35 
Therefore, if a claim has been 
determined to be directed to a judicial 
exception under revised Step 2A, 
examiners should then evaluate the 
additional elements individually and in 
combination under Step 2B to 
determine whether they provide an 
inventive concept (i.e., whether the 
additional elements amount to 
significantly more than the exception 
itself). If the examiner determines that 
the element (or combination of 
elements) amounts to significantly more 
than the exception itself (Step 2B: YES), 
the claim is eligible, thereby concluding 
the eligibility analysis. If the examiner 
determines that the element and 
combination of elements does not 
amount to significantly more than the 
exception itself, the claim is ineligible 
(Step 2B: NO) and the examiner should 
reject the claim for lack of subject matter 
eligibility. 

While many considerations in Step 
2A need not be reevaluated in Step 2B, 
examiners should continue to consider 
in Step 2B whether an additional 
element or combination of elements: 

• Adds a specific limitation or 
combination of limitations that are not 
well-understood, routine, conventional 
activity in the field, which is indicative 
that an inventive concept may be 
present; or 

• simply appends well-understood, 
routine, conventional activities 
previously known to the industry, 

specified at a high level of generality, to 
the judicial exception, which is 
indicative that an inventive concept 
may not be present.36 

For this reason, if an examiner had 
previously concluded under revised 
Step 2A that, e.g., an additional element 
was insignificant extra-solution activity, 
they should reevaluate that conclusion 
in Step 2B. If such reevaluation 
indicates that the element is 
unconventional or otherwise more than 
what is well-understood, routine, 
conventional activity in the field, this 
finding may indicate that an inventive 
concept is present and that the claim is 
thus eligible.37 For example, when 
evaluating a claim reciting an abstract 
idea such as a mathematical equation 
and a series of data gathering steps that 
collect a necessary input for the 
equation, an examiner might consider 
the data gathering steps to be 
insignificant extra-solution activity in 
revised Step 2A, and therefore find that 
the judicial exception is not integrated 
into a practical application.38 However, 
when the examiner reconsiders the data 
gathering steps in Step 2B, the examiner 
could determine that the combination of 
steps gather data in an unconventional 
way and therefore include an ‘‘inventive 
concept,’’ rendering the claim eligible at 
Step 2B.39 Likewise, a claim that does 

not meaningfully integrate a judicial 
exception into a practical application of 
the exception sufficient to pass muster 
at Step 2A, may nonetheless include 
additional subject matter that is 
unconventional and thus an ‘‘inventive 
concept’’ at Step 2B.40 

C. Treating a Claim Limitation That 
Does Not Fall Within the Enumerated 
Groupings of Abstract Ideas as Reciting 
an Abstract Idea 

In the rare circumstance in which an 
examiner believes a claim limitation 
that does not fall within the enumerated 
groupings of abstract ideas should 
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41 Such justification may include, for example, an 
explanation of why the element contains subject 
matter that, per se, invokes eligibility concerns 
similar to those expressed by the Supreme Court 
with regard to the judicial exceptions. See supra 
note 5. 

42 Similarly, in the rare circumstance in which a 
panel of administrative patent judges (or panel 
majority) believes that a claim reciting a tentative 
abstract idea should be treated as reciting an 
abstract idea, the matter should be brought to the 
attention of the PTAB leadership by a written 
request for clearance. 

43 See MPEP 2103 et seq. and 2106(III). 

1 Section 4 of the Leahy-Smith America Invents 
Act (AIA) designated pre-AIA 35 U.S.C. 112, ¶ ¶ 1 
through 6, as 35 U.S.C. 112(a) through (f), effective 
as to applications filed on or after September 16, 
2012. See Public Law 112–29, 4(c), 125 Stat. 284, 
296 (2011). AIA 35 U.S.C. 112(a) and pre-AIA 35 
U.S.C. 112, ¶ 1 are collectively referred to in this 
notice as 35 U.S.C. 112(a); AIA 35 U.S.C. 112(b) and 
pre-AIA 35 U.S.C. 112, ¶ 2 are collectively referred 
to in this notice as 35 U.S.C. 112(b); and AIA 35 
U.S.C. 112(f) and pre-AIA 35 U.S.C. 112, ¶ 6 are 
collectively referred to in this notice as 35 U.S.C. 
112(f). 

nonetheless be treated as reciting an 
abstract idea (‘‘tentative abstract idea’’), 
the examiner should evaluate whether 
the claim as a whole integrates the 
recited tentative abstract idea into a 
practical application as explained in 
Section III.A.2. If the claim as a whole 
integrates the recited tentative abstract 
idea into a practical application, the 
claim is not directed to a judicial 
exception (Step 2A: NO) and is eligible 
(thus concluding the eligibility 
analysis). If the claim as a whole does 
not integrate the recited tentative 
abstract idea into a practical 
application, then the examiner should 
evaluate the additional elements 
individually and in combination to 
determine whether they provide an 
inventive concept as explained in 
Section III.B. If an additional element or 
combination of additional elements 
provides an inventive concept as 
explained in Section III.B (Step 2B: 
YES), the claim is eligible (thus 
concluding the eligibility analysis). If 
the additional element or combination 
of additional elements does not provide 
an inventive concept as explained in 
Section III.B (Step 2B: NO), the 
examiner should bring the application 
to the attention of the Technology 
Center Director. Any rejection in which 
a claim limitation, which does not fall 
within the enumerated abstract ideas 
(tentative abstract idea), is nonetheless 
treated as reciting an abstract idea must 
be approved by the Technology Center 
Director (which approval will be 
indicated in the file record of the 
application), and must provide a 
justification 41 for why such claim 
limitation is being treated as reciting an 
abstract idea.42 

D. Compact Prosecution 
Regardless of whether a rejection 

under 35 U.S.C. 101 is made, a complete 
examination should be made for every 
claim under each of the other 
patentability requirements: 35 U.S.C. 
102, 103, 112, and 101 (utility, 
inventorship and double patenting) and 
non-statutory double patenting.43 
Compact prosecution, however, does 
not mandate that the patentability 

requirements be analyzed in any 
particular order. 

Dated: December 20, 2018. 
Andrei Iancu, 
Under Secretary of Commerce for Intellectual 
Property and Director of the United States 
Patent and Trademark Office. 
[FR Doc. 2018–28282 Filed 1–4–19; 8:45 am] 

BILLING CODE 3510–16–P 

DEPARTMENT OF COMMERCE 

United States Patent and Trademark 
Office 

[Docket No. PTO–P–2018–0059] 

Examining Computer-Implemented 
Functional Claim Limitations for 
Compliance With 35 U.S.C. 112 

AGENCY: United States Patent and 
Trademark Office, Commerce. 
ACTION: Examination guidance; request 
for comments. 

SUMMARY: This guidance will assist 
United States Patent and Trademark 
Office (USPTO) personnel in the 
examination of claims in patent 
applications that contain functional 
language, particularly patent 
applications where functional language 
is used to claim computer-implemented 
inventions. Part I of this guidance 
addresses issues related to the 
examination of computer-implemented 
functional claims having means-plus- 
function limitations. Part II of this 
guidance addresses written description 
and enablement issues related to the 
examination of computer-implemented 
functional claims that recite only the 
idea of a solution or outcome to a 
problem but fail to recite details of how 
the solution or outcome is 
accomplished. 

DATES:
Applicable Date: The Computer- 

Implemented Functional Claim 
Limitations Guidance is effective on 
January 7, 2019. The Computer- 
Implemented Functional Claim 
Limitations Guidance applies to all 
applications, and to all patents resulting 
from applications, filed before, on or 
after January 7, 2019. 

Comment Deadline Date: Written 
comments must be received on or before 
March 8, 2019. 
ADDRESSES: Comments must be sent by 
electronic mail message over the 
internet addressed to: 
112Guidance2019@uspto.gov. 

Electronic comments submitted in 
plain text are preferred, but also may be 
submitted in ADOBE® portable 
document format or MICROSOFT 

WORD® format. Comments not 
submitted electronically should be 
submitted on paper in a format that 
facilitates convenient digital scanning 
into ADOBE® portable document 
format. The comments will be available 
for viewing via the USPTO’s internet 
website (http://www.uspto.gov). Because 
comments will be made available for 
public inspection, information that the 
submitter does not desire to make 
public, such as an address or phone 
number, should not be included in the 
comments. 
FOR FURTHER INFORMATION CONTACT: 
Nicole D. Haines, Senior Legal Advisor, 
at 571–272–7717 or Jeffrey R. West, 
Senior Legal Advisor, at 571–272–2226, 
both with the Office of Patent Legal 
Administration. 
SUPPLEMENTARY INFORMATION: The patent 
examination process must ensure that: 
(1) The claims of an application have 
proper written description and 
enablement support under 35 U.S.C. 
112(a) 1 in the disclosure of the 
application, and (2) functional 
limitations (i.e., claim limitations that 
define an element in terms of the 
function it performs without reciting the 
structure, materials, or acts that perform 
the function) are properly treated as 
means (or step) plus function 
limitations under 35 U.S.C. 112(f), and 
are sufficiently definite under 35 U.S.C. 
112(b), as appropriate. These 
requirements are particularly relevant to 
computer-implemented functional 
claims. 

The U.S. Court of Appeals for the 
Federal Circuit (‘‘Federal Circuit’’) has 
recognized a problem with broad 
functional claiming without adequate 
structural support in the specification. 
Williamson v. Citrix Online, LLC, 792 
F.3d 1339, 1349 (Fed. Cir. 2015) (en 
banc) (overruling the Federal Circuit’s 
previous application of a ‘‘strong’’ 
presumption that claim limitations 
lacking the word ‘‘means’’ are not 
subject to § 112(f) to address the 
resulting ‘‘proliferation of functional 
claiming untethered to [§ 112(f)] and 
free of the strictures set forth in the 
statute’’); Function Media, LLC v. 
Google, Inc., 708 F.3d 1310, 1319 (Fed. 
Cir. 2013) (‘‘ ‘Section [112(f)] is intended 
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NYIPLA Day of Dinner Luncheon CLE Panel 

March 22, 2019 

Written Materials 

 

THE CURRENT STATE OF INNOVATION WITHIN THE U.S. LEGAL SYSTEM – 

VIEWS ON EVOLVING PROTECTION FOR INTELLECTUAL PROPERTY RIGHTS 

IN THE UNITED STATES FROM THE USPTO AND THE COURTS 

 

Remarks: 

Andrei Iancu, Under Secretary of Commerce for Intellectual Property and Director, United 

States Patent and Trademark Office 

 

Panelists: 

Honorable Raymond T. Chen, Circuit Judge, United States Court of Appeals for the Federal 

Circuit 

Honorable Ruben Castillo, Chief Judge, United States District Court for the Northern District 

of Illinois 

Honorable Richard G. Andrews, Judge, United States District Court for the District of 

Delaware 

 

Moderator:  

Annemarie Hassett, NYIPLA Immediate Past President 

 

I. USPTO Guidance 

• 2019 Revised Patent Subject Matter Eligibility Guidance, 84 Fed. Reg. 50-57 (January 7, 

2019)  

 

II. Recent Case Law and Local Patent Rules Updates 

• Recent Patent Litigation Statistics and Trends (see slides) 

• Local Patent Rules 

o Local Rules of Civil Practice and Procedure of the United States District Court for 

the District of Delaware (Amended Effective August 1, 2016) 

o United States District Court for the Northern District of Illinois, Local Patent 

Rules 

• Section 101 

o Life Science Technologies 

▪ Ariosa Diagnostics, Inc. v. Sequenom, Inc., 788 F. 3d 1371 (Fed. Cir. 

2015) 

▪ Rapid Litigation Management Ltd. v. CellzDirect, Inc., 827 F.3d 1042 

(Fed. Cir. 2016) 

o On Pleadings or On Summary Judgement 

▪ Berkheimer v. HP Inc., 881 F.3d 1360 (Fed. Cir. 2018) 

▪ Aatrix Software, Inc. v. Green Shades Software, Inc., 882 F.3d 1121 (Fed. 

Cir. 2018) 

• Damages 



o Assessment of Damages: Entire Market Value Rule vs. Smallest Salable Patent-

Practicing Unit 

▪ Finjan v. Blue Coat Systems, Inc., 879 F.3d 1299 (Fed. Cir. 2018) 

▪ Exmark Manufacturing Co. Inc. v. Briggs & Stratton Power Products 

Group, LLC, 879 F.3d 1332 (Fed. Cir. 2018) 

▪ Power Integrations, Inc. v. Fairchild Semiconductor Int’l, Inc., Nos. 2016-

2691 & 2017-1875, 2018 WL 4501536 (Fed. Cir. July 3, 2018, modified 

Sept. 20, 2018 

o Assessment of Reasonable Royalty Damages 

▪ ResQNet. com, Inc. v. Lansa, Inc., 594 F. 3d 860 (Fed. Cir. 2012) 

▪ LaserDynamics, Inc. v. Quanta Computer, Inc., 694 F. 3d 51 (Fed. Cir. 

2012) 

o Damages from Activities Outside of the United States: 

▪ WesternGeco LLC v Ion Geophysical Corp., 138 S.Ct. 2129 (2018) 

• Venue Update 

o TC Heartland v Kraft Food Group Brands LLC, 137 S.Ct. 1514 (2017) 

o BillingNetwork Patent Inc., v. Modernizing Medicine Inc., Dkt. No. 17C5636, 

Memorandum and Opinion Order (N.D. Il. Nov. 6, 2017) 

• Inter Partes Review Proceedings 

o SAS Inst., Inc. v. Iancu, 138 S. Ct. 1348 (2018) 
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MOORE, Circuit Judge. 
Steven E. Berkheimer appeals the United States Dis-

trict Court for the Northern District of Illinois’ summary 
judgment holding claims 1–7 and 9 of U.S. Patent 
No. 7,447,713 (’713 patent) invalid as ineligible under 
35 U.S.C. § 101.  Mr. Berkheimer also appeals the district 
court’s decision holding claims 10–19 of the ’713 patent 
invalid for indefiniteness.  For the reasons discussed 
below, we affirm-in-part, vacate-in-part, and remand for 
further proceedings. 

BACKGROUND 
The ’713 patent relates to digitally processing and ar-

chiving files in a digital asset management system.  ’713 
patent at 1:11–12.  The system parses files into multiple 
objects and tags the objects to create relationships be-
tween them.  Id. at 1:13–18, 16:26–36.  These objects are 
analyzed and compared, either manually or automatical-
ly, to archived objects to determine whether variations 
exist based on predetermined standards and rules.  Id. at 
13:14–20, 16:37–51.  This system eliminates redundant 
storage of common text and graphical elements, which 
improves system operating efficiency and reduces storage 
costs.  Id. at 2:53–55, 16:52–54.  The relationships be-
tween the objects within the archive allow a user to “carry 
out a one-to-many editing process of object-oriented data,” 
in which a change to one object carries over to all archived 
documents containing the same object.  Id. at 15:65–16:2, 
16:52–60. 

Mr. Berkheimer sued HP Inc. in the Northern District 
of Illinois, alleging infringement of claims 1–7 and 9–19 of 
the ’713 patent.  Following a Markman hearing, the 
district court concluded that the term “archive exhibits 
minimal redundancy” in claim 10 is indefinite and ren-
ders claim 10 and its dependents invalid.  HP moved for 
summary judgment that claims 1–7 and 9 are patent 
ineligible under 35 U.S.C. § 101, and the district court 
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granted the motion.  Mr. Berkheimer appeals.  We have 
jurisdiction under 28 U.S.C. § 1295(a)(1). 

DISCUSSION 
I.  Indefiniteness 

We review indefiniteness determinations de novo ex-
cept for necessary subsidiary fact findings, which we 
review for clear error.  Cox Commc’ns v. Sprint Commc’n 
Co., 838 F.3d 1224, 1228 (Fed. Cir. 2016).  Under 
35 U.S.C. § 112, patent claims must “particularly point[] 
out and distinctly claim[] the subject matter” regarded as 
the invention.  A lack of definiteness renders the claims 
invalid.  Nautilus, Inc. v. Biosig Instruments, Inc., 
134 S. Ct. 2120, 2125 (2014).  Claims, viewed in light of 
the specification and prosecution history, must “inform 
those skilled in the art about the scope of the invention 
with reasonable certainty.”  Id. at 2129; see Interval 
Licensing LLC v. AOL, Inc., 766 F.3d 1364, 1371 (Fed. 
Cir. 2014) (“The claims, when read in light of the specifi-
cation and the prosecution history, must provide objective 
boundaries for those of skill in the art.”).  This standard 
“mandates clarity, while recognizing that absolute preci-
sion is unattainable.”  Nautilus, 134 S. Ct. at 2129.  
“Claim language employing terms of degree has long been 
found definite where it provided enough certainty to one 
of skill in the art when read in the context of the inven-
tion.”  Interval Licensing, 766 F.3d at 1370. 

The district court analyzed the term “archive exhibits 
minimal redundancy” in claim 10 and determined that 
the intrinsic evidence “leaves a person skilled in the art 
with a highly subjective meaning of ‘minimal redundan-
cy.’”  Berkheimer v. Hewlett-Packard Co., 2015 WL 
4999954, at *9–10 (N.D. Ill. Aug. 21, 2015).  It relied on 
the declaration of HP’s expert, Dr. Schonfeld, to find that 
an ordinarily skilled artisan would not have known what 
the term “minimal redundancy” meant in claim 10.  Id. at 
*10.  We hold that the district court’s subsidiary factual 
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finding based on Dr. Schonfeld’s declaration was not 
clearly erroneous and affirm its indefiniteness determina-
tion for claims 10–19. 

We look first to the language of the claim to determine 
whether the meaning of “minimal redundancy” is reason-
ably clear.  Claim 10 recites “a storage medium, and a set 
of executable instructions for establishing an archive of 
documents represented by linked object oriented elements 
stored in the medium, wherein the archive exhibits mini-
mal redundancy with at least some elements linked to 
pluralities of the elements.”  Claims 11–19 depend from 
claim 10 and therefore include the same limitation.  This 
claim language is not reasonably clear as to what level of 
redundancy in the archive is acceptable. 

The specification uses inconsistent terminology to de-
scribe the level of redundancy that the system achieves.  
For example, it describes “minimiz[ing] redundant ob-
jects,” ’713 patent at 16:50–51, “eliminating redundancy,” 
id. at 16:52, and “reducing redundancies,” id. at 15:18–19.  
The only example included in the specification is an 
archive that exhibits no redundancy.  ’713 patent at 13:5–
13.  The claim language, however, does not require elimi-
nation of all redundancies from the archive.  For example, 
the specification discloses providing users with “user 
interfaces and tools for examining and choosing the 
elimination of document and document element redun-
dancies.”  Id. at 6:60–65 (emphasis added).  Indeed, 
Mr. Berkheimer acknowledges that “the invention at-
tempts to minimize redundancy but may not in all cases 
achieve absolute [elimination of] redundancy.”  Appellant 
Br. at 64.  The specification contains no point of compari-
son for skilled artisans to determine an objective bounda-
ry of “minimal” when the archive includes some 
redundancies.  Sonix Tech. Co., Ltd. v. Publ’ns Int’l, Ltd., 
844 F.3d 1370, 1379 (Fed. Cir. 2017) (holding that specific 
examples in the specification provided “points of compari-
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son” that helped form an objective standard of the claim’s 
scope). 

The prosecution history does not add clarity.  In re-
sponse to an indefiniteness rejection during prosecution, 
Mr. Berkheimer explained that the claim “desires to 
eliminate redundancy” but includes the word “minimal” 
because “to eliminate all redundancy in the field of the 
claimed invention is not likely.”  J.A. 656.  This does not 
explain how much redundancy is permitted. 

In light of the lack of objective boundary or specific 
examples of what constitutes “minimal” in the claims, 
specification, and prosecution history, the district court 
properly considered and relied on extrinsic evidence.  
Relying on the specification’s lack of explanation and 
specific examples of this term, HP’s expert Dr. Schonfeld 
opined that the patent does not inform a skilled artisan of 
the meaning of “archive exhibits minimal redundancy” 
with reasonable certainty.  Mr. Berkheimer did not pro-
vide the court with expert testimony of his own.  While 
Dr. Schonfeld’s explanation for his opinion was brief, it 
was not clear error for the district court to find that a 
skilled artisan would not have known the meaning of 
“minimal redundancy” with reasonable certainty. 

Mr. Berkheimer’s argument that “the archive” pro-
vides an objective baseline to measure what exhibits 
“minimal redundancy” misses the point.  He is correct 
that it is “the archive” that must exhibit “minimal redun-
dancy,” but the issue is not what must exhibit minimal 
redundancy, but rather how much is minimal.  
Mr. Berkheimer’s only arguments on this point are that 
terms of degree are not required to have an objective 
boundary and a contrary holding would invalidate a large 
swath of patents relying on terms of degree such as “min-
imal” or “substantial.”  Our case law is clear that the 
objective boundaries requirement applies to terms of 
degree.  In Sonix, we held that the term “visually negligi-
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ble” had an objective baseline to interpret the claims.  
844 F.3d at 1378.  In Interval Licensing, we held that the 
phrase “unobtrusive manner” lacked objective boundaries.  
766 F.3d at 1371.  We do not hold that all terms of degree 
are indefinite.  We only hold that the term “minimal 
redundancy” is indefinite in light of the evidence in this 
case. 

Accordingly, we affirm the district court’s determina-
tion that claims 10–19 are invalid as indefinite. 

II.  Patent Eligibility 
In patent appeals, we apply the law of the regional 

circuit, here the Seventh Circuit, to issues not unique to 
patent law.  AbbVie Deutschland GmbH & Co., KG v. 
Janssen Biotech, Inc., 759 F.3d 1285, 1295 (Fed. Cir. 
2014).  The Seventh Circuit reviews a grant of summary 
judgment de novo, drawing all reasonable inferences in 
the light most favorable to the non-movant.  Arnett v. 
Webster, 658 F.3d 742, 757 (7th Cir. 2011).  Summary 
judgment is appropriate when “there is no genuine dis-
pute as to any material fact and the movant is entitled to 
judgment as a matter of law.”  FED. R. CIV. P. 56(a).  
Patent eligibility under 35 U.S.C. § 101 is ultimately an 
issue of law we review de novo.  Intellectual Ventures I 
LLC v. Capital One Fin. Corp., 850 F.3d 1332, 1338 (Fed. 
Cir. 2017).  The patent eligibility inquiry may contain 
underlying issues of fact.  Mortg. Grader, Inc. v. First 
Choice Loan Servs. Inc., 811 F.3d 1314, 1325 (Fed. Cir. 
2016). 

First, we address whether Mr. Berkheimer waived his 
ability to argue that the dependent claims are separately 
patent eligible.  Courts may treat a claim as representa-
tive in certain situations, such as if the patentee does not 
present any meaningful argument for the distinctive 
significance of any claim limitations not found in the 
representative claim or if the parties agree to treat a 
claim as representative.  Elec. Power Grp., LLC v. Alstom 
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S.A., 830 F.3d 1350, 1352 (Fed. Cir. 2016); Intellectual 
Ventures I LLC v. Symantec Corp., 838 F.3d 1307, 1316 & 
n.9 (Fed. Cir. 2016).  Because Mr. Berkheimer maintained 
that limitations included in dependent claims 4–7 bear on 
patent eligibility and never agreed to make claim 1 repre-
sentative, we hold that arguments going specifically to 
claims 4–7 are properly preserved on appeal. 

Mr. Berkheimer never agreed to make claim 1 repre-
sentative.  In his opposition brief to HP’s motion for 
summary judgment, he argued that claim 1 is not repre-
sentative of the limitations found in the dependent 
claims.  J.A. 1280.  In particular, he argued that limita-
tions in claim 5 drawn to effecting a one-to-many change 
add inventive concepts.  Id.  Other portions of his brief 
below argued that reducing redundancy and enabling one-
to-many editing are patent eligible concepts.  See, e.g., 
J.A. 1278 (“The innovative aspects of the claims improve 
computerized digital asset and content management 
systems by enabling control of object and object relation-
ship integrity, reducing redundancy, [and] linking objects 
to enable one to many editing . . . .  Such improvements to 
computer functionality are precisely the kind of improve-
ments that have been found patent eligible under Alice.” 
(internal citations omitted)).  Because claim 1 does not 
recite reducing redundancy or enabling one-to-many 
editing, we interpret these arguments as applying to 
dependent claims 4–7, which include these limitations.  
Mr. Berkheimer makes these same arguments to us on 
appeal. 

The district court stated that it was treating claim 1 
as representative because claim 1 is the only asserted 
independent claim and Mr. Berkheimer focused “all of his 
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primary arguments” on claim 1.1  Berkheimer v. Hewlett-
Packard Co., 224 F. Supp. 3d 635, 643 n.6 (N.D. Ill. Dec. 
12, 2016).  Neither rationale justifies treating claim 1 as 
representative.  A claim is not representative simply 
because it is an independent claim.  Indeed, 
Mr. Berkheimer advanced meaningful arguments regard-
ing limitations found only in the dependent claims.  In 
acknowledging that Mr. Berkheimer focused his “primary 
arguments” on claim 1, the district court necessarily 
recognized that he raised arguments regarding the de-
pendent claims.  Thus, Mr. Berkheimer’s separate argu-
ments regarding claims 4–7 are not waived. 

Turning to the merits of the § 101 inquiry, anyone 
who “invents or discovers any new and useful process, 
machine, manufacture, or composition of matter, or any 
new and useful improvement thereof” may obtain a pa-
tent.  35 U.S.C. § 101.  Because patent protection does not 
extend to claims that monopolize the “building blocks of 
human ingenuity,” claims directed to laws of nature, 
natural phenomena, and abstract ideas are not patent 
eligible.  Alice Corp. Pty. Ltd. v. CLS Bank Int’l, 134 S. Ct. 
2347, 2354 (2014).  The Supreme Court instructs courts to 
distinguish between claims that claim patent ineligible 
subject matter and those that “integrate the building 
blocks into something more.”  Id.  “First, we determine 
whether the claims at issue are directed to” a patent-
ineligible concept.  Id. at 2355.  If so, “we consider the 
elements of each claim both individually and ‘as an or-
dered combination’ to determine whether the additional 
elements ‘transform the nature of the claim’ into a patent-
eligible application.”  Id. (quoting Mayo Collaborative 

                                            
1 Though the district court stated it was treating 

claim 1 as representative, it separately analyzed the 
dependent claims. 
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Servs. v. Prometheus Labs., Inc., 566 U.S. 66, 78–79 
(2012)). 

Independent claim 1 recites: 
1.  A method of archiving an item in a computer 
processing system comprising: 

presenting the item to a parser; 
parsing the item into a plurality of multi-
part object structures wherein portions of 
the structures have searchable infor-
mation tags associated therewith; 
evaluating the object structures in accord-
ance with object structures previously 
stored in an archive; 
presenting an evaluated object structure 
for manual reconciliation at least where 
there is a predetermined variance between 
the object and at least one of a predeter-
mined standard and a user defined rule. 

The district court construed “parser” as “a program 
that dissects and converts source code into object code” 
and “parsing” as using such a program.  J.A. 47.  It con-
strued “evaluating the object structures in accordance 
with object structures previously stored in an archive” as 
“analyzing the plurality of multi-part object structures 
obtained by parsing and comparing it with object struc-
tures previously stored in the archive to determine if 
there is variance between the object and at least one of a 
predetermined standard and a user defined rule.”  Id.  
These constructions are not challenged on appeal. 

At Alice step one, we must “determine whether the 
claims at issue are directed to a patent-ineligible concept.”  
Alice, 134 S. Ct. at 2355.  The district court held claim 1 is 
directed to the abstract idea of “using a generic computer 
to collect, organize, compare, and present data for recon-



                                             BERKHEIMER v. HP INC. 10 

ciliation prior to archiving.”  Berkheimer, 224 F. Supp. 3d 
at 644.  Mr. Berkheimer argues the district court charac-
terized the invention too broadly and simplistically, 
ignoring the core features of the claims.  We hold that 
claims 1–3 and 9 are directed to the abstract idea of 
parsing and comparing data; claim 4 is directed to the 
abstract idea of parsing, comparing, and storing data; and 
claims 5–7 are directed to the abstract idea of parsing, 
comparing, storing, and editing data. 

These claims are similar to claims we held directed to 
an abstract idea in prior cases.  See, e.g., In re TLI 
Commc’ns LLC Patent Litig., 823 F.3d 607, 613 (Fed. Cir. 
2016); Content Extraction & Transmission LLC v. Wells 
Fargo Bank, Nat’l Ass’n, 776 F.3d 1343, 1347 (Fed. Cir. 
2014).  In Content Extraction, the claims at issue general-
ly recited “a method of 1) extracting data from hard copy 
documents using an automated digitizing unit such as a 
scanner, 2) recognizing specific information from the 
extracted data, and 3) storing that information in a 
memory.”  776 F.3d at 1345.  We held those claims were 
directed to the abstract idea of “1) collecting data, 2) 
recognizing certain data within the collected data set, and 
3) storing that recognized data in a memory.”  Id. at 1347.  
Similarly, in TLI, the claims recited a “method for record-
ing and administering digital images,” which involved 
“recording images using a digital pick up unit in a tele-
phone unit,” digitally storing them, transmitting the 
digital images and classification information to a server, 
and storing the digital images in the server based on the 
classification information.  823 F.3d at 610.  We held the 
claim at issue used only conventional computer compo-
nents to implement the abstract idea of “classifying and 
storing digital images in an organized manner.”  Id. at 
613.  Here, the specification explains that the parser 
“determines and extracts components of the standardized 
document or item representation” and reassembles the 
components “into composite output files.”  ’713 patent at 
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3:61–4:17.  Even though the parser separates the docu-
ments or items into smaller components than the claims 
determined to be abstract in Content Extraction and TLI, 
the concept is the same.  The parsing and comparing of 
claims 1–3 and 9 are similar to the collecting and recog-
nizing of Content Extraction, 776 F.3d at 1347, and the 
classifying in an organized manner of TLI, 823 F.3d at 
613.  Claim 4 adds the abstract concept of storing, and 
claims 5–7 add the abstract concept of editing. 

Mr. Berkheimer argues that the claims are not ab-
stract because the “parsing” limitation roots the claims in 
technology and transforms the data structure from source 
code to object code.  Limiting the invention to a technolog-
ical environment does “not make an abstract concept any 
less abstract under step one.”  Intellectual Ventures I, 
850 F.3d at 1340.  That the parser transforms data from 
source to object code does not demonstrate non-
abstractness without evidence that this transformation 
improves computer functionality in some way.  See Visual 
Memory LLC v. NVIDIA Corp., 867 F.3d 1253, 1258 (Fed. 
Cir. 2017) (“[W]e must . . . ask whether the claims are 
directed to an improvement to computer functionality 
versus being directed to an abstract idea.” (internal 
quotations omitted)); Enfish, LLC v. Microsoft Corp., 
822 F.3d 1327, 1335–36 (Fed. Cir. 2016) (“[T]he first step 
in the Alice inquiry in this case asks whether the focus of 
the claims [was] on the specific asserted improvement in 
computer capabilities . . . or, instead, on a process that 
qualifies as an ‘abstract idea’ for which computers are 
invoked merely as a tool.”).  No such evidence exists on 
this record.  Indeed, Mr. Berkheimer admitted that 
parsers had existed for years prior to his patent.  
J.A. 1106.  Because the claims are directed to an abstract 
idea, we proceed to the second step of the Alice inquiry. 

At step two, we “consider the elements of each claim 
both individually and ‘as an ordered combination’ to 
determine whether the additional elements ‘transform the 
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nature of the claim’ into a patent eligible application.”  
Alice, 134 S. Ct. at 2355 (quoting Mayo, 566 U.S. at 78–
79).  The second step of the Alice test is satisfied when the 
claim limitations “involve more than performance of ‘well-
understood, routine, [and] conventional activities previ-
ously known to the industry.’”  Content Extraction, 
776 F.3d at 1347–48 (quoting Alice, 134 S. Ct. at 2359). 

The question of whether a claim element or combina-
tion of elements is well-understood, routine and conven-
tional to a skilled artisan in the relevant field is a 
question of fact.  Any fact, such as this one, that is perti-
nent to the invalidity conclusion must be proven by clear 
and convincing evidence.  See Microsoft Corp. v. i4i Ltd. 
P’ship, 564 U.S. 91, 95 (2011).  Like indefiniteness, ena-
blement, or obviousness, whether a claim recites patent 
eligible subject matter is a question of law which may 
contain underlying facts.  Akzo Nobel Coatings, Inc. v. 
Dow Chem. Co., 811 F.3d 1334, 1343 (Fed. Cir. 2016) 
(“Indefiniteness is a question of law that we review de 
novo, [] subject to a determination of underlying facts.”); 
Alcon Research Ltd. v. Barr Labs., Inc., 745 F.3d 1180, 
1188 (Fed. Cir. 2014) (“Whether a claim satisfies the 
enablement requirement of 35 U.S.C. § 112 is a question 
of law that we review without deference, although the 
determination may be based on underlying factual find-
ings, which we review for clear error.”); Apple Inc. v. 
Samsung Elecs. Co., Ltd., 839 F.3d 1034, 1047 (Fed. Cir. 
2016) (en banc) (“Obviousness is a question of law based 
on underlying facts.”).  We have previously stated that 
“[t]he § 101 inquiry ‘may contain underlying factual 
issues.’”  Mortg. Grader, 811 F.3d at 1325 (emphasis in 
original) (quoting Accenture Global Servs., GmbH v. 
Guidewire Software, Inc., 728 F.3d 1336, 1341 (Fed. Cir. 
2013)).  And the Supreme Court recognized that in mak-
ing the § 101 determination, the inquiry “might some-
times overlap” with other fact-intensive inquiries like 
novelty under § 102.  Mayo, 566 U.S. at 90. 
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As our cases demonstrate, not every § 101 determina-
tion contains genuine disputes over the underlying facts 
material to the § 101 inquiry.  See, e.g., Content Extrac-
tion, 776 F.3d at 1349 (patent owner conceded the argued 
inventive concept “was a routine function of scanning 
technology at the time the claims were filed”); Intellectual 
Ventures I LLC v. Capital One Bank (USA), 792 F.3d 
1363, 1370 (Fed. Cir. 2015) (patent owner argued an 
“interactive interface” is “a specific application of the 
abstract idea that provides an inventive concept” and did 
not dispute that the computer interface was generic). 
Whether a claim recites patent eligible subject matter is a 
question of law which may contain disputes over underly-
ing facts.  Patent eligibility has in many cases been re-
solved on motions to dismiss or summary judgment.  
Nothing in this decision should be viewed as casting 
doubt on the propriety of those cases. When there is no 
genuine issue of material fact regarding whether the 
claim element or claimed combination is well-understood, 
routine, conventional to a skilled artisan in the relevant 
field, this issue can be decided on summary judgment as a 
matter of law. 

Here, the district court concluded that the claims do 
not contain an inventive concept under Alice step two 
because they describe “steps that employ only ‘well-
understood, routine, and conventional’ computer func-
tions” and are claimed “at a relatively high level of gener-
ality.”  Berkheimer, 224 F. Supp. 3d at 647–48 (quoting 
Content Extraction, 776 F.3d at 1348).  Mr. Berkheimer 
argues portions of the specification referring to reducing 
redundancy and enabling one-to-many editing contradict 
the district court’s finding that the claims describe well-
understood, routine, and conventional activities.  He 
argues, both below and on appeal, that summary judg-
ment is improper because whether the claimed invention 
is well-understood, routine, and conventional is an under-
lying fact question for which HP offered no evidence. 
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While patent eligibility is ultimately a question of 
law, the district court erred in concluding there are no 
underlying factual questions to the § 101 inquiry.  Id. at 
642.  Whether something is well-understood, routine, and 
conventional to a skilled artisan at the time of the patent 
is a factual determination.  Whether a particular technol-
ogy is well-understood, routine, and conventional goes 
beyond what was simply known in the prior art.  The 
mere fact that something is disclosed in a piece of prior 
art, for example, does not mean it was well-understood, 
routine, and conventional. 

Mr. Berkheimer argues that the claimed combination 
improves computer functionality through the elimination 
of redundancy and the one-to-many editing feature, which 
provides inventive concepts.  The specification of the ’713 
patent discusses the state of the art at the time the patent 
was filed and the purported improvements of the inven-
tion.  Conventional digital asset management systems at 
the time included “numerous documents containing 
multiple instances of redundant document elements.”  
’713 patent at 1:24–27.  This redundancy in conventional 
systems led to “inefficiencies and increased costs.”  Id. at 
2:22–26.  The specification explains that the claimed 
improvement increases efficiency and computer function-
ality over the prior art systems: 

By eliminating redundancy in the archive 14, sys-
tem operating efficiency will be improved, storage 
costs will be reduced and a one-to-many editing 
process can be implemented wherein a singular 
linked object, common to many documents or files, 
can be edited once and have the consequence of 
the editing process propagate through all of the 
linked documents and files.  The one-to-many ed-
iting capability substantially reduces effort need-
ed to up-date files which represent packages or 
packaging manuals or the like as would be under-
stood by those of skill in the art. 
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Id. at 16:52–60. 
The specification describes an inventive feature that 

stores parsed data in a purportedly unconventional man-
ner.  This eliminates redundancies, improves system 
efficiency, reduces storage requirements, and enables a 
single edit to a stored object to propagate throughout all 
documents linked to that object.  Id.  The improvements 
in the specification, to the extent they are captured in the 
claims, create a factual dispute regarding whether the 
invention describes well-understood, routine, and conven-
tional activities, see Content Extraction, 776 F.3d at 1347–
48, so we must analyze the asserted claims and determine 
whether they capture these improvements, Alice, 
134 S. Ct. at 2357. 

The parties dispute whether these improvements to 
computer functionality are captured in the claims.  See 
Appellant Br. at 42; Appellee Br. at 39–40, 43–44.  We 
conclude that claim 1 does not recite an inventive concept 
sufficient to transform the abstract idea into a patent 
eligible application.  Claim 1 recites a method of archiving 
including parsing data, analyzing and comparing the data 
to previously stored data, and presenting the data for 
reconciliation when there is a variance.  It does not in-
clude limitations which incorporate eliminating redun-
dancy of stored object structures or effecting a one-to-
many change of linked documents within an archive.  It 
does not even require the storage of data after it is pre-
sented for manual reconciliation.  Thus, it does not recite 
any of the purportedly unconventional activities disclosed 
in the specification.  Mr. Berkheimer does not advance 
any separate arguments regarding claims 2–3 and 9.  
Even considering these claims separately, they recite 
patent ineligible subject matter for the same reason. 

Mr. Berkheimer argues that claim 1 recites an im-
provement to computer functionality and digital asset 
management systems.  Mr. Berkheimer, however, admit-
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ted that parsers and the functions they perform existed 
for years before his patent.  J.A. 1106.  These convention-
al limitations of claim 1, combined with limitations of 
analyzing and comparing data and reconciling differences 
between the data, “fail to transform th[e] abstract idea 
into a patent-eligible invention.”  Alice, 134 S. Ct. at 1357.  
The limitations amount to no more than performing the 
abstract idea of parsing and comparing data with conven-
tional computer components.  Because claims 1–3 and 9 
do not capture the purportedly inventive concepts, we 
hold that claims 1–3 and 9 are ineligible. 

Claims 4–7, in contrast, contain limitations directed 
to the arguably unconventional inventive concept de-
scribed in the specification.  Claim 4 recites “storing a 
reconciled object structure in the archive without sub-
stantial redundancy.”  The specification states that stor-
ing object structures in the archive without substantial 
redundancy improves system operating efficiency and 
reduces storage costs.  ’713 patent at 16:52–58.  It also 
states that known asset management systems did not 
archive documents in this manner.  Id. at 2:22–26.  Claim 
5 depends on claim 4 and further recites “selectively 
editing an object structure, linked to other structures to 
thereby effect a one-to-many change in a plurality of 
archived items.”  The specification states one-to-many 
editing substantially reduces effort needed to update files 
because a single edit can update every document in the 
archive linked to that object structure.  Id at 16:58–60.  
This one-to-many functionality is more than “editing data 
in a straightforward copy-and-paste fashion,” as charac-
terized by the district court.  Berkheimer, 224 F. Supp. 3d 
at 645.  According to the specification, conventional 
digital asset management systems cannot perform one-to-
many editing because they store documents with numer-
ous instances of redundant elements, rather than elimi-
nate redundancies through the storage of linked object 
structures.  ’713 patent at 1:22–55, 4:4–9, 16:52–60.  
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Claims 6–7 depend from claim 5 and accordingly contain 
the same limitations.  These claims recite a specific 
method of archiving that, according to the specification, 
provides benefits that improve computer functionality. 

HP argues that redundancy and efficiency are consid-
erations in any archival system, including paper-based 
systems.  The district court agreed.  Berkheimer, 
224 F. Supp. 3d at 647.  At this stage of the case, however, 
there is at least a genuine issue of material fact in light of 
the specification regarding whether claims 4–7 archive 
documents in an inventive manner that improves these 
aspects of the disclosed archival system.  Whether claims 
4–7 perform well-understood, routine, and conventional 
activities to a skilled artisan is a genuine issue of materi-
al fact making summary judgment inappropriate with 
respect to these claims. 

We do not decide today that claims 4–7 are patent eli-
gible under § 101.  We only decide that on this record 
summary judgment was improper, given the fact ques-
tions created by the specification’s disclosure. 

CONCLUSION 
For the foregoing reasons, we affirm the district 

court’s decision that claims 10–19 of the ’713 patent are 
invalid as indefinite and its grant of summary judgment 
that claims 1–3 and 9 of the ’713 patent are ineligible 
under 35 U.S.C. § 101.  We vacate the district court’s 
grant of summary judgment that claims 4–7 are ineligible 
under § 101 and remand for further proceedings. 

AFFIRMED-IN-PART, VACATED-IN-PART, AND 
REMANDED 

COSTS 
No costs. 
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Before WALLACH, CHEN, and STOLL, Circuit Judges. 
STOLL, Circuit Judge. 

Exmark Manufacturing Company filed suit against 
Briggs & Stratton Power Products Group, LLC in the 
United States District Court for the District of Nebraska, 
alleging infringement of, inter alia, claim 1 of U.S. Patent 
No. 5,987,863.  The district court entered summary judg-
ment that claim 1 was not invalid because the claim 
survived multiple reexaminations involving the same 
prior art.  The district court also denied summary judg-
ment of indefiniteness with respect to claim 1.1  The case 
proceeded to a jury trial, where the jury found that Briggs 
willfully infringed Exmark’s patent.  The jury awarded 
$24,280,330 in compensatory damages, which the district 
court doubled as enhanced damages for Briggs’ willful 
infringement.   

Briggs appeals several of the district court’s orders, 
including the district court’s: (1) summary judgment that 
claim 1 is not anticipated or obvious, (2) denial of sum-
mary judgment that claim 1 is indefinite, (3) denial of a 
new trial on damages, (4) evidentiary rulings related to 
damages, (5) denial of a new trial on willfulness, and 
(6) denial of Briggs’ laches defense.   

We conclude the district court erred by basing its 
summary judgment of no invalidity solely on the fact that 
claim 1 survived multiple reexaminations.  Accordingly, 
we vacate the district court’s summary judgment of no 
invalidity.  We remand to the district court for it to make 
an independent determination of whether genuine issues 
of material fact preclude summary judgment that claim 1 

                                            
1 Although the district court’s anticipation, obvi-

ousness, and indefiniteness analyses addressed all dis-
puted claims of the ’863 patent, Briggs’ appeal focuses on 
claim 1.  



EXMARK MFG. CO. v. BRIGGS & STRATTON POWER PRODS.  
GRP., LLC 

3 

is not anticipated or obvious in view of the prior art.  We 
also hold that the district court erred in denying a new 
trial on damages because Exmark’s damages expert failed 
to provide an adequate explanation as to how she arrived 
at a 5% royalty rate for the patented feature relative to 
other conventional features of the accused products.  We 
also conclude that the district court abused its discretion 
by limiting the evidence relevant to damages to prior art 
that had been commercialized.  Likewise, we conclude 
that the district court abused its discretion by excluding 
from the willfulness trial evidence relating to patent 
validity based on its determination that Briggs’ invalidity 
defenses were objectively unreasonable.  The district 
court’s evidentiary ruling does not comport with the 
Supreme Court’s recent decision in Halo Electronics, Inc. 
v. Pulse Electronics, Inc., 136 S. Ct. 1923 (2016), mandat-
ing that willfulness is to be determined by the jury re-
gardless of whether Briggs’ defenses were objectively 
reasonable.  Accordingly, we vacate the jury’s finding of 
willfulness, vacate the jury’s damages award, vacate the 
district court’s enhanced damages award, and remand for 
proceedings consistent with this precedent.  We also 
affirm the district court’s denial of summary judgment 
that claim 1 is indefinite, and affirm its denial of Briggs’ 
laches defense.    

BACKGROUND 
Briggs and Exmark are competitors in the high-end 

commercial lawn mower industry.  Exmark filed suit 
against Briggs and Schiller Grounds Care, Inc.,2 alleging, 
inter alia, infringement of claim 1 of the ’863 patent.  The 
’863 patent is directed to a lawn mower having improved 
flow control baffles.  A baffle is a metal structure under 
the mower deck that directs air flow and grass clippings 
during operation.    

                                            
2  Schiller is not a party in the present appeal.   
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Claim 1 requires a side wall discharge opening and a 
“first flow control baffle” having a certain shape.  Specifi-
cally, the claim recites that the first baffle comprises “a 
first arcuate baffle portion,” “a first elongated and sub-
stantially straight baffle portion,” and “a second arcuate 
baffle portion,” with the elongated and substantially 
straight baffle portion “angularly disposed . . . in a chord-
like fashion” with respect to the second cutting blade.  Id. 
at col. 6 ll. 21–39.  The parties refer to this as a “curved-
straight-curved” baffle.   

On appeal, Briggs provides an annotated version of 
Figure 4 of the ’863 patent depicting the claimed curved-
straight-curved baffle.  

Appellant Br. 13. 
Claim 1 recites in relevant part:   
 1. A multiblade lawn mower, comprising:  

. . . . 
said first side wall having a discharge opening 

formed therein; 
. . . . 
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a first flow control baffle positioned in said 
mower deck which extends downwardly from the 
interior surface of said top wall between said cut-
ting blades and said front wall; 

said first flow control baffle extending sub-
stantially continuously from a first location adja-
cent the interior surface of said second side wall to 
a second location adjacent the interior surface of 
said first side wall and adjacent the forward end 
of said discharge opening; 

said first flow control baffle comprising a first 
arcuate baffle portion, having first and second 
ends, which extends from the interior surface of 
said second side wall partially around said first 
cutting blade, a first elongated and substantially 
straight baffle portion, having first and second 
ends, extending from said second end of said first 
arcuate baffle portion, a second arcuate baffle por-
tion, having first and second ends, which extends 
from said second end of said first elongated and 
substantially straight baffle portion partially 
around said second cutting blade; 

said first elongated and substantially straight 
baffle portion being angularly disposed with re-
spect to the said circle defined by the blade tip 
path of said second cutting blade in a chord-like 
fashion so that the cuttings from said first cutting 
blade will be deflected inwardly within the said 
circle defined by the blade tip path of said second 
cutting blade; . . . . 

’863 patent col. 5 l. 60–col. 6 l. 50. 
Claim 1 of the ’863 patent was reexamined by the 

United States Patent and Trademark Office on three 
occasions.  Exmark requested the first reexamination, 
which was completed prior to the present suit, and the 
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PTO confirmed the patentability of claim 1.  The second 
and third reexaminations were requested by Defendants 
Schiller and Briggs during the pendency of this case 
before the district court.  The district court stayed pro-
ceedings pending completion of the reexaminations.  The 
patentability of claim 1 over the same prior art asserted 
in the district court was confirmed in both reexamina-
tions.   

Following the reexaminations, the district court lifted 
the stay, and Exmark moved for summary judgment that 
claim 1 was not invalid as anticipated or obvious.  Relying 
solely on the fact that claim 1 survived multiple reexami-
nations, the district court concluded that “no reasonable 
juror could find that the defendants have met their bur-
den of proving by clear and convincing evidence that the 
claims of the patent are invalid.”  Exmark Mfg. Co. v. 
Briggs & Stratton Power Prods. Grp., LLC, No. 
8:10CV187, 2015 WL 12697086, at *11 (D. Neb. July 28, 
2015) (“Summary Judgment Order”).     

Briggs also moved for summary judgment that the 
claim limitation “elongated and substantially straight” 
rendered claim 1 of the ’863 patent indefinite.  The dis-
trict court denied Briggs summary judgment, concluding 
that the specification informs one skilled in the art with 
reasonable certainty as to the claim limitation’s meaning.  
Id. 

The district court granted summary judgment of in-
fringement by Briggs’ original mowers.  At the same time, 
however, the district court found that genuine issues of 
material fact precluded summary judgment of infringe-
ment by Briggs’ redesigned mowers.  Id. at *12.    

The case proceeded to trial on whether Briggs’ rede-
signed mowers infringed claim 1, whether Briggs willfully 
infringed, and damages.  The jury found that Briggs 
willfully infringed claim 1 of the ’863 patent with respect 
to its originally designed mowers but found that its rede-
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signed mowers did not infringe claim 1.  The jury awarded 
$24,280,330 in damages.    

Following the jury trial, the district court held a 
bench trial on Briggs’ motion for a judgment of laches.  
The district court denied the motion, concluding that 
Briggs had not shown that it was entitled to the equitable 
defense of laches.  See Exmark Mfg. Co. v. Briggs & 
Stratton Power Prods. Grp., LLC, 186 F. Supp. 3d 977, 
988 (D. Neb. 2016).  The district court also denied Briggs’ 
post-trial motion for a new trial on damages and willful-
ness.  See Exmark Mfg. Co. v. Briggs & Stratton Power 
Prods. Grp., LLC, No. 8:10CV187, 2016 WL 2772122, at 
*7 (D. Neb. May 11, 2016).  The district court granted 
Exmark’s motion for enhanced damages based on Briggs’ 
willful infringement and doubled the jury’s damages 
award.  See Exmark Mfg. Co. v. Briggs & Stratton Power 
Prods. Grp., LLC, No. 8:10CV187, 2016 WL 2772123, at 
*6 (D. Neb. May 11, 2016).   

Briggs appeals.  We have jurisdiction pursuant to 
28 U.S.C. § 1295(a)(1).   

DISCUSSION 
I. 

SUMMARY JUDGMENT  
 We begin by addressing the district court’s summary 
judgment that claim 1 of the ’863 patent is not invalid.  

We review the district court’s grant of summary 
judgment according to the law of the regional circuit.  
Phil-Insul Corp. v. Airlite Plastics Co., 854 F.3d 1344, 
1353 (Fed. Cir. 2017).  The Eighth Circuit reviews a 
district court’s grant of summary judgment de novo.  Id. 
(citing Wilson v. Spain, 209 F.3d 713, 716 (8th Cir. 2000)).  
“Summary judgment is appropriate if ‘the movant shows 
that there is no genuine dispute as to any material fact 
and the movant is entitled to judgment as a matter of 



   EXMARK MFG. CO. v. BRIGGS & STRATTON POWER PRODS.  
GRP., LLC 

8 

law.’”  Id. (quoting Fed. R. Civ. P. 56(a)).   
A. 

 Briggs argues that the district court erred by granting 
summary judgment that claim 1 is not invalid as antici-
pated or obvious based solely on the fact that claim 1 
survived multiple reexaminations involving the same 
prior art.  We agree.   
 The district court’s summary judgment decision was 
limited to a single paragraph containing a single basis.  
Specifically, the district court held: 

The court first finds that no reasonable jury 
could find on this record that the defendants have 
met their burden of presenting clear and convinc-
ing evidence that the claims at issue are invalid 
as anticipated or obvious.  The ’863 patent has 
now been examined four times by the PTO, and 
each time the PTO held the claims of the ’863 pa-
tent to be patentable.  The court has considered 
the PTO reexaminations and affords them some, 
though not determinative, weight.  All of the de-
fendants’ prior art invalidity arguments have been 
fully considered by the PTO and rejected.  The 
PTO has similarly rejected the argument that the 
claims were anticipated by the plaintiffs’ own bro-
chures and that the patent is not entitled to a pri-
ority date of 1995.  Under these circumstances, the 
court finds that no reasonable juror could find 
that the defendants have met their burden of 
proving by clear and convincing evidence that the 
claims of the patent are invalid.     

Summary Judgment Order, 2015 WL 12697086, at *11 
(emphases added).  Though the district court stated that 
it gave the reexaminations “some, though not determina-
tive, weight,” id. (emphasis added), it appears from its 
cursory decision that, in fact, the court granted summary 
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judgment based on the claim surviving multiple reexami-
nations.  No other explanation for granting summary 
judgment was provided.  The question thus presented is 
whether a reexamination confirming patentability of a 
claim can form the sole basis for granting summary 
judgment that a claim is not invalid based on the same 
prior art.   

We hold that a reexamination confirming patentabil-
ity of a patent claim alone is not determinative of whether 
a genuine issue of fact precludes summary judgment of no 
invalidity.  Surviving a reexamination does not warrant 
ipso facto summary judgment that a patent is not invalid.  
Holding otherwise would improperly give complete defer-
ence and preclusive effect to the PTO’s patentability 
determination, foreclosing challenges to patent validity in 
district court based on the same prior art.   

Our holding is supported by our prior decisions stat-
ing that a district court “is never bound by an examiner’s 
finding in an ex parte patent application proceeding.”  
Pfizer, Inc. v. Apotex, Inc., 480 F.3d 1348, 1359 (Fed. Cir. 
2007) (citing Fromson v. Advance Offset Plate, Inc., 
755 F.2d 1549, 1555 (Fed. Cir. 1985)).  We have said the 
same regarding an examiner’s findings during reissue 
proceedings.  See Fromson, 755 F.2d at 1555 (“The Exam-
iner’s decision, on an original or reissue application, is 
never binding on a court.”); Interconnect Planning Corp. v. 
Feil, 774 F.2d 1132, 1139 (Fed. Cir. 1985) (“IPC’s view is 
incorrect that the PTO’s [reissue] decision must be given 
controlling weight . . . .”).  While the PTO’s findings 
during reexamination are “evidence the court must con-
sider in determining whether the party asserting invalidi-
ty has met its statutory burden by clear and convincing 
evidence,” they are not dispositive.  Fromson, 755 F.2d at 
1555.   

Instead, the “deference [owed] to the decisions of the 
USPTO takes the form of the presumption of validity 
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under 35 U.S.C. § 282.  That is, by statute a patent is 
valid upon issuance and included within the presumption 
of validity is a presumption of non-obviousness.”  Pfizer, 
480 F.3d at 1359 (emphases added) (citations omitted).  
This presumption also follows a patent claim surviving 
reexamination.  See Superior Fireplace Co. v. Majestic 
Prods. Co., 270 F.3d 1358, 1367 (Fed. Cir. 2001) (“Chal-
lenges to the validity of claims, whether regularly issued, 
issued after a reexamination . . . or issued after a reis-
sue . . . must meet the clear and convincing standard of 
persuasion.  This requirement is based on the presump-
tion of validity.” (emphasis added) (citations omitted)).  

The presumption of validity, however, is just that—a 
presumption—which can be overcome by the patent 
challenger who meets its high burden of proving the 
factual elements of invalidity by clear and convincing 
evidence.  Id.  We recognize the district court must con-
sider reexaminations as evidence “in determining whether 
the party asserting invalidity has met its statutory bur-
den by clear and convincing evidence.”  Pfizer, 480 F.3d at 
1360 (quoting Fromson, 755 F.2d at 1555).  But just as an 
original examination resulting in patent issuance does not 
foreclose an invalidity attack in district court, so too does 
a reexamination confirming a claim not preclude a patent 
challenger from meeting its burden of proving invalidity.  
We thus “affirm the obligation of the district court to 
reach an independent conclusion.”  Interconnect, 774 F.2d 
at 1139.   

Exmark concedes that the PTO’s findings on reexami-
nation are not dispositive, see Appellee Br. 30, but it 
nonetheless argues that the district court properly gave 
those findings substantial weight and considered other 
factors in its summary judgment decision.  We disagree 
with Exmark’s characterization of the district court’s 
decision.  The district court’s summary judgment was 
based solely on the fact that the patentability of claim 1 
was confirmed following multiple reexaminations.  The 
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district court made no other findings regarding the ele-
ments of anticipation or obviousness to determine wheth-
er a genuine issue of material fact precluded summary 
judgment. 

Exmark cites two cases in which this court previously 
affirmed summary judgment in view of reexamination 
proceedings.  But neither case supports the district court’s 
analysis in this case.  In Transmatic, Inc. v. Gulton Indus-
tries, Inc., we affirmed the district court’s summary 
judgment that patent claims were not invalid following 
reexamination.  53 F.3d 1270 (Fed. Cir. 1995).  But there, 
we concluded that “[i]t [was] apparent from the district 
court’s opinion that the court considered all the relevant 
prior art . . . in reaching its nonobviousness determina-
tion.”  Id. at 1275.  Only after reaching this conclusion did 
we note that “[t]he claims twice passed scrutiny in the 
PTO, including a reexamination procedure in which [the 
patent challenger] participated as the requester.”  Id.  
Thus, we do not read Transmatic as condoning a grant of 
summary judgment based on the reexamination outcome 
alone.   

Similarly, in SRI International, Inc. v. Advanced 
Technology Laboratories, Inc., a non-precedential deci-
sion, we affirmed summary judgment of nonobviousness 
in view of prior art that had been considered by the PTO 
during reexamination.  45 F.3d 443, 1994 WL 712487 
(Fed. Cir. 1994) (non-precedential).  We stated that “[b]y 
issuing the reexamination certificate, the Patent Office 
concluded that the asserted claims would not have been 
obvious in view of [the prior art reference]” and, accord-
ingly, “‘[d]eference [was] due the Patent Office decision to 
issue the patent with respect to evidence bearing on 
validity which it considered.’”  Id. at *3 (second alteration 
in original) (citations omitted).  We explained that, “when 
a party attacking validity relies only on prior art that was 
before the PTO examiner during prosecution, that party 
has [the] added burden of overcoming the deference due a 
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qualified governmental agency.”  Id. (citing Polaroid Corp. 
v. Eastman Kodak Co., 789 F.2d 1556, 1560 (Fed. Cir. 
1986)).  But the district court in SRI did not grant sum-
mary judgment based on the reexamination outcome 
alone.  Instead, it considered all the record evidence, 
including the prior art and expert testimony, to conclude 
that the parties’ arguments regarding the prior art did 
not create an issue of fact and summary judgment of 
invalidity was appropriate.  See id. at *3–4. 

Finally, Exmark asserts that Briggs’ strategic deci-
sion to challenge validity through reexamination at the 
PTO gave Briggs advantages that it would not get in 
district court, including a lack of a presumption of validity 
and the ability to rely on the broadest reasonable inter-
pretation.  Therefore, Exmark argues, Briggs cannot 
ignore the result of reexamination having chosen its 
forum and lost.  Exmark seems to suggest that because 
Briggs was unable to invalidate the claims under a lower 
standard of patentability and a broader claim construc-
tion standard, Briggs cannot establish invalidity by clear 
and convincing evidence.  While this argument seems 
facially logical, it fails nonetheless.     

It is important to consider the substantive and proce-
dural differences between challenging patentability in an 
ex parte reexamination and challenging patent validity in 
federal court.  Notably, unlike challenging validity in 
district court, in an ex parte reexamination, the claims 
are construed under the broadest reasonable interpreta-
tion, the patent challenger does not participate beyond its 
initial request for reexamination, the admission of evi-
dence is not governed by the Federal Rules, and the 
burden of proving unpatentability is merely a preponder-
ance of evidence.  Such differences, however, are material 
in district court litigation.  For example, the scope of the 
construed claims, particularly to the extent there are 
differences between the PTO’s and district court’s con-
struction, must be considered in determining whether a 
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genuine issue of material fact exists as to whether a prior 
art reference anticipates or renders a claim obvious.   

In this case, the district court adopted the parties’ 
agreed-to construction of “first flow control baffle” as “a 
front structure within the walls of the mower deck that 
controls the flow of air and grass clippings.”  Exmark Mfg. 
Co. v. Briggs & Stratton Power Prods. Grp., LLC, No. 
8:10CV187, 2011 WL 5976264, at *4 (D. Neb. Nov. 29, 
2011); see also J.A. 1558 at 105:14–18.  On appeal of the 
reexamination before the Board, in which Briggs did not 
participate, Exmark and the examiner disagreed about 
the proper interpretation of “baffle” and “flow control 
baffle.”  Exmark argued that “the entire first flow control 
baffle must be a baffle, and thus, the individual baffle 
portions must also be baffles,” and that “a ‘baffle’ needs to 
control the flow of air and grass clippings.”  J.A. 3708.  
The Board agreed with Exmark and construed “baffle” 
and “flow control baffle” as “an element that ‘controls’ the 
flow of air and grass clippings within the mower deck in a 
‘meaningful way.’”  J.A. 3707. 

In its summary judgment decision, however, the dis-
trict court apparently did not agree with all aspects of the 
Board’s construction.  The district court stated that 
“Exmark’s purported contention that the baffle must have 
a ‘meaningful effect’ is not in the claim, but was argued to 
the PTO.”  Summary Judgment Order, 2015 WL 
12697086, at *10 n.8.  The district court then stated: 

The court’s decision does not hinge on the 
“meaningful effect” construction.  The “meaningful 
effect” language was adopted by the [Board] mere-
ly to explain why the mounting plates of the prior 
art . . . patent were not “flow control baffles.”  The 
parties previously agreed to the interpretation of 
the claim term “flow control baffle” to mean the 
“structure within the walls of the mower deck that 
controls the flow of air and grass clippings.”  That 
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term is easily understood.  The court will not 
adopt the construction that every portion of the 
baffle have a meaningful effect on the flow of air 
and grass clippings.  

Id. (citation omitted).3   
To the extent the district court adopted a broader con-

struction than the PTO’s construction, it precluded Briggs 
from arguing that the prior art anticipated the claims or 
rendered them obvious under the district court’s broader 
construction of the claims.  The fact that the Board held 
that the asserted anticipating prior art reference did not 
disclose the claim requirements (entire baffle and mean-
ingful effect) as construed by the Board, does not foreclose 
the possibility that a jury may find otherwise under a 
broader construction not requiring those aspects.  Thus, 
contrary to Exmark’s argument, the mere fact that the 
asserted claims survived Briggs’ requested reexamination 
does not necessarily establish that it cannot meet its 
burden to overcome the presumption of validity under a 
broader claim construction.     

B. 
 In the alternative, Exmark argues that we should 
affirm the district court because no reasonable juror could 
conclude that the prior art anticipates or renders obvious 
claim 1 of the ’863 patent.  On appeal, the parties ada-
mantly dispute whether the prior art discloses the 
claimed “first flow control baffle” and “discharge opening.”  
Moreover, the parties appear to present a claim construc-

                                            
3 This statement by the district court appears in a 

footnote discussing indefiniteness.  On remand, the dis-
trict court should consider how its claim construction, to 
the extent it is the same or different from the Board’s 
construction, impacts its anticipation and obviousness 
analysis.   
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tion dispute on appeal: whether the claims of the ’863 
patent require that the first flow control baffle be spaced 
apart from the front wall.  

It is unclear, however, from the limited record before 
us, the extent to which these arguments were raised 
before the district court on summary judgment.  Indeed, 
the district court did not address these arguments.  We 
are mindful that we review the district court’s judgment, 
not its opinion, and review the grant of summary judg-
ment de novo.  But we decline the invitation to scour the 
record to determine in the first instance whether genuine 
issues of fact preclude summary judgment with respect to 
the teachings of the prior art, particularly where claim 
construction issues were not clearly presented or ad-
dressed by the district court.  Cf. OSRAM Sylvania, Inc. v. 
Am. Induction Techs., Inc., 701 F.3d 698, 707–08 (Fed. 
Cir. 2012) (“It is not our role to scour the record and 
search for something to justify a lower court’s conclusions, 
particularly at the summary judgment stage.  Whether 
dealing with an issue of law like claim construction or an 
issue of fact such as infringement, this court must be 
furnished ‘sufficient findings and reasoning to permit 
meaningful appellate scrutiny.’” (citations omitted)).   

Accordingly, we vacate the district court’s summary 
judgment of no invalidity and remand with instruction for 
the district court to consider the entire record and reach 
its own independent conclusion on whether a genuine 
issue of fact exists regarding invalidity consistent with 
this opinion.  The district court should resolve any re-
maining claim construction disputes relevant to the 
invalidity analysis.  The district court should weigh all 
the evidence, including, but not limited to, the evidence 
considered by the PTO during reexamination, mindful 
that the evidence must be viewed in the light most favor-
able to Briggs, with all justifiable inferences drawn in its 
favor.  While the reexamination evidence is to be consid-
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ered, it is not dispositive of the issue on summary judg-
ment.   

II.   
INDEFINITENESS 

Briggs also argues that the district court erred in 
denying summary judgment that claim 1 of the ’863 
patent is indefinite.  Briggs contends that the ’863 patent 
does not explain how to objectively determine whether a 
baffle portion is straight enough or long enough to be 
“elongated and substantially straight” for purposes of 
determining infringement.  We disagree. 

Pursuant to 35 U.S.C. § 112, ¶ 2, a patent specifica-
tion must “conclude with one or more claims particularly 
pointing out and distinctly claiming the subject matter 
which the applicant regards as his invention.”4  A claim is 
indefinite if, when read in light of the specification and 
prosecution history, it fails to inform those skilled in the 
art about the scope of the invention with reasonable 
certainty.  Nautilus, Inc. v. Biosig Instruments, 
Inc., 134 S. Ct. 2120, 2129 (2014).  The district court’s 
ultimate determination that a patent claim is not indefi-
nite under § 112 is a question of law, which we review de 
novo.  UltimatePointer, L.L.C. v. Nintendo Co., 816 F.3d 
816, 826 (Fed. Cir. 2016).   

We agree with the district court that the claim lan-
guage and specification of the ’863 patent provide reason-
able certainty as to the meaning of “elongated and 

                                            
4 Because the ’863 patent was filed before the adop-

tion of the Leahy–Smith America Invents Act, Pub. L. No. 
112–29, § 4(e), 125 Stat. 284, 296-97 (2011), the pre-AIA 
version of § 112 governs.  See AbbVie Deutschland GmbH 
& Co., KG v. Janssen Biotech, Inc., 759 F.3d 1285, 1290 
n.3 (Fed. Cir. 2014). 
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substantially straight.”  Claim 1 recites that the elongat-
ed and substantially straight baffle portion “extend[s] 
from [the] second end of [the] first arcuate baffle portion” 
and that a second arcuate baffle portion “extends from 
[the] second end of [the] first elongated and substantially 
straight baffle portion.”  ’863 patent col. 6 ll. 26–30.   

The specification similarly explains that this elongat-
ed and substantially straight baffle portion is located 
between two “arcuate” (curved) baffle portions, both of 
which extend partially around a mower blade.  Id. at 
col. 4 ll. 8–17.  Figures 3 and 4 also show that the elon-
gated and relatively straight portion of the baffle extends 
such that the elongated portion connects two arcuate 
portions of the baffle.  Id. Figs. 3 and 4.   

Therefore, the claims and specification provide that 
the elongated and straight portion of the baffle must be 
long enough and straight enough to at least connect these 
two arcuate portions of the baffle.  This is illustrated 
clearly in Exmark’s annotated depiction of Figure 4 of the 
’863 patent below: 
 
 
 
 
 
 
 
 
Appellee Br. 41.   

The specification also refers to a “relatively straight 
baffle portion.”  ’863 patent col. 4 ll. 11–12 (emphasis 
added).  It is clear from the disclosure that the “substan-
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tially straight” portions are straight relative to the curved 
baffle portions.  This is consistent with Exmark’s experts’ 
testimony that the “elongated and substantially straight” 
terms should be construed as “relative to the proportions 
of the other components” and that one of ordinary skill in 
the art would understand the limitation to mean “some-
thing which is longer than it is wide, for something which 
is relatively straight, for something which transitions 
between arcuate portions, something which meets the 
chord-like limitation.”  J.A. 11679 at 210:13–17; 
J.A. 11127 at 67:14–23.   

Though Briggs seeks to impose a strict requirement of 
how straight the baffle portions must be, no such numeri-
cal precision is required when using such terms of degree.  
See Sonix Tech. Co. v. Publ’ns Int’l, Ltd., 844 F.3d 1370, 
1377 (Fed. Cir. 2017) (“[W]e have rejected the proposition 
that claims involving terms of degree are inherently 
indefinite.  Thus, ‘a patentee need not define his invention 
with mathematical precision in order to comply with the 
definiteness requirement.’” (quoting Invitrogen Corp. v. 
Biocrest Mfg., L.P., 424 F.3d 1374, 1384 (Fed. Cir. 2005))); 
see also Apple Inc. v. Samsung Elecs. Co., 786 F.3d 983, 
1002 (Fed. Cir. 2015) (upholding a claim term “substan-
tially centered” as definite because the patent challenger 
failed to produce evidence that an ordinarily skilled 
artisan would lack reasonable certainty of the claim’s 
scope), rev’d and remanded on other grounds, 137 S. Ct. 
429 (2016); Enzo Biochem, Inc. v. Applera Corp., 599 F.3d 
1325, 1335 (Fed. Cir. 2010) (“Because the intrinsic evi-
dence here provides a general guideline and examples 
sufficient to enable a person of ordinary skill in the art to 
determine [the scope of the claims], the claims are not 
indefinite even though the construction of the term ‘not 
interfering substantially’ defines the term without refer-
ence to a precise numerical measurement.” (alteration in 
original) (citations and internal quotation marks omit-
ted)).  All that is required is some standard for measuring 
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the term of degree.  Biosig, 783 F.3d at 1378.  In this case, 
one skilled in the art would understand that the “substan-
tially straight” portions of the baffle must be sufficiently 
straight to connect two arcuate portions of the baffle.   

The function of the elongated and substantially 
straight baffle portions provides further guidance regard-
ing the scope of the claim language.  Functional language 
can “promote[] definiteness because it helps bound the 
scope of the claims by specifying the operations that the 
[claimed invention] must undertake.”  Cox Commc’ns, Inc. 
v. Sprint Commc’n Co. LP, 838 F.3d 1224, 1232 (Fed. Cir. 
2016).  The claims of the ’863 patent recite that the “elon-
gated and substantially straight baffle portion[s]” are 
oriented in such a way “that the cuttings from said first 
cutting blade will be deflected inwardly within the said 
circle defined by the blade tip path of said second cutting 
blade.”  ’863 patent col. 6 ll. 36–39.  Thus, one skilled in 
the art would understand that the elongated and straight 
portions of the baffle must be extended, straightened, and 
positioned in such a way that the grass cuttings from each 
blade deflect the clippings into the direction of the next 
blade.   

Briggs cites our recent decision in GE Lighting Solu-
tions, LLC v. Lights of America, Inc., in which we found 
the claim term “elongated” indefinite.  663 F. App’x 938 
(Fed. Cir. 2016).  We note that GE Lighting is a non-
precedential decision, which is not binding, and should be 
read as limited to the particular claim and specification at 
issue in that case.  Further, our indefiniteness determina-
tion in GE Lighting was based on our conclusion that 
nothing in the patent at issue provided any objective 
boundaries for the term “elongated.”  Id. at 940–41.  In 
contrast, as we explained above, we find that the ’863 
patent does provide information to objectively define the 
scope of the “elongated” claim term.        
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Briggs also argues that Exmark’s own experts were 
unable to explain how a competitor would be able to 
determine if their baffles infringe.  We are not persuaded 
by this argument.  Exmark’s expert and co-inventor of the 
’863 patent, Garry Busboom, testified that if the length of 
the “elongated and substantially straight” baffle portion 
were too short, such that it would act as an arcuate baffle 
portion, it would not be an elongated and substantially 
straight portion.  And although Mr. Busboom was unable 
to provide any order of magnitude to quantify exactly how 
long the elongated baffle portion must be, he testified that 
its length was relative to the proportions of other compo-
nents of the baffle and of other mower components.  This 
testimony is consistent with the claim language and 
specification and supports the district court’s conclusion 
that one skilled in the art would understand the objective 
boundaries of the claim.   

We agree with the district court’s conclusion that 
claim 1, when read in light of the specification, informs 
those skilled in the art of the scope of the “elongated and 
substantially straight” limitation with reasonable certain-
ty.  Accordingly, we affirm the district court’s denial of 
summary judgment that claim 1 is indefinite.   

III.   
DAMAGES 

Briggs also appeals the district court’s denial of a new 
trial on damages.  For the reasons explained below, we 
vacate the jury’s damages award and remand for a new 
trial on damages.   

Briggs presents three specific arguments on appeal.  
First, Briggs asserts that the district court erred by 
permitting Exmark to use the sales price of the accused 
mowers as the royalty base instead of the sales price of 
the flow control baffles.  Briggs next argues that Exmark’s 
damages expert’s opinion should have been excluded 
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because she failed to adequately explain how she arrived 
at her proposed 5% royalty rate.  Finally, Briggs asserts 
that the district court improperly excluded evidence 
relevant to damages.  We address each argument in turn. 

“When reviewing damages in patent cases, we apply 
regional circuit law to procedural issues and Federal 
Circuit law to substantive and procedural issues pertain-
ing to patent law.”  Whitserve, LLC v. Comput. Packages, 
Inc., 694 F.3d 10, 26 (Fed. Cir. 2012) (quoting Wordtech 
Sys., Inc. v. Integrated Networks Sols., Inc., 609 F.3d 
1308, 1318 (Fed. Cir. 2010) (internal citations and quota-
tion marks omitted).  In the Eighth Circuit, a district 
court’s denial of a motion for a new trial on damages is 
reviewed for an abuse of discretion.  See Harrison v. 
Purdy Bros. Trucking Co., 312 F.3d 346, 351 (8th Cir. 
2002).  Likewise, the district court’s evidentiary rulings, 
including those related to the admissibility of damages 
expert evidence, are reviewed for an abuse of discretion.  
See Barrett v. Rhodia, Inc., 606 F.3d 975, 980 (8th Cir. 
2010).  “A district court abuses its discretion when its 
decision is based on clearly erroneous findings of fact, is 
based on erroneous interpretations of the law, or is clearly 
unreasonable, arbitrary or fanciful.”  Whitserve, 694 F.3d 
at 26 (quoting Cybor Corp. v. FAS Techs., Inc., 138 F.3d 
1448, 1460 (Fed. Cir. 1998) (en banc)).   

A. 
Briggs first argues that the district court erred by al-

lowing Exmark to compute a royalty rate without proper-
ly identifying a royalty base to apportion the value of the 
patentee’s invention in comparison to the value of the 
whole lawn mower.  The parties do not dispute that 
apportionment is required in this case.  Although claim 1 
of the ’863 patent is broadly directed to “a multiblade 
lawn mower,” our law recognizes that a reasonable royal-
ty award “must be based on the incremental value that 
the patented invention adds to the end product.”  Erics-
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son, Inc. v. D-Link Sys., Inc., 773 F.3d 1201, 1226 (Fed. 
Cir. 2014).  Here, the patent makes clear that the patent-
ed improvement relates to the mower’s flow control baffle, 
which through its structure and orientation within the 
mower deck purportedly efficiently directs grass clippings 
toward a side discharge and thereby improves the quality 
of grass cut in a manner that distinguishes it from prior 
art.  See, e.g., ’863 patent col. 1 l. 30–col. 2 l. 9.  The 
remaining limitations of claim 1 recite conventional 
features of a lawn mower, including a mower deck, a side 
discharge opening, and a power means for operating the 
mower.  In these circumstances, the patent owner must 
apportion or separate the damages between the patented 
improvement and the conventional components of the 
multicomponent product.  Cf. Commonwealth Sci. & 
Indus. Research Organisation v. Cisco Sys., Inc., 809 F.3d 
1295, 1301 (Fed. Cir. 2015) (requiring apportionment 
between patented and unpatented features of a multi-
component product); VirnetX, Inc. v. Cisco Sys., Inc., 
767 F.3d 1308, 1329 (Fed. Cir. 2014) (same).  This ensures 
that Exmark is compensated for the patented improve-
ment (i.e., the improved flow control baffle) rather than 
the entire mower.  See Garretson v. Clark, 111 U.S. 120, 
121 (1884). 

On appeal, Briggs argues that Exmark’s expert should 
have apportioned or separated the value of the baffle from 
the other features of the mower through the royalty base 
rather than the royalty rate.  We disagree.  We have held 
that apportionment can be addressed in a variety of ways, 
including “by careful selection of the royalty base to 
reflect the value added by the patented feature [or] . . . by 
adjustment of the royalty rate so as to discount the value 
of a product’s non-patented features; or by a combination 
thereof.”  Ericsson, 773 F.3d at 1226.  So long as Exmark 
adequately and reliably apportions between the improved 
and conventional features of the accused mower, using the 
accused mower as a royalty base and apportioning 
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through the royalty rate is an acceptable methodology.  
Id. (citing Garretson, 111 U.S. at 121).  “The essential 
requirement is that the ultimate reasonable royalty 
award must be based on the incremental value that the 
patented invention adds to the end product.”  Id.   

Using the accused lawn mower sales as the royalty 
base is particularly appropriate in this case because the 
asserted claim is, in fact, directed to the lawn mower as a 
whole.  The preamble of claim 1 recites a “multiblade 
lawn mower.”  ’863 patent col. 5 l. 60.  It is not the baffle 
that infringes the claim, but rather the entire accused 
mower.  Thus, claim 1 covers the infringing product as 
whole, not a single component of a multi-component 
product.  There is no unpatented or non-infringing feature 
of the product.  Nonetheless, “[w]hen a patent covers the 
infringing product as a whole, and the claims recite both 
conventional elements and unconventional elements, the 
court must determine how to account for the relative 
value of the patentee’s invention in comparison to the 
value of the conventional elements recited in the claim, 
standing alone.”  AstraZeneca AB v. Apotex Corp., 782 
F.3d 1324, 1338 (Fed. Cir. 2015) (citing Ericsson, 773 F.3d 
at 1233).  We hold that such apportionment can be done 
in this case through a thorough and reliable analysis to 
apportion the royalty rate.  We have recognized that one 
possible way to do this is through a proper analysis of the 
Georgia-Pacific factors.  See id; see also Georgia-Pacific 
Corp. v. U.S. Plywood Corp., 318 F. Supp. 1116 (S.D.N.Y. 
1970).  As we have explained, “the standard Georgia-
Pacific reasonable royalty analysis takes account of the 
importance of the inventive contribution in determining 
the royalty rate that would have emerged from the hypo-
thetical negotiation.”  AstraZeneca, 782 F.3d at 1338.    

Finally, we note that Exmark’s use of the accused 
lawn mower sales as the royalty base is consistent with 
the realities of a hypothetical negotiation and accurately 
reflects the real-world bargaining that occurs, particularly 
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in licensing.  As we stated in Lucent Technologies, Inc. v. 
Gateway, Inc., “[t]he hypothetical negotiation tries, as 
best as possible, to recreate the ex ante licensing negotia-
tion scenario and to describe the resulting agreement.”  
580 F.3d 1301, 1325 (Fed. Cir. 2009).  “[S]ophisticated 
parties routinely enter into license agreements that base 
the value of the patented inventions as a percentage of 
the commercial products’ sales price,” and thus “[t]here is 
nothing inherently wrong with using the market value of 
the entire product, especially when there is no established 
market value for the infringing component or feature, so 
long as the multiplier accounts for the proportion of the 
base represented by the infringing component or feature.”  
Id. at 1339.  This is consistent with the settlement 
agreement relied on by Exmark’s damages expert, which 
the parties agree provided an effective royalty of 3.64% of 
the sales of the accused mowers. 

B. 
While we reject Briggs’ argument directed to the roy-

alty base, we ultimately agree with Briggs that Exmark’s 
damages expert’s opinion was inadmissible as it failed to 
adequately tie the expert’s proposed reasonable royalty 
rate to the facts of this case.  We conclude that the district 
court abused its discretion in denying Briggs’ motion for a 
new trial on damages. 

After a discussion of each of the Georgia-Pacific fac-
tors, including the benefits of the patented technology, 
sales and profitability, and the competitive relationship of 
the parties, Exmark’s expert concluded with little expla-
nation that Exmark and Briggs would have agreed to a 
5% reasonable royalty rate on the sales of the accused 
lawn mowers as the value for the improved baffle.  No-
where in her report, however, did she tie the relevant 
Georgia-Pacific factors to the 5% royalty rate or explain 
how she calculated a 5% royalty rate using these factors.  
To be admissible, expert testimony opining on a reasona-
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ble royalty must “sufficiently [tie the expert testimony on 
damages] to the facts of the case.  If the patentee fails to 
tie the theory to the facts of the case, the testimony must 
be excluded.”  Uniloc USA, Inc. v. Microsoft Corp., 
632 F.3d 1292, 1315 (Fed. Cir. 2011) (quoting Daubert v. 
Merrell Dow Pharm., Inc., 509 U.S. 579, 591 (1993)) 
(alteration in original).   

Exmark’s expert began her analysis by explaining her 
understanding of the benefits of the mowers covered by 
the ’863 patent.  Relying on the testimony of experts and 
fact witnesses, she identified a number of advantages 
arising from the use of the claimed baffle, including 
improved air and grass flow for reduced blowout, in-
creased grass cut quality, minimized grass clumping, and 
more uniform discharge, all of which improve the mower’s 
function and allows a mower to go faster in heavy grass 
areas.  She concluded that negotiators would have recog-
nized the importance of these advantages to customers 
and operators and the key role they play in Briggs’ sale of 
its mowers.  She repeated these advantages as relevant to 
Georgia-Pacific factors nine (utility and advantage of the 
patented technology) and ten (the nature of the patented 
invention).  But she did not explain how these ad-
vantages, or her analysis of the Georgia-Pacific factors, 
led to her proposed 5% royalty rate.  

Under similar circumstances, we have held that a 
“superficial recitation of the Georgia-Pacific factors, 
followed by conclusory remarks, [cannot] support the 
jury’s verdict.”  Whitserve, 694 F.3d at 31.  When an 
expert employs the Georgia-Pacific factors, “reciting each 
factor and making a conclusory remark about its impact 
on the damages calculation before moving on does no 
more than tell the jury what factors a damages analysis 
could take into consideration.”  Id.  When performing a 
Georgia-Pacific analysis, damages experts must not only 
analyze the applicable factors, but also carefully tie those 
factors to the proposed royalty rate.  “[W]hile mathemati-
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cal precision is not required, some explanation of both 
why and generally to what extent the particular factor[s] 
impact[] the royalty calculation is needed.”  Id.   

Thus, it was not enough for Exmark’s expert to ex-
plain the advantages of the baffle claimed in the ’863 
patent and state that they would have been important in 
a hypothetical negotiation.  This told the jury nothing 
more than that the patented technology was important 
and commercially successful.  A reasonable royalty analy-
sis requires that “the trial court . . . carefully tie proof of 
damages to the claimed invention’s footprint in the mar-
ket place.”  ResQNet.com, Inc. v. Lansa, Inc., 594 F.3d 
860, 869 (Fed. Cir. 2010).  To sufficiently tie the ad-
vantages of the patented baffles to the royalty rate in this 
case, Exmark’s expert was required to explain the extent 
to which they factored into the value of the lawn mower 
and her 5% royalty rate.   

The expert’s analysis under Georgia-Pacific factor 
thirteen—the portion of realized profits attributable to 
non-patented elements—was also troublesome.  Exmark’s 
expert acknowledged that other elements of the mowers 
affect sales and profits of the mowers, including durabil-
ity, reliability, brand position, dealer support, and war-
ranty.  But she failed to conduct any analysis indicating 
the degree to which these considerations impact the 
market value or profitability of the mower and therefore 
impacted her suggested 5% royalty rate.   

Equally problematic, the expert acknowledged that 
Briggs and its co-defendant, Schiller, have patents cover-
ing other components of the accused mowers.  But she 
ignored those components, opining without support that 
they do not relate to the quality of cut, which she consid-
ered “paramount” to selling mowers.  J.A. 14453.  We are 
skeptical that other patented components of the mower 
bear no relation to the overall value of the accused mow-
ers, which would influence the relative value of the pa-
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tented baffle and thus the royalty rate.  Even assuming, 
however, that they do not, the expert was required to 
support her opinion to that effect with sound economic 
reasoning.  Merely concluding that other components do 
not affect the value of the accused mower amounts to 
nothing more than speculation.  To cure this deficiency, 
the jury could have received evidence itemizing the rela-
tive value of these other components to better guide the 
jury’s understanding of the value of the baffle in relation 
to the other components of the accused multi-component 
mower.  Without a more detailed analysis, the jury is 
simply left to speculate or adopt the expert’s unsupported 
conclusory opinion.    

The remainder of Exmark’s expert’s opinion similarly 
recited the remaining Georgia-Pacific factors and either 
stated that they did not apply or provided a cursory 
explanation of the evidence considered for each factor.  
The opinion is devoid of any analysis tying either the 
evidence or the specific Georgia-Pacific factors to the 
proposed 5% royalty rate.   

Exmark defends its expert’s opinion, arguing that her 
royalty rate is reasonable because (1) it is only a small 
fraction of Exmark’s profits on its mowers; and (2) she 
relied on quantitative market valuation evidence in 
forming her opinion.  Exmark further states that she 
considered evidence such as Briggs’ selling value docu-
ments, detailing the value that Briggs placed on each of 
its mower’s components, a litigation settlement agree-
ment involving the ’863 patent resulting in a comparable 
effective royalty rate, and the parties’ profit margins 
during the damages period.  We address Exmark’s argu-
ments in turn. 

First, we cannot agree that using an allegedly low 
royalty rate alone supports the admissibility of the ex-
pert’s reasonable royalty opinion.  Regardless of how low 
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the royalty rate, the expert must still apportion damages 
and sufficiently tie the royalty rate to the facts of the case.   

Moreover, we recognize that Exmark’s expert dis-
cussed quantitative market evidence in her opinion.  As 
explained above, however, we are troubled by the expert’s 
analysis because, even assuming she properly considered 
this record evidence, she failed to explain how the evi-
dence factored into the proposed royalty rate.  She merely 
addressed the Georgia-Pacific factors in light of the facts 
and then plucked the 5% royalty rate out of nowhere.  It is 
not enough for an expert to simply assert that a particular 
royalty rate is reasonable in light of the evidence without 
tying the proposed rate to that evidence.   

Because her proposed royalty rate lacked sufficient 
ties to the facts of the case, we hold that the district court 
erred by not excluding Exmark’s damages expert’s opinion 
and abused its discretion by denying Briggs a new trial on 
damages based on inadmissible evidence.  Accordingly, we 
vacate the damages award and remand for a new trial on 
damages.       

C. 
 Briggs next challenges three of the district court’s 
evidentiary rulings related to damages.   
 Briggs first argues that the district court improperly 
excluded evidence of certain prior art, which it argues was 
related to the damages analysis.  Specifically, Briggs 
sought to present evidence of conventional modes of 
mowing to rebut Exmark’s argument that the mower 
claimed in the ’863 patent was a big advancement over 
the prior art.  Briggs argues that by showing the jury the 
small differences between the invention and prior art 
mowers, it would have demonstrated that many of the 
benefits Exmark attributed to the baffle were already 
present in the prior art.  The district court allowed the 
introduction of some prior art but excluded any prior art 
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that had not been commercialized, holding that “prior art 
is relevant to damages only to the extent that the patent 
was used in a product.”  Exmark Mfg. Co. v. Briggs & 
Stratton Power Prods. Grp., LLC, No. 8:10:CV187, 2015 
WL 5177759, at *4 (D. Neb. Sept. 4, 2015).  The district 
court appears to have based its ruling on the language of 
Georgia-Pacific factor nine, which considers “old modes or 
devices, if any, that had been used for working out similar 
results.”  Georgia-Pacific, 318 F. Supp. at 1120 (emphasis 
added).   

We conclude that the district court abused its discre-
tion by holding that prior art is relevant to damages only 
to the extent that the prior art was commercialized.  
Neither the district court nor Exmark cited any case to 
support the view that Georgia-Pacific factor nine limits 
evidence of prior art to commercialized modes or devices.  
Nor do we see any principled reason for such a narrow 
reading.  The fact that some prior art mowers were not 
commercialized does not make them immaterial to deter-
mining the extent to which the mower claimed in the ’863 
patent provides utility and advantages over the prior art.  
Moreover, the district court is not constrained by the 
Georgia-Pacific factors, as there are ways of determining 
a reasonable royalty other than through the Georgia-
Pacific factors.  Thus, the language of Georgia-Pacific 
factor nine does not bind the district court and should not 
be construed as limiting.   

The district court also limited the damages evidence 
to prior art directed to side discharge mowers.  The record 
demonstrates that commercial lawn mowers come in two 
varieties, mulching mowers and side discharge mowers.  
Briggs argues that the district court abused its discretion 
by excluding prior art directed to mulching mowers.  We 
disagree.  The only asserted claim of the ’863 patent 
requires a side-discharge mower.  Therefore, it was rea-
sonable and within the district court’s discretion to ex-
clude prior art mowers that were not side-discharge 
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mowers, commensurate with the scope of the asserted 
claim.  Thus, we hold that the district court did not abuse 
its discretion in excluding evidence of mulching mowers.  
 Briggs also argues the district court abused its discre-
tion by excluding evidence of Exmark’s purportedly de-
layed decision to sue for infringement.  Briggs argues that 
such delay undermines Exmark’s evidence that it would 
never have condoned infringement without a high royalty.   
 We agree with the district court that Briggs’ attempt 
to introduce evidence of Exmark’s delay in filing suit for 
infringement is not relevant to damages, even when 
considering Georgia-Pacific factors four (licensing policy) 
and fifteen (hypothetical negotiation).  As the district 
court recognized, “[t]he argument that the delay in bring-
ing suit somehow establishes Exmark’s perception of the 
value of its invention is specious.  There are many reasons 
to forego filing a lawsuit, to imply that Exmark did so 
because it did not think the invention had value is specu-
lative.”  Exmark, 2015 WL 5177759, at *2.  The record 
supports that there were other reasons for Exmark’s delay 
in filing suit, including scarcity of financial resources to 
do so.  Thus, we conclude that the district court did not 
abuse its discretion in excluding this evidence.   

IV. 
WILLFULNESS   

 Briggs next argues that the Supreme Court’s recent 
decision in Halo warrants a new trial on willfulness and 
vacatur of the district court’s enhanced damages award.  
The willfulness trial in this case proceeded under the 
former standard set forth in In re Seagate Technology, 
LLC., 497 F.3d 1360 (Fed. Cir. 2007) (en banc).  Before 
trial, the district court found that Briggs’ litigation de-
fenses were unreasonable.  Based on that finding, the 
district court precluded Briggs from presenting any 
evidence regarding the validity of claim 1 or how closely 
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the prior art tracks claim 1.  Briggs argues that it should 
have been allowed to present such evidence to mitigate 
any finding that it acted with an objectively high risk of 
infringement.  Briggs further argues that the district 
court’s exclusion of this evidence is inconsistent with 
Halo, which mandates that the inquiry into the degree of 
risk of infringement is for the jury, not the district court, 
to decide.  We agree with Briggs that the district court 
erred to the extent it excluded this evidence without also 
determining whether it was relevant to Briggs’ state of 
mind at the time of accused infringement.  Halo, 136 S. Ct. 
at 1933 (“[C]ulpability is generally measured against the 
knowledge of the actor at the time of the challenged 
conduct.”). 

 In Halo, the Supreme Court held that “[t]he subjective 
willfulness of a patent infringer, intentional or knowing, 
may warrant enhanced damages, without regard to 
whether his infringement was objectively reckless.”  Id.  
Thus, under Halo, the district court no longer determines 
as a threshold matter whether the accused infringer’s 
defenses are objectively reasonable.  Rather, the entire 
willfulness determination is to be decided by the jury.  In 
this case, the sole basis for excluding the prior art from 
the willfulness trial was the district court’s determination 
that Briggs’ litigation defenses were unreasonable.  See 
id. (criticizing and abrogating our Seagate test because it 
improperly “ma[de] dispositive the ability of the infringer 
to muster a reasonable (even though unsuccessful) de-
fense at the infringement trial”). 

 To the extent that decision excluded evidence relevant 
to Briggs’ state of mind at the time of the accused in-
fringement, however, it does not comport with the stand-
ard articulated in Halo, which mandates that willfulness 
is an issue for the jury, not the district court.  WBIP, LLC 
v. Kohler Co., 829 F.3d 1317, 1341 n.13 (Fed. Cir. 2016) 
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(“[T]here is a right to a jury trial on the willfulness ques-
tion.”).  The district court must reconsider its decision to 
exclude evidence of the prior art during the jury trial on 
willfulness to determine whether Briggs had developed 
any views about the prior art at the time of accused 
infringement or whether the evidence only relates to 
Briggs’ litigation-inspired defenses.  Whether there is a 
genuine issue of material fact about when Briggs knew of 
its prior art defenses, and thus whether a new jury trial is 
required, we leave to the district court to determine in the 
first instance.  See id. at 1340 (“[A]s the Supreme Court 
explained in Halo, timing . . . matter[s].  [A party] cannot 
insulate itself from liability for enhanced damages by 
creating an (ultimately unsuccessful) invalidity defense 
for trial . . . .”).  Accordingly, we vacate the jury’s finding 
of willful infringement, vacate the district court’s en-
hanced damages award, and remand for the district court 
to determine whether a new trial on willfulness is neces-
sary.   

V.   
LACHES 

Finally, Briggs argues the district court erred by dis-
missing its laches defense.  We disagree.  The Supreme 
Court recently held in SCA Hygiene Products Aktiebolag 
v. First Quality Baby Products, LLC, that laches is no 
longer a defense against damages for patent infringement 
that occurred within 35 U.S.C. § 286’s six-year statute of 
limitations period.  137 S. Ct. 954 (2017).  Because 
Exmark only seeks damages for the six-year period prior 
to filing its complaint against Briggs, we agree with the 
district court that Briggs cannot assert laches as a de-
fense.   
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CONCLUSION 
 We have considered the parties’ remaining arguments 
and find them unpersuasive.  In sum, we hold that the 
district court improperly relied on the PTO’s reexamina-
tions of claim 1 of the ’863 patent as the sole basis to 
grant summary judgment that claim 1 is not invalid.  We 
remand with instruction for the district court to reach its 
own independent conclusion as to whether a factual 
dispute regarding invalidity precludes summary judg-
ment.  We also vacate the jury’s damages award and the 
district court’s award of enhanced damages, and remand 
to the district court for, if necessary, a new trial on will-
fulness and damages consistent with this opinion.  We 
affirm the district court in all other respects.   

AFFIRMED-IN-PART, VACATED-IN-PART, AND 
REMANDED 

COSTS 
 No costs. 
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Before DYK, LINN, and HUGHES, Circuit Judges. 
DYK, Circuit Judge. 

A jury found Blue Coat Systems, Inc. (“Blue Coat”) li-
able for infringement of four patents owned by Finjan, 
Inc. (“Finjan”) and awarded approximately $39.5 million 
in reasonable royalty damages. After trial, the district 
court concluded that the ’844 patent was patent-eligible 
under 35 U.S.C. § 101 and denied Blue Coat’s post-trial 
motions for judgment as a matter of law (“JMOL”) and a 
new trial. Blue Coat appeals. 

We find no error in the district court’s subject matter 
eligibility determination as to the ’844 patent and agree 
that substantial evidence supports the jury’s finding of 
infringement of the ’844 and ’731 patents. However, we 
conclude that Blue Coat was entitled to JMOL of non-
infringement for the ’968 patent because the accused 
products do not perform the claimed “policy index” limita-
tion. On appeal, Blue Coat does not challenge the verdict 
of infringement for the ’633 patent.  

With respect to damages, we affirm the award with 
respect to the ’731 and ’633 patents. We vacate the dam-
ages award for the ’968 patent, as there was no infringe-
ment.  With respect to the ’844 patent, we agree with Blue 
Coat that Finjan failed to apportion damages to the 
infringing functionality and that the $8-per-user royalty 
rate was unsupported by substantial evidence.  

We therefore affirm-in-part, reverse-in-part, and re-
mand to the district court for further consideration of the 
damages issue as to the ’844 patent.   

BACKGROUND 
On August 28, 2013, Finjan brought suit against Blue 

Coat in the Northern District of California for infringe-
ment of patents owned by Finjan and directed to identify-
ing and protecting against malware. Four of those patents 
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are at issue on appeal. Claims 1, 7, 11, 14, and 41 of U.S. 
Patent No. 6,154,844 (“the ’844 patent”) recite a system 
and method for providing computer security by attaching 
a security profile to a downloadable. Claims 1 and 17 of 
U.S. Patent No. 7,418,731 (“the ’731 patent”) recite a 
system and method for providing computer security at a 
network gateway by comparing security profiles associat-
ed with requested files to the security policies of request-
ing users. Claim 1 of U.S. Patent No. 6,965,968 (“the ’968 
patent”) recites a “policy-based cache manager” that 
indicates the allowability of cached files under a plurality 
of user security policies. Claim 14 of U.S Patent No. 
7,647,633 (“the ’633 patent”) relates to a system and 
method for using “mobile code runtime monitoring” to 
protect against malicious downloadables. 

After a trial, the jury found that Blue Coat infringed 
these four patents and awarded Finjan approximately 
$39.5 million for Blue Coat’s infringement: $24 million for 
the ’844 patent, $6 million for the ’731 patent, $7.75 
million for the ’968 patent, and $1,666,700 for the ’633 
patent. After a bench trial, the district court concluded 
that the ’844 patent is directed to patent-eligible subject 
matter under 35 U.S.C. § 101. 

Thereafter, the district court denied Blue Coat’s mo-
tions for judgment as a matter of law and a new trial, 
concluding that Finjan had provided substantial evidence 
to support each finding of infringement and the damages 
award. Blue Coat appeals the district court’s rulings on 
subject matter eligibility of the ’844 patent; infringement 
of the ’844, ’731, and ’968 patents; and damages for the 
’844, ’731, ’968, and ’633 patents. We have jurisdiction 
pursuant to 28 U.S.C. § 1295(a)(1).  
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DISCUSSION 
I. Subject Matter Eligibility of the ’844 Patent 

We first address subject matter eligibility with respect 
to the ’844 patent. We review the district court’s decision 
de novo. McRO, Inc. v. Bandai Namco Games Am. Inc., 
837 F.3d 1299, 1311 (Fed. Cir. 2016). 

Section 101 provides that a patent may be obtained 
for “any new and useful process, machine, manufacture, 
or composition of matter, or any new and useful improve-
ment thereof.” 35 U.S.C. § 101. The Supreme Court has 
long recognized, however, that § 101 implicitly excludes 
“laws of nature, natural phenomena, and abstract ideas” 
from the realm of patent-eligible subject matter, as mo-
nopolization of these “basic tools of scientific and techno-
logical work” would stifle the very innovation that the 
patent system aims to promote. Alice Corp. v. CLS Bank 
Int’l, 134 S. Ct. 2347, 2354 (2014) (quoting Ass’n for 
Molecular Pathology v. Myriad Genetics, Inc., 133 S. Ct. 
2107, 2116 (2013)); see also Mayo Collaborative Servs. v. 
Prometheus Labs., Inc., 132 S. Ct. 1289, 1294-97 (2012); 
Diamond v. Diehr, 450 U.S. 175, 185 (1981). 

The Supreme Court has instructed us to use a two-
step framework to “distinguish[] patents that claim laws 
of nature, natural phenomena, and abstract ideas from 
those that claim patent-eligible applications of those 
concepts.” Alice, 134 S. Ct. at 2355. At the first step, we 
determine whether the claims at issue are “directed to” a 
patent-ineligible concept. Id. If they are, we then “consid-
er the elements of each claim both individually and ‘as an 
ordered combination’ to determine whether the additional 
elements ‘transform the nature of the claim’ into a patent-
eligible application.” Id. (quoting Mayo, 132 S. Ct. at 
1298). This is the search for an “inventive concept”—
something sufficient to ensure that the claim amounts to 
“significantly more” than the abstract idea itself. Id. 
(quoting Mayo, 132 S.Ct. at 1294). 
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Starting at step one, we must first examine the ’844 
patent’s “claimed advance” to determine whether the 
claims are directed to an abstract idea. Affinity Labs of 
Tex., LLC v. DIRECTV, LLC, 838 F.3d 1253, 1257 (Fed. 
Cir. 2016). In cases involving software innovations, this 
inquiry often turns on whether the claims focus on “the 
specific asserted improvement in computer capabili-
ties . . . or, instead, on a process that qualifies as an 
‘abstract idea’ for which computers are invoked merely as 
a tool.” Enfish, LLC v. Microsoft Corp., 822 F.3d 1327, 
1335–36 (Fed. Cir. 2016).  

The ’844 patent is directed to a method of providing 
computer security by scanning a downloadable and at-
taching the results of that scan to the downloadable itself 
in the form of a “security profile.” Claim 1 of the ’844 
patent, which the district court found representative for 
§ 101 purposes, reads: 

1. A method comprising: 
receiving by an inspector a Downloadable; 
generating by the inspector a first Downloadable 
security profile that identifies suspicious code in 
the received Downloadable; and 
linking by the inspector the first Downloadable 
security profile to the Downloadable before a web 
server makes the Downloadable available to web 
clients. 

’844 patent, col. 11 ll. 11–21. At claim construction, the 
parties agreed that “Downloadable” should be construed 
to mean “an executable application program, which is 
downloaded from a source computer and run on the 
destination computer.” Additionally, the district court 
construed “Downloadable security profile that identifies 
suspicious code in the received Downloadable” to mean “a 
profile that identifies code in the received Downloadable 
that performs hostile or potentially hostile operations.”  
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We determined in Intellectual Ventures I LLC v. Sy-
mantec Corp., 838 F.3d 1307, 1319 (Fed. Cir. 2016), that 
“[b]y itself, virus screening is well-known and constitutes 
an abstract idea.” We also found that performing the virus 
scan on an intermediary computer—so as to ensure that 
files are scanned before they can reach a user’s comput-
er—is a “perfectly conventional” approach and is also 
abstract. Id. at 1321. Here the claimed method does a 
good deal more.  

Claim 1 of the ’844 patent scans a downloadable and 
attaches the virus scan results to the downloadable in the 
form of a newly generated file: a “security profile that 
identifies suspicious code in the received Downloadable.” 
The district court’s claim construction decision emphasiz-
es that this “identif[y] suspicious code” limitation can only 
be satisfied if the security profile includes “details about 
the suspicious code in the received downloadable, such 
as . . . ‘all potentially hostile or suspicious code operations 
that may be attempted by the Downloadable.’” Finjan, 
Inc. v. Blue Coat Sys., Inc., No. 13-CV-03999-BLF, 2014 
WL 5361976, at *9 (N.D. Cal. Oct. 20, 2014). The security 
profile must include the information about potentially 
hostile operations produced by a “behavior-based” virus 
scan. This operation is distinguished from traditional, 
“code-matching” virus scans that are limited to recogniz-
ing the presence of previously-identified viruses, typically 
by comparing the code in a downloadable to a database of 
known suspicious code. The question, then, is whether 
this behavior-based virus scan in the ’844 patent consti-
tutes an improvement in computer functionality. We 
think it does. 

The “behavior-based” approach to virus scanning was 
pioneered by Finjan and is disclosed in the ’844 patent’s 
specification. In contrast to traditional “code-matching” 
systems, which simply look for the presence of known 
viruses, “behavior-based” scans can analyze a down-
loadable’s code and determine whether it performs poten-
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tially dangerous or unwanted operations—such as renam-
ing or deleting files. Because security profiles communi-
cate the granular information about potentially suspicious 
code made available by behavior-based scans, they can be 
used to protect against previously unknown viruses as 
well as “obfuscated code”—known viruses that have been 
cosmetically modified to avoid detection by code-matching 
virus scans.  

The security profile approach also enables more flexi-
ble and nuanced virus filtering. After an inspector gener-
ates a security profile for a downloadable, a user’s 
computer can determine whether to access that down-
loadable by reviewing its security profile according to the 
rules in whatever “security policy” is associated with the 
user. Administrators can easily tailor access by applying 
different security policies to different users or types of 
users. And having the security profile include information 
about particular potential threats enables administrators 
to craft security policies with highly granular rules and to 
alter those security policies in response to evolving 
threats.  

Our cases confirm that software-based innovations 
can make “non-abstract improvements to computer tech-
nology” and be deemed patent-eligible subject matter at 
step 1. Enfish, 822 F.3d at 1335–36. In Enfish, for in-
stance, the court determined that claims related to a 
database architecture that used a new, self-referential 
logical table were non-abstract because they focused on 
“an improvement to computer functionality itself, not on 
economic or other tasks for which a computer is used in 
its ordinary capacity.” Id. at 1336. Indeed, the self-
referential database found patent eligible in Enfish did 
more than allow computers to perform familiar tasks with 
greater speed and efficiency; it actually permitted users to 
launch and construct databases in a new way. While 
deployment of a traditional relational database involved 
“extensive modeling and configuration of the various 
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tables and relationships in advance of launching the 
database,” Enfish’s self-referential database could be 
launched “with no or only minimal column definitions” 
and configured and adapted “on-the-fly.” Id. at 1333. 

Similarly, the method of claim 1 employs a new kind 
of file that enables a computer security system to do 
things it could not do before. The security profile approach 
allows access to be tailored for different users and ensures 
that threats are identified before a file reaches a user’s 
computer. The fact that the security profile “identifies 
suspicious code” allows the system to accumulate and 
utilize newly available, behavior-based information about 
potential threats. The asserted claims are therefore 
directed to a non-abstract improvement in computer 
functionality, rather than the abstract idea of computer 
security writ large. 

Even accepting that the claims are directed to a new 
idea, Blue Coat argues that they remain abstract because 
they do not sufficiently describe how to implement that 
idea. To support this argument, Blue Coat points to 
Apple, Inc. v. Ameranth, Inc., where we invalidated claims 
related to a computer system that can generate a second 
menu from a first menu based on a selection of items on 
the first menu. 842 F.3d 1229, 1240–41 (Fed. Cir. 2016). 
In that case, we held that the patents were directed to an 
abstract idea because they “d[id] not claim a particular 
way of programming or designing the software . . . but 
instead merely claim the resulting systems.” Id. at 1241. 
Blue Coat also relies on Affinity Labs, where we held that 
a claim related to wirelessly communicating regional 
broadcast content to an out-of-region recipient was ab-
stract and patent ineligible because there was nothing in 
the claim “directed to how to implement [the idea]. Ra-
ther, the claim is drawn to the idea itself.” 838 F.3d at 
1258. And Blue Coat also notes that, in Intellectual Ven-
tures, we found claims directed to email filtering to be 
abstract and patent ineligible when there is “no re-
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striction on how the result is accomplished . . . [and] [t]he 
mechanism . . . is not described.” 838 F.3d 1307, 1316 
(Fed. Cir. 2016) (quoting Internet Patents Corp. v. Active 
Network, Inc., 790 F.3d 1343, 1348 (Fed. Cir. 2015)). 

Apple, Affinity Labs, and other similar cases hearken 
back to a foundational patent law principle: that a result, 
even an innovative result, is not itself patentable. See 
Corning v. Burden, 56 U.S. 252, 268 (1853) (explaining 
that patents are granted “for the discovery or invention of 
some practicable method or means of producing a benefi-
cial result or effect . . . and not for the result or effect 
itself”); O’Reilly v. Morse, 56 U.S. 62, 112–113 (1853) 
(invalidating a claim that purported to cover all uses of 
electromagnetism for which “the result is the making or 
printing intelligible characters, signs, or letters at a 
distance” as “too broad, and not warranted by law”). 

Here, the claims recite more than a mere result. In-
stead, they recite specific steps—generating a security 
profile that identifies suspicious code and linking it to a 
downloadable—that accomplish the desired result. More-
over, there is no contention that the only thing disclosed 
is the result and not an inventive arrangement for accom-
plishing the result. There is no need to set forth a further 
inventive concept for implementing the invention. The 
idea is non-abstract and there is no need to proceed to 
step two of Alice. 

II. Infringement 
At trial, the jury found that Blue Coat’s products in-

fringed the ’844, ’731, and ’968 patents. The district court 
denied Blue Coat’s post-trial motions for judgment as a 
matter of law and a new trial, finding that Finjan had 
provided substantial evidence to support each finding of 
infringement and that the jury verdict was not against 
the weight of the evidence. We review denials of motions 
for JMOL de novo and motions for new trial for abuse of 



       FINJAN, INC. v. BLUE COAT SYSTEMS, INC. 10 

discretion. Revolution Eyewear, Inc. v. Aspex Eyewear, 
Inc., 563 F.3d 1358, 1370–71 (Fed. Cir. 2009). 

A. ’844 Patent 
Blue Coat first argues that the district court should 

have granted JMOL of non-infringement as to the assert-
ed claims in the ’844 patent because substantial evidence 
did not support the jury verdict. Specifically, Blue Coat 
contends that the asserted claims, requiring linking a 
security profile to a downloadable “before a web server 
makes the Downloadable available to web clients,” can 
only be infringed by a server-side product that evaluates 
content before it is published to the Internet in the first 
place. Blue Coat’s product, WebPulse, is a cloud-based 
service that provides information about downloadables to 
a customer’s network gateway in order to help the net-
work gateway determine whether a particular down-
loadable can be accessed by a specific end user. Because 
WebPulse only evaluates downloadables that are already 
publicly available on the Internet, Blue Coat argues that 
it does not infringe.  

Blue Coat made no request for a claim construction 
that would require linking the security profile to the 
downloadable before the downloadable is placed on the 
Internet. Blue Coat cannot raise the claim construction 
issue for the first time in post-trial motions: “it is too late 
at the JMOL stage to argue for or adopt a new and more 
detailed interpretation of the claim language and test the 
jury verdict by that new and more detailed interpreta-
tion.” Hewlett-Packard Co. v. Mustek Sys., Inc., 340 F.3d 
1314, 1321 (Fed. Cir. 2003). Under such circumstances, 
“the question for the trial court is limited to whether 
substantial evidence supports the jury’s verdict under the 
issued construction.” Wi-Lan, Inc. v. Apple, Inc., 811 F.3d 
455, 465 (Fed. Cir. 2016). Here, the claim, as construed by 
the district court, requires “linking by the inspector the 
first Downloadable security profile to the Downloadable 
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before [a/the] non-network gateway web server make[s] 
the Downloadable available to web clients.” ’844 patent, 
col. 11 ll. 18-20; J.A. 25. The jury was instructed to apply 
this construction.  

It was reasonable for the jury to interpret “web cli-
ents” in this context to refer to the specific web clients 
protected by the claimed system. Likewise, the limitation 
requiring that linking occur before a downloadable is 
“ma[de] . . . available to web clients” could reasonably be 
understood to require that linking occur at some point 
before users are permitted to access that downloadable—
but not necessarily before the downloadable is made 
available on the Internet. Blue Coat concedes that, at the 
time a security profile is linked, the “particular web client 
cannot yet receive the downloadable—but the web serv-
er has made it available . . . .” Reply Br. 9. Given the 
undisputed evidence that WebPulse links security profiles 
to downloadables before downloadables can be received by 
users of the service, we find that the ’844 infringement 
verdict was supported by substantial evidence.  

B. ’731 Patent 
We next consider Blue Coat’s claim that it was enti-

tled to JMOL of non-infringement as to the asserted 
claims of the ’731 patent. The ’731 patent is directed to a 
computer gateway that protects a private intranet from 
malicious software embedded in webpages on the public 
Internet.1 The claimed gateway operates by scanning 

                                            
1  Claim 1 of the ’731 patent reads:  
1. A computer gateway for an intranet of comput-
ers, comprising: 

a scanner for scanning incoming files from the 
Internet and deriving security profiles for the 
incoming files, wherein each of the security 
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potentially malicious files and creating “security profiles” 
that each comprise “a list of computer commands that the 
file is programmed to perform.” ’731 patent, col. 4 ll. 47–
48. Claim 17 further specifies that the security profile 
include “a list of at least one computer command that the 
retrieved file is programmed to perform.” ’731 patent, 
col. 13 ll. 7–8. Once these security profiles have been 
generated, they can be compared with the security policy 
associated with a given user in order to decide whether 
the file should be provided to that user.  

Blue Coat argues that the ’731 patent was not in-
fringed as a matter of law because the “security profiles” 
created by the accused product do not contain the requi-

                                                                                                  
profiles comprises a list of computer com-
mands that a corresponding one of the incom-
ing files is programmed to perform; 
a file cache for storing files that have been 
scanned by the scanner for future access, 
wherein each of the stored files is indexed by a 
file identifier; and 
a security profile cache for storing the security 
profiles derived by the scanner, wherein each 
of the security profiles is indexed in the secu-
rity profile cache by a file identifier associated 
with a corresponding file stored in the file 
cache; and 
a security policy cache for storing security pol-
icies for intranet computers within the intra-
net, the security policies each including a list 
of restrictions for files that are transmitted to 
a corresponding subset of the intranet com-
puters. 

’731 patent, col. 11 ll. 35–55. 
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site “list of computer commands.” Because Blue Coat did 
not request a construction of the “list of commands” term, 
we apply the ordinary meaning. We find that substantial 
evidence supports the jury’s finding of infringement.  

At trial, Finjan presented evidence demonstrating 
that the accused product creates a new file called “cook-
ie2” each time it scans an incoming file for potential 
malware. Cookie2 comprises a set of fields, each field 
representing various characteristics about the down-
loadable file. Fields 78–80 of Cookie2 represent certain 
commands and show whether those commands—such as 
eval(), unescape(), and document.write()—appear in the 
incoming file. In fields 78–80, an integer represents the 
number of times each command appears. Finjan’s expert, 
Dr. Mitzenmacher, testified that the data contained in 
fields 78–80 “is clearly a list of computer commands.” J.A. 
40383. 

Blue Coat argues that this is not enough and that the 
“list of commands” limitation cannot be satisfied by “an 
identifier of a type of command the system should watch 
for.” Appellant Br. 34. But the claim language simply 
requires that the security profile contain “a list of com-
puter commands that a corresponding one of the incoming 
files is programmed to perform.” It does not mandate any 
particular representation of that information—much less 
require that the commands be listed in the form of exe-
cutable code. Dr. Mitzenmacher testified at trial that the 
integers in fields 78–80 are “clearly a list of computer 
commands” because “those numbers determine whether 
or not those commands are in the security profile.” J.A. 
40383–84. He also notes that “there are many ways of 
representing a list [of computer commands], including the 
way it is represented here.” J.A. 40384. Substantial 
evidence supports the jury’s implied finding that the “list 
of commands” limitation is satisfied by the integers in 
Fields 78–80 of Cookie2, and the patent is infringed.  
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C. ’968 Patent 
Blue Coat also argues that it was entitled to JMOL of 

non-infringement with respect to the ’968 patent because 
Finjan failed to introduce substantial evidence that the 
accused products implement the claimed “policy index.” 
We agree.  

The ’968 patent is directed to a “policy-based” cache 
manager that can efficiently manage cached content 
according to a plurality of security policies. The patentee 
agrees that a “policy” is a rule or set of rules that deter-
mines whether a piece of content can be accessed by a 
user. Different policies can apply to different users, and 
the decision of whether to let a user access content is 
made by comparing the content’s security profile with the 
policy governing the user’s access. Thus, the policy based 
cache manager in the ’968 patent is a data structure that 
keeps track of whether content is permitted under various 
policies. Claim 1, the sole asserted claim, is reproduced 
below, with key language underlined: 

1. A policy-based cache manager, comprising:  
a memory storing a cache of digital con-
tent, a plurality of policies, and a policy 
index to the cache contents, the policy in-
dex including entries that relate cache 
content and policies by indicating cache 
content that is known to be allowable rela-
tive to a given policy, for each of a plurali-
ty of policies;  
a content scanner, communicatively cou-
pled with said memory, for scanning a dig-
ital content received, to derive a 
corresponding content profile; and  
a content evaluator, communicatively cou-
pled with said memory, for determining 
whether a given digital content is allowa-
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ble relative to a given policy, based on the 
content profile, the results of which are 
saved as entries in the policy index. 

’968 patent col. 9 ll. 47–62. At claim construction, the 
parties stipulated that “policy index” means “a data 
structure indicating allowability of cached content rela-
tive to a plurality of policies.” The jury was instructed to 
apply this construction. Once again, we test the jury’s 
infringement verdict based on this claim language and 
claim construction. Hewlett-Packard Co., 340 F.3d at 
1320–21. 

Trial testimony demonstrated that the accused prod-
uct, Proxy SG, is a gateway between an intranet of com-
puters and the Internet at large. Every time a user 
requests a file, Proxy SG will analyze that file and deter-
mine whether access is permitted under the user’s securi-
ty policy. As Proxy SG evaluates a file, it can cache the 
results of individual rules within a policy and use that 
information to speed up the process of making an ulti-
mate policy decision. Early in its analysis, for instance, 
Proxy SG can check the “category” of the file and then 
determine whether the user’s policy has any rules related 
to the “category” field. Proxy SG can then store “the 
evaluations of the parts of the rules that deal with this 
category field . . . . So you don’t have to reevaluate those 
conditions again.” J.A. 40327–28. As Finjan’s expert 
expressly acknowledged, however, Proxy SG does not save 
final decisions about whether content can be accessed by 
users subject to a given policy. It simply stores the evalu-
ation of each individual rule that goes into making an 
ultimate policy decision. This is not what the claim lan-
guage requires. The policy index claimed in the ’968 
patent must store the “results” of a content evaluator’s 
determination of “whether a given digital content is 
allowable relative to a given policy.”  
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At summary judgment, the district court agreed that 
this claim language requires the policy index to store final 
allowability determinations and noted that “Defendant’s 
argument would likely prevail if all policies consist of 
multiple rules or conditions.” Finjan, Inc. v. Blue Coat 
Sys., Inc., No. 13-CV-03999-BLF, 2015 WL 3630000, at *9 
(N.D. Cal. June 2, 2015). The court nevertheless declined 
to grant summary judgement because “the ’968 patent 
specifically provides that a policy can be just one rule.” Id. 
If Proxy SG saved the results of applying each rule that 
makes up a one-rule policy, it would be saving final al-
lowability determinations for a plurality of policies and 
thus infringing. The district court therefore gave Finjan 
the opportunity to prove at trial that “the Proxy SG policy 
cache contains a number of condition evaluations, each of 
which is determinative of whether a file is allowable 
relative to one of a plurality of single condition policies.” 
Id. 

At trial, Finjan made no such showing. There was no 
evidence indicating that the condition determinations 
stored by Proxy SG are final allowability decisions for 
users governed by single-rule policies. Indeed, Finjan’s 
expert acknowledged that Proxy SG never saves final 
allowability determinations and must instead re-evaluate 
the allowability of content each time it is requested. It is 
therefore clear that the jury’s infringement verdict was 
not supported by substantial evidence. 

Because Finjan failed to present evidence that the ac-
cused product ever stores final allowability determina-
tions, Blue Coat was entitled to JMOL of non-
infringement. 

III. Damages 
We now turn to Blue Coat’s damages arguments with 

respect to the ’844, ’731, and ’633 patents. The starting 
point is 35 U.S.C. § 284, which limits damages to those 
“adequate to compensate for the infringement.” Two 
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categories of compensation for infringement are the 
patentee’s lost profits and the “reasonable royalty he 
would have received through arms-length bargaining.” 
Lucent Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1324 
(Fed. Cir. 2009).  

The only measure of damages at issue in this case is a 
reasonable royalty, which “seeks to compensate the pa-
tentee . . . for its lost opportunity to obtain a reasonable 
royalty that the infringer would have been willing to pay 
if it had been barred from infringing.” AstraZeneca AB v. 
Apotex Corp., 782 F.3d 1324, 1334 (Fed. Cir. 2015) (citing 
Lucent Techs., 580 F.3d at 1325).  

A. ’844 Patent 
Blue Coat first argues that, in calculating a royalty 

base, Finjan failed to apportion damages to the infringing 
functionality. We agree.  

When the accused technology does not make up the 
whole of the accused product, apportionment is required. 
“[T]he ultimate combination of royalty base and royalty 
rate must reflect the value attributable to the infringing 
features of the product, and no more.” Ericsson, Inc. v. D–
Link Sys., Inc., 773 F.3d 1201, 1226 (Fed. Cir. 2014); see 
also Mentor Graphics v. EVE-USA, 870 F.3d 1298, 1299 
(Fed. Cir. 2017) (order denying rehearing en banc) 
(“[W]here an infringing product is a multi-component 
product with patented and unpatented components, 
apportionment is required.”); VirnetX, Inc. v. Cisco Sys., 
Inc., 767 F.3d 1308, 1326 (Fed. Cir. 2014) (“No matter 
what the form of the royalty, a patentee must take care to 
seek only those damages attributable to the infringing 
features.”). In such cases, the patentee must “give evi-
dence tending to separate or apportion the [infringer]'s 
profits and the patentee's damages between the patented 
feature and the unpatented features, and such evidence 
must be reliable and tangible, and not conjectural or 
speculative.” Garretson v. Clark, 111 U.S. 120, 121 (1884). 
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Finjan, as the present patent holder, had the burden of 
proving damages by a preponderance of the evidence.  

WebPulse, the infringing product, is a cloud-based 
system that associates URLs with over eighty different 
categories, including pornography, gambling, shopping, 
social networking, and “suspicious”—which is a category 
meant to identify potential malware. WebPulse is not sold 
by itself. Rather, other Blue Coat products, like Proxy SG, 
use WebPulse’s category information to make allowability 
determinations about URLs that end users are trying to 
access. 

DRTR, which stands for “dynamic real-time rating 
engine,” is the part of WebPulse responsible for analyzing 
URLs that have not already been categorized. DRTR 
performs both infringing and non-infringing functions. 
When a user requests access to a URL that is not already 
in the WebPulse database—a brand new website, for 
instance—DRTR will analyze the content, assign a cate-
gory or categories, and collect metadata about the site for 
further use. As part of that analysis, DRTR will examine 
the URL for malicious or suspicious code, create a kind of 
“security profile” highlighting that information, and then 
“attach” the security profile to the given URL. This in-
fringes the ’844 patent. But the DRTR analysis also 
evaluates whether the URL fits into categories ranging 
from pornography to news. These additional categories 
are unrelated to DRTR’s malware identification function 
but are still valuable for companies trying to, say, prevent 
employees from using social media while on the job. 
DRTR also collects metadata about the URL for Blue 
Coat’s later use. In other words, all of the infringing 
functionality occurs in DRTR, but some DRTR functions 
infringe and some do not.  

At trial, Finjan attempted to tie the royalty base to 
the incremental value of the infringement by multiplying 
WebPulse’s total number of users by the percentage of 
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web traffic that passes through DRTR, the WebPulse 
component that performs the infringing method. DRTR 
processes roughly 4% of WebPulse’s total web requests, so 
Finjan established a royalty base by multiplying the 75 
million worldwide WebPulse users by 4%. Although 
DRTR also performs the non-infringing functions de-
scribed above, Finjan did not perform any further appor-
tionment on the royalty base.  

Finjan argues that apportionment to DRTR is ade-
quate because DRTR is the “smallest, identifiable tech-
nical component” tied to the footprint of the invention. 
Appellee Br. 49–50. This argument, which draws from 
this court’s precedent regarding apportionment to the 
“smallest salable patent-practicing unit” of an infringing 
product, does not help Finjan. The smallest salable unit 
principle directs that “in any case involving multi-
component products, patentees may not calculate damag-
es based on sales of the entire product, as opposed to the 
smallest salable patent-practicing unit, without showing 
that the demand for the entire product is attributable to 
the patented feature.” LaserDynamics, Inc. v. Quanta 
Comput., Inc., 694 F.3d 51, 67–68 (Fed. Cir. 2012). The 
entire market value rule is not at issue in this case, 
however, and the fact that Finjan has established a 
royalty base based on the “smallest, identifiable technical 
component” does not insulate them from the “essential 
requirement” that the “ultimate reasonable royalty award 
must be based on the incremental value that the patented 
invention adds to the end product.” Ericsson, 773 F.3d at 
1226. As we noted in VirnetX, if the smallest salable 
unit—or smallest identifiable technical component—
contains non-infringing features, additional apportion-
ment is still required. VirnetX, 767 F.3d at 1327 (rejecting 
a jury instruction that “mistakenly suggest[ed] that when 
the smallest salable unit is used as the royalty base, there 
is necessarily no further constraint on the selection of the 
base”). 
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Finjan further defends its apportionment methodolo-
gy by asserting that it demonstrated that “many of these 
other categories were unimportant.” Appellee Br. 51. But 
the claimed unimportance of particular categories (e.g. 
“Macy’s and shopping”) does not speak to the overall 
importance of identifying categories unrelated to mal-
ware. Malware detection is undoubtedly an important 
driver of DRTR’s (and WebPulse’s) value. At trial, for 
instance, Dr. Layne-Farrar pointed to an internal Blue 
Coat email stating that “[t]oday the main value of [Web-
Filter and WebPulse] centers around zero-day malware 
protection.” J.A. 40571. She also referenced a 2012 public-
facing document entitled “Five reasons to choose Blue 
Coat,” which gave “negative-day defense: stop malware at 
the source” as reason number two. J.A. 40572–73. But it 
is evident that Blue Coat’s customers also value 
WebPulse’s ability to identify and filter other categories of 
content. A Blue Coat whitepaper discussed at trial promi-
nently advertises the fact that WebPulse provides “the 
granular category control that businesses need to imple-
ment acceptable Internet use policies.” J.A. 53136. And 
Finjan’s expert used an example about a company that 
wanted to bar access to certain sites categorized as “gam-
bling.” “Whether ‘viewed as valuable, important, or even 
essential,’ the patented feature must be separated.” 
VirnetX, 767 F.3d at 1329 (quoting LaserDynamics, 694 
F.3d at 68).  

Because DRTR is itself a multi-component software 
engine that includes non-infringing features, the percent-
age of web traffic handled by DRTR is not a proxy for the 
incremental value of the patented technology to WebPulse 
as a whole. Further apportionment was required to reflect 
the value of the patented technology compared to the 
value of the unpatented elements. 

Blue Coat also identifies a second error in Finjan’s 
reasonable royalty calculation. To arrive at a lump sum 
reasonable royalty payment for infringement of the ’844 
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patent, Finjan simply multiplied the royalty base by an 
$8-per-user royalty rate. Blue Coat contends that there is 
no basis for the $8-per-user rate. 

We agree with Blue Coat that the $8-per-user royalty 
rate employed in Finjan’s analysis was unsupported by 
substantial evidence. There is no evidence that Finjan 
ever actually used or proposed an $8-per-user fee in any 
comparable license or negotiation. Rather, the $8-per-user 
fee is based on testimony from Finjan’s Vice President of 
IP Licensing, Ivan Chaperot, that the current “starting 
point” in licensing negotiations is an “8 to 16 percent 
royalty rate or something that is consistent with 
that . . . like $8 per user fee.” J.A. 40409. Mr. Chaperot 
further testified that the 8–16% figure was based on a 
2008 verdict obtained by Finjan against Secure Compu-
ting. On this basis, Finjan’s counsel urged the jury to use 
an $8-per-user royalty rate for the hypothetical negotia-
tion because “that’s what Finjan would have asked for at 
the time.” J.A. 41654.  

While any reasonable royalty analysis “necessarily in-
volves an element of approximation and uncertainty, a 
trier of fact must have some factual basis for a determina-
tion of a reasonable royalty.” Unisplay, S.A. v. Am. Elec. 
Sign Co., 69 F.3d 512, 517 (Fed. Cir. 1995). Mr. Chaper-
ot’s testimony that an $8-per-user fee is “consistent with” 
the 8–16% royalty rate established in Secure Computing 
is insufficient. There is no evidence to support Mr. Chap-
erot’s conclusory statement that an 8–16% royalty rate 
would correspond to an $8-per-user fee, and Finjan fails to 
adequately tie the facts of Secure Computing to the facts 
in this case. See LaserDynamics, 694 F.3d at 79 
(“[A]lleging a loose or vague comparability between differ-
ent technologies or licenses does not suffice.”).  

Secure Computing did not involve the ’844 patent, and 
there is no evidence showing that the patents that were at 
issue are economically or technologically comparable. 
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Finjan’s evidence on this point is limited to the fact that 
that the infringing products in Secure Computing were 
also in the computer security field and that Secure Com-
puting was a competitor of Blue Coat in 2008. This sur-
face similarity is far too general to be the basis for a 
reasonable royalty calculation. In any case, Mr. Chaper-
ot’s testimony that an 8–16% royalty rate would be the 
current starting point in licensing negotiations says little 
about what the parties would have proposed or agreed to 
in a hypothetical arm’s length negotiation in 2008. And 
Finjan’s evidence of a $14–34 software user fee is not 
indicative of how much the parties would have paid to 
license a patent. See Uniloc USA, Inc. v. Microsoft Corp., 
632 F.3d 1292, 1317 (Fed. Cir. 2011) (“[T]here must be a 
basis in fact to associate the royalty rates used in prior 
licenses to the particular hypothetical negotiation at issue 
in the case.”). In short, the $8-per-user fee appears to 
have been plucked from thin air and, as such, cannot be 
the basis for a reasonable royalty calculation. 

While it is clear that Finjan failed to present a dam-
ages case that can support the jury’s verdict, reversal of 
JMOL could result in a situation in which Finjan receives 
no compensation for Blue Coat’s infringement of the ’844 
patent. Ordinarily, “the district court must award damag-
es in an amount no less than a reasonable royalty” when 
infringement is found,  Dow Chem. Co. v. Mee Indus., Inc., 
341 F.3d 1370, 1381 (Fed. Cir. 2003); see Riles v. Shell 
Expl. & Prod. Co., 298 F.3d 1302, 1313 (Fed. Cir. 2002), 
unless the patent holder has waived the right to damages 
based on alternate theories, Promega Corp. v. Life Tech. 
Corp., No. 2013-1011, slip op. at 15 (Fed. Cir. 2017). We 
therefore remand to the district court to determine 
whether Finjan has waived the right to establish reason-
able royalty damages under a new theory and whether to 
order a new trial on damages.  
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B. ’731 and ’633 Patents 
For the ’731 and ’633 patents, Finjan’s expert did ap-

portion the revenues comprising the royalty base between 
infringing and non-infringing functionality of Proxy SG. 
Blue Coat argues that the apportionment was insufficient. 
We disagree.  

Finjan’s expert, Dr. Layne-Farrar, based her appor-
tionment analysis for the ’731 and ’633 patents on an 
architectural diagram prepared by Blue Coat. The dia-
gram is entitled “Secure Web Gateway: Functions” and 
shows twenty-four boxes representing different parts of 
the Secure Web Gateway system. Dr. Layne-Farrar 
assumed that each box represented one top level function 
and that each function was equally valuable. Thus, be-
cause one function infringed the ’633 patent, and three 
infringed the ’731 patent, she used a 1/24th apportion-
ment for the ’633 patent and a 3/24th apportionment for 
the ’731 patent. 

Blue Coat argues that there was no evidence to sup-
port Dr. Layne-Farrar’s assumption that each box repre-
sents a “function” and that each function should be 
treated as equally valuable. But at trial, Dr. Layne-Farrar 
testified that her assumption was based on Blue Coat’s 
own diagram, which is entitled “Secure Web Gateway: 
Functions”, as well as her discussions with Mr. Medovic, a 
Finjan technical expert who explained the use of architec-
tural diagrams and identified certain components within 
the diagram that did and did not infringe. Dr. Layne-
Farrar also testified that she relied on the deposition of a 
Blue Coat engineer, in which the engineer stated that the 
diagram in question represents the full scope of Secure 
Web Gateway functionality. Based on this evidence, Dr. 
Layne-Farrar based her analysis on the twenty-four 
“functions” identified in the Blue Coat diagram and 
considered each function equally valuable.  
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Blue Coat notes that Dr. Layne-Farrar’s conclusions 
conflict with testimony from Mr. Shoenfeld, Blue Coat’s 
Senior VP of Products, stating that each box in the dia-
gram can “have many, many things behind [it] . . . so 
there’s no equal weighing of these [boxes] . . . .” See J.A. 
40756. But the existence of conflicting testimony does not 
mean the damages award is unsupported by substantial 
evidence. The jury was entitled to believe the patentee’s 
expert. The jury’s damages awards for infringement of the 
’731 and ’633 patents were based on substantial evi-
dence.2  

CONCLUSION 
For the foregoing reasons, we reverse the denial of 

JMOL of non-infringement with respect to the ’968 patent 
and remand to the district court to determine the issue of 
damages with respect to the ’844 patent. We affirm in all 
other respects.  

                                            
2  Blue Coat also argues that the damages award 

was flawed because the jury awarded damages in excess 
of the estimates offered by Finjan’s damages expert. 
Indeed, Finjan’s damages expert gave a range of 
$2,979,805 to $3,973,073 for infringement of the ’731 
patent and a range of $833,350 to $1,111,133 for in-
fringement of the ’633 patent, JA 40623, but the jury 
awarded $6,000,000 for the ’731 patent and $1,666,700 for 
the ’633 patent, J.A. 125. We agree with Blue Coat that 
the statute’s direction to award damages “in no event less 
than a reasonable royalty” does not mean that the patent-
ee need not support the award with reliable evidence. 35 
U.S.C. § 284. A jury may not award more than is support-
ed by the record, but here the record contains evidence 
that the expert’s estimates were conservative and that the 
underlying evidence could support a higher award. J.A. 
40619–20, 40656. 
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AFFIRMED-IN-PART, REVERSED-IN-PART, AND 
REMANDED. 

COSTS 
Each party shall bear its own costs.  
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REYNA, Circuit Judge.  

These appeals come before us after two trials in the 
district court—a first trial resolving the claims of patent 
infringement and damages, and a second trial ordered by 
the district court to retry the damages issues.  The parties 
raise various issues relating to the proper legal frame-
work for evaluating reasonable royalty damages in the 
patent infringement context.  Also before us are questions 
regarding implied license, patent exhaustion, infringe-
ment, jury instructions, and the admissibility of a settle-
ment agreement.  For reasons explained in detail below, 
we affirm-in-part, reverse-in-part, and remand. 

I. BACKGROUND 
A. The Patented Technology and the Optical  

Disc Drive Industry 

LaserDynamics, Inc. (“LaserDynamics”) is the owner 
of U.S. Patent No. 5,587,981 (“the ’981 Patent”), which 
was issued in 1996.  The patent is directed to a method of 
optical disc discrimination that essentially enables an 
optical disc drive (“ODD”) to automatically identify the 
type of optical disc—e.g., a compact disc (“CD”) versus a 
digital video disc (“DVD”)—that is inserted into the ODD.  
Claim 3, which was asserted at trial, is representative: 
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3.  An optical disk reading method comprising 
the steps of: 

processing an optical signal reflected from en-
coded pits on an optical disk until total num-
ber of data layers and pit configuration 
standard of the optical disk is identified; 
collating the processed optical signal with an 
optical disk standard data which is stored in a 
memory; and 
settling modulation of servomechanism means 
dependent upon the optical disk standard data 
which corresponds with the processed optical 
signal; 
(c) [sic] the servomechanism means including: 

a focusing lens servo to modulate position 
of a focusing lens; and  
a tracking servo to modulate movement of 
a pickup. 

This automated process saves the user from having to 
manually identify the kind of disc being inserted into the 
ODD before the ODD can begin to read the data on the 
disc.  The patented technology is alleged to be particularly 
useful in laptop computers where portability, convenience, 
and efficiency are essential.  At least as early as 2006, a 
laptop computer was not commercially viable unless it 
included an ODD that could automatically discriminate 
between optical discs.   

Yasuo Kamatani is the sole inventor of the ’981 Pat-
ent.  In 1998, viewing DVD technology as the next major 
data and video format, Mr. Kamatani founded LaserDy-
namics and assigned the ’981 Patent to the company.  Mr. 
Kamatani is the sole employee of LaserDynamics, which 
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is exclusively in the business of licensing Mr. Kamatani’s 
patents to ODD and consumer electronics manufacturers.   

When LaserDynamics was founded, the DVD market 
had reached few mainstream consumers, and there was 
some skepticism among electronics companies as to the 
likely success of this technology compared with the estab-
lished VHS format.  By 2000, however, DVD sales and the 
ODD market were sharply rising.  By 2003, most homes 
had DVD players and nearly every computer had an 
ODD.  An ODD having automatic disc discrimination 
capability quickly became the industry standard for DVD 
players and computers.1   

B. LaserDynamics’ Licensing History of  
the ’981 Patent 

According to LaserDynamics, it was initially difficult 
to generate interest in licensing the ’981 Patent, due to 
the novelty of the technology and LaserDynamics’ limited 
operating capital and bargaining power.  Nevertheless, 
LaserDynamics entered into sixteen licensing agreements 
from 1998 to 2001.  These licenses were granted to well 
known electronics and ODD manufacturers such as Sony, 
Philips, NEC, LG, Toshiba, Hitachi, Yamaha, Sanyo, 
Sharp, Onkyo, and Pioneer.  All of the licenses were non-

                                            
1   While LaserDynamics contends that all ODDs 

performing a disc discrimination method are within the 
scope of the ’981 Patent, Quanta Computer, Inc. (“QCI”) 
disputes that Mr. Kamatani invented the concept of disc 
discrimination, alleging that “[t]here are numerous other 
techniques disclosed in the prior art for determining what 
type of disc is inserted in an optical disc drive.”  QCI Br. 
at 10; A648.  The validity of the ’981 Patent is not before 
us, and so we do not address whether the scope of the 
invention as alleged by LaserDynamics is accurate other 
than to consider QCI’s non-infringement contentions 
below.    
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exclusive licenses granted in exchange for one time lump 
sum payments ranging from $57,000 to $266,000.  There 
is no evidence that these licenses recited the lump sum 
amounts as representing a running royalty applied over a 
certain period of time or being calculated as a percentage 
of revenues or profits.  These sixteen licenses were admit-
ted into evidence in the first trial, as explained below. 

Several other lump sum licenses were granted by La-
serDynamics between 1998 and 2003 to other ODD and 
electronics manufacturers via more aggressive licensing 
efforts involving actual or threatened litigation by La-
serDynamics.  These licenses, in addition to the sixteen 
licenses from the first trial, were admitted in the second 
trial.  

On February 15, 2006, LaserDynamics (and Mr. Ka-
matani) entered into a license agreement with BenQ 
Corporation to settle a two-year long litigation for a lump 
sum of $6 million.  This settlement agreement was exe-
cuted within two weeks of the anticipated trial against 
BenQ.  Kamatani v. BenQ Corp., No. 2:03-CV-437 (E.D. 
Tex. Jan. 20, 2006) (pre-trial conference order indicating 
trial was expected to begin in the last week of February 
2006).  By the time of the settlement, BenQ had been 
repeatedly sanctioned by the district court for discovery 
misconduct and misrepresentation.  The district court had 
allotted BenQ one-third less time than Mr. Kamatani for 
voir dire, opening statement, and closing argument, had 
awarded attorneys’ fees to Mr. Kamatani for bringing the 
sanctions motion, had stricken one of BenQ’s pleaded 
defenses, and had sanctioned BenQ $500,000.00 as an 
additional punitive and deterrent measure.  Kamatani v. 
BenQ Corp., No. 2:03-CV-437, 2005 U.S. Dist. LEXIS 
42762, at *20, *44-46 (E.D. Tex. Oct. 6, 2005).  The dis-
trict court believed that its harsh sanctions were justified 
because BenQ’s extensive misconduct “demonstrate[d] a 
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conscious intent to evade the discovery orders of this 
Court, as well as violate[d] this Court’s orders and the 
rules to an extent previously unknown by this Court.”  Id. 
at *44-45.  The BenQ settlement agreement was admitted 
into evidence in the second trial. 

Finally, in 2009 and 2010, LaserDynamics entered 
into license agreements with ASUSTeK Computer and 
Orion Electric Co., Ltd., respectively, for lump sum pay-
ments of $1 million or less.  These two licenses were 
admitted into evidence in the second trial. 

In total, twenty-nine licenses were entered into evi-
dence in the second damages trial.  With the exception of 
the $6 million BenQ license, all twenty-nine licenses were 
for lump sum amounts of $1 million or less.   

C. Quanta Computer Inc. and Quanta Storage Inc. 

Quanta Storage, Inc. (“QSI”) is a manufacturer of 
ODDs that was incorporated in 1999.  QSI is headquar-
tered in Taiwan and is a partially-owned subsidiary of 
Quanta Computer, Inc. (“QCI”), with which it shares some 
common officers, directors, and facilities.  QCI’s corporate 
headquarters are also located in Taiwan, and its factories 
are located in China.  QCI holds a minority share in QSI 
and does not control QSI’s operations.   

QCI assembles laptop computers for its various cus-
tomers, which include name brand computer companies 
such as Dell, Hewlett Packard (“HP”), Apple, and Gate-
way.  QCI does not manufacture ODDs, but will install 
ODDs into computers as instructed by its customers.  QCI 
will sometimes purchase ODDs directly from ODD manu-
facturers such as Sony, Panasonic, Toshiba, or QSI, as 
directed by QCI’s customers.  Predominantly, however, 
QCI will be required to purchase the ODDs from the 
customer for whom QCI is assembling the laptop com-
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puter.  In other words, QCI’s typical practice is to buy 
ODDs from Dell, HP, Apple, or Gateway, which in turn 
purchased the ODDs from the ODD manufacturers.  
Because QCI eventually sells the fully assembled laptop 
computers—including the ODDs—to its customers, this 
process is called a “buy/sell” arrangement.  When QCI 
purchases ODDs from one of its customers in a buy/sell 
context, it buys the ODDs for an artificially high “mask 
price” set by the customer and designed to hide the actual 
lower price of the ODDs from the customer’s competitors.  
Thus, the mask price is always higher than the actual 
price to the customer.   

QSI first sold its ODDs for integration into laptop 
computers in the United States in 2001.  In 2002, La-
serDynamics offered QSI a license under the ’981 Patent, 
but QSI disputed whether its ODDs were within the scope 
of the ’981 Patent and declined the offer.  QCI sold its first 
computer in the United States using an ODD from QSI in 
2003.  It was not until August 2006 that LaserDynamics 
offered a license to QCI concurrently with the filing of this 
lawsuit.  To date, neither QSI nor QCI has entered into a 
licensing agreement with LaserDynamics relating to the 
’981 Patent.   

D. ODDs Made by Philips and Sony/NEC/Optiarc 

Just as computer sellers Dell, HP, Apple, and Gate-
way outsource the assembly of their computers to compa-
nies like QCI, some sellers of ODDs outsource the 
assembly of their ODDs.  QSI assembles ODDs for Philips 
and Sony/NEC/Optiarc—two of the largest sellers of 
ODDs.  As discussed above, Philips and 
Sony/NEC/Optiarc are licensed by LaserDynamics to 
make and sell ODDs within the scope of the ’981 Patent.  
Under the license agreements, both Philips and 
Sony/NEC/Optiarc also enjoy “have made” rights that 
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permit them to retain companies like QSI to assemble 
ODDs for them.   

When QCI purchases ODDs directly from Philips or 
Sony/NEC/Optiarc—i.e., not under a buy/sell arrange-
ment—QCI has no knowledge of which entity assembled 
the ODDs.  QCI pays Philips or Sony/NEC/Optiarc di-
rectly for the ODDs, which are not sold under the QSI 
brand name even if assembled by QSI.   

II. PROCEDURAL HISTORY 

In August 2006, LaserDynamics brought suit against 
QCI and QSI for infringement of the ’981 Patent.  Because 
asserted claim 3 of the ’981 Patent is directed to a method 
of disc discrimination performed by an ODD, as opposed 
to the ODD itself, LaserDynamics relied on a theory of 
infringement that QSI’s and QCI’s sales of ODDs and 
laptop computers, respectively, actively induced infringe-
ment of the method by the end users of the ODDs and 
laptop computers.  See 35 U.S.C. § 271(b).   

On a pre-trial summary judgment motion brought by 
QCI and QSI relating to their defenses of patent exhaus-
tion and implied license, the district court made the 
following rulings:  

(1)  “the exhaustion doctrine does not apply to 
sales made overseas by [LaserDynamics’] licen-
sees”;  

(2)  “QCI has an implied license with respect 
to drives manufactured by non-Quanta entities li-
censed by [LaserDynamics] under worldwide li-
censes and sold by those licensees to QCI for 
incorporation into QCI computers.  In addition, 
QSI is not liable for manufacturing drives for 
Philips or Sony/NEC/Optiarc which are, in turn, 
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resold into the United States to non-Quanta enti-
ties”; and 

(3) “the Quanta defendants do not have an 
implied license with respect to drives that are 
manufactured by QSI and eventually sold to QCI 
(or another Quanta entity), notwithstanding the 
fact that those drives are sold through Philips or 
Sony/NEC/Optiarc, two of [LaserDynamics’] licen-
sees.  E.I. Du Pont de Nemours & Co. v. Shell Oil 
Co., 498 A.2d 1108, 1116 (Del. 1985). The effect of 
such transactions is to grant an impermissible 
sublicense.” 

LaserDynamics, Inc. v. Quanta Storage Am., Inc., No. 
2:06-CV-348-TJW-CE, 2009 U.S. Dist. LEXIS 115848, at 
*3-5 (E.D. Tex. June 29, 2009) (“Pre-Trial Op.”).  Based on 
these rulings, LaserDynamics dropped its claims against 
QSI and opted to pursue its active inducement of in-
fringement claims against QCI only at trial. 

QCI was first on notice of the ’981 Patent in August 
2006 when the complaint was filed.  Between August 2006 
and the conclusion of the first trial in June 2009, QCI sold 
approximately $2.53 billion of accused laptops into the 
United States.  LaserDynamics sought reasonable royalty 
damages under 35 U.S.C. § 284.  Pursuant to the analyti-
cal framework for assessing a reasonable royalty set forth 
in Georgia-Pacific Corp. v. United Plywood Corp., 318 F. 
Supp. 1116 (S.D.N.Y. 1970),2 the date of the “hypothetical 
negotiation” between the parties was deemed by the 

                                            
2  This court has sanctioned the use of the Georgia-

Pacific factors to frame the reasonable royalty inquiry.  
Those factors properly tie the reasonable royalty calcula-
tion to the facts of the hypothetical negotiation at issue.”  
Uniloc USA, Inc. v. Microsoft Corp., 632 F.3d 1292, 1317 
(Fed. Cir. 2011). 
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district court (over QCI’s objections) to be August 2006—
the date that QCI first became aware of the ’981 Patent 
and was therefore first potentially liable for active in-
ducement of infringement.  See Global-Tech Appliances, 
Inc. v. SEB S.A., 131 S. Ct. 2060, 2068 (2011) (holding 
that knowledge of the patent is necessary to prove active 
inducement of infringement).   

A. The First Trial 

The damages theory advanced by LaserDynamics in 
the first trial was presented chiefly through LaserDynam-
ics’ expert, Mr. Emmett Murtha.  Mr. Murtha opined that 
a running royalty of 2% of the total sales of laptop com-
puters by QCI is what the parties would have agreed to as 
a reasonable royalty had they engaged in a hypothetical 
negotiation in August 2006.  This opinion was based on 
Mr. Murtha’s understanding, obtained primarily from 
LaserDynamics’ other expert witnesses, that the technol-
ogy covered by the ’981 Patent provided an important and 
valuable function that was present in all ODDs currently 
in use, and that the presence of this function was a pre-
requisite for any laptop computer to be successful in the 
marketplace.  Since QCI sold laptop computers and not 
ODDs, Mr. Murtha viewed the complete laptop computer 
as an appropriate royalty base.   

To arrive at his 2% per laptop computer royalty rate, 
Mr. Murtha began by finding that 6% would be a reason-
able royalty rate to pay with respect to an ODD alone.  
Mr. Murtha reached his conclusion of a 6% per ODD 
royalty by relying on “comparable rates in two separate 
licensing programs involving DVDs where the rates were 
3.5 in one case and 4 percent in another case.”  A621, 
A650-54.3  The two patent licensing programs were un-
                                            

3  Citations to “A ” herein refer to pages of the 
Joint Appendix filed by the parties. 
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dertaken by third parties in the DVD industry around 
2000.  Id.  He also relied on “a very comprehensive royalty 
survey that was done by the Licensing Executive Society 
in 1997,” which he viewed as “a standard textbook for 
people who are seeking to set reasonable royalty rates.”  
Id.  The licensing survey was not limited to any particular 
industry but “was across whatever technologies were 
being licensed by the people who responded,” and sug-
gested that in general, across all of those unrelated tech-
nologies, “for a minor improvement, we would charge 2 to 
5 percent.  For a major improvement, we would charge 4 
to 8 percent.  And for a major breakthrough, 6 to 15 
percent . . . .”  A653-54.  There is no evidence in the record 
that the two third-party licensing programs or the indus-
tries involved in the licensing survey included the pat-
ented technology or even involved optical disc 
discrimination methods.  See id.; A652 (“[T]he two licens-
ing programs are important, because they indicate the 
going rate, if you will, at least for those patents, which 
may or may not be as important as the one in question.”) 
(emphasis added); A653 (“Q.  Was the [licensing] survey 
directed to ODD technology?  A. No.”). 

Mr. Murtha did not deem the sixteen lump sum li-
censes that were entered into between LaserDynamics 
and various electronics companies between 1998 and 2001 
to establish a royalty rate for the ’981 Patent.  Although 
he conceded that QCI would “absolutely” be aware of 
these prior agreements in a hypothetical negotiation 
context, he dismissed any probative value of these 16 
licenses because they were entered into before the August 
2006 hypothetical negotiation date.  He reasoned that, by 
2006, the DVD market was larger and more established 
such that the value of the patented technology was better 
appreciated and LaserDynamics had more bargaining 
power.   
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Based on his discussions with LaserDynamics’ other 
experts, Mr. Murtha concluded that the patented technol-
ogy in the ODD is responsible for one-third of the value of 
a laptop computer containing such an ODD.  Thus, he 
arrived at his 2% per laptop computer rate simply by 
taking one-third of the 6% rate for the ODD.  When Mr. 
Murtha’s proffered 2% running royalty rate was applied 
to QCI’s total revenues from sales of laptop computers in 
the United States—$2.53 billion—the resulting figure 
presented to the jury was $52.1 million.   

By contrast, QCI’s theory of damages was that a lump 
sum of $500,000 would be a reasonable royalty.  QCI’s 
expert, Mr. Brett Reed, found the 16 licenses in evi-
dence—all lump sums ranging between $50,000 and 
$266,000—to be highly indicative of the value of the 
patented technology according to LaserDynamics, and of 
what a reasonable accused infringer would agree to pay 
for a license.   

Prior to the first trial, QCI filed a motion for partial 
summary judgment, or in the alternative a motion pursu-
ant to Daubert v. Merrell Dow Pharmaceuticals, Inc., 509 
U.S. 579 (1993), with respect to damages.  QCI sought to 
limit damages to a one-time lump sum of $232,376.00 
based on LaserDynamics’ prior licenses, and to preclude 
Mr. Murtha from offering any opinion to the contrary for 
being unreliable by ignoring this established licensing 
practice.  QCI’s motion heavily criticized Mr. Murtha’s 
opinions for being fundamentally inconsistent with La-
serDynamics’ licenses in either form or amount.  How-
ever, QCI’s motion did not challenge Mr. Murtha’s one-
third apportionment calculation to go from his 6% rate 
per ODD to his 2% rate per laptop computer, nor did it 
challenge his use of a completed laptop computer as a 
royalty base.  The district court never ruled on QCI’s 
motion.  QCI also moved in limine to preclude testimony 
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regarding damages in excess of $266,000 or suggesting 
that the prior 16 licenses did not establish a royalty rate.  
The district court denied this motion.  At no point during 
the first trial did QCI object to or seek to limit Mr. 
Murtha’s testimony relating to his apportionment or 
royalty base selection, nor did QCI file a pre-verdict 
motion for judgment as a matter of law (“JMOL”) impli-
cating such issues pursuant to Federal Rule of Civil 
Procedure 50(a).   

Two other issues arose during the first trial that are 
pertinent to this appeal: (1) the district court’s instruc-
tions to the jury concerning QCI’s position regarding its 
buy/sell arrangements, and (2) the adequacy of LaserDy-
namics’ proof of infringement.  We discuss each issue in 
turn. 

1. The District Court’s Instruction to the Jury 

Upon perceiving a change in position by QCI concern-
ing the frequency with which QCI’s ODDs were obtained 
via a buy/sell arrangement, the district court instructed 
the jury as follows: 

[P]rior to yesterday, the position of Quanta Com-
puters was that this buy/sell arrangement . . . 
[was] one of the ways in which . . . they did their 
business. Yesterday, the testimony was, for the 
first time, that that was the predominant method 
of doing business. You are instructed that this 
constitutes a significant change in the testimony, 
and no documents have been produced to support 
that, and that you may take this instruction into 
account in judging the credibility of all of this wit-
ness’ testimony and all other Quanta Computer’s 
positions in this case. 
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A34-35.  A prior ruling from the magistrate judge permit-
ted QCI to utilize a demonstrative showing how a buy/sell 
arrangement works “conditioned on the Defendants’ 
representation that they would use the demonstratives to 
show generally one way that QCI obtains optical drives.”  
A5100.  QCI believed the district court’s later instruction 
was based on a false premise that QCI had changed its 
position.  Prior to trial, LaserDynamics was made aware 
of QCI’s contention that approximately 85% of its ODD 
purchases were through buy/sell arrangements.  The 
testimony elicited by QCI at trial was ostensibly consis-
tent with this contention, representing that QCI obtains 
drives from its customers “more frequently” than from 
ODD sellers.  A754.  Arguing that QCI did not run afoul 
of the earlier magistrate judge’s condition that the de-
monstrative show only “one way” QCI obtains its drives, 
QCI viewed the district court’s instruction unfairly preju-
dicial and moved for a new trial on that basis.  QCI’s 
motion for a new trial on these grounds was denied.   

2. QCI’s Challenge to the Proof of Infringement 

QCI challenged LaserDynamics’ contentions that the 
end users of the ODDs directly infringed the ’981 Patent.  
Asserted claim 3 of the ’981 Patent includes the step of 
“processing an optical signal reflected from encoded pits 
on an optical disk . . . .”  The district court construed the 
phrase “encoded pits on an optical disk” to mean “depres-
sion[s] in the surface of the disk which represent[] data or 
information.”  LaserDynamics, Inc. v. Asus Computer Int’l, 
No. 2:06-cv-348-TJW-CE, 2008 U.S. Dist. LEXIS 63498, at 
*13 (E.D. Tex. Aug. 18, 2008) (“Markman Order”).  The 
subsequent claimed step of “collating the processed optical 
signal with an optical disk standard data which is stored 
in a memory” was construed to mean “comparing the 
processed optical signal with an optical disk standard 
data stored on a memory.”  Id. at *15.  The Markman 
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Order further explained that “there is no requirement 
that the same optical signal determine both the total 
number of data layers and also pit configuration stan-
dard.”  Id.  According to LaserDynamics’ expert, industry 
standards require that each type of optical disc (i.e., CD, 
DVD, etc.) has a particular arrangement of depressions 
within the data layer as well as a particular depth of the 
data layer from the surface of the disc, such that the 
depth and arrangement of depressions have a one-to-one 
correspondence.  LaserDynamics’ theory of infringement 
was that the optical signal in the accused ODDs included 
a “counter value” that tracked the time for the ODD to 
change focus from the transparent outer surface of the 
disc to the internal data layer.  When the counter value 
was compared with a known threshold counter value for a 
given type of optical disc, the type of disc (including its 
standard arrangement of depressions) could be identified.   

QCI filed a motion for JMOL of non-infringement, ar-
guing that the ODDs in its laptop computers, by measur-
ing a counter value of time, were not literally measuring 
an arrangement of depressions, which QCI contended was 
required by the language of claim 3 and the district 
court’s claim constructions.  Specifically, QCI notes claim 
3 requires a step of “settling modulation of servomecha-
nism means dependent upon the optical disk standard 
data which corresponds with the processed optical signal,” 
which the district court construed as “establishing the 
regulation of the automatic feedback control system for 
mechanical motion dependent upon the recognized ar-
rangement of depressions for an optical storage medium 
which corresponds to the processed optical signal.”  
Markman Order at *16.  QCI alleged that this construc-
tion indicates that the reference to operating the servo-
mechanism based on “optical disk standard data” requires 
the ODD to identify a spatial value—“the recognized 
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arrangement of depressions”—not to calculate a temporal 
“counter value” in order to discriminate between optical 
disc types.  A3190.  The district court denied QCI’s motion 
for JMOL, finding no basis to disturb the jury’s infringe-
ment verdict.   

B. The First Jury Verdict and Post-Trial 
 Proceedings 

The jury ultimately returned a verdict finding QCI li-
able for active inducement of infringement, and awarded 
$52 million in damages to LaserDynamics, almost the 
exact amount proffered by Mr. Murtha.  After the verdict, 
QCI filed a motion for a remittitur or new trial pursuant 
to Federal Rule of Civil Procedure 59(a).  In this motion, 
QCI argued that the verdict was grossly excessive and 
against the great weight of the evidence, and for the first 
time argued that Mr. Murtha’s testimony should have 
been excluded due to his unreliable methodology in apply-
ing the “entire market value rule”—i.e., using the reve-
nues from sales of the entire laptop computers as the 
royalty base—without having established that the pat-
ented feature drives the demand for the entire laptop 
computer.  Rite-Hite Corp. v. Kelley Co., 56 F.3d 1538, 
1549 (Fed. Cir. 1995).  In other words, QCI argued that 
LaserDynamics failed to establish that the disc discrimi-
nation method covered by claim 3 of the ’981 Patent was 
“the basis for customer demand” for the laptop computers.  
Id.   

The district court granted QCI’s motion, finding that 
LaserDynamics had indeed improperly invoked the entire 
market value rule.  LaserDynamics, Inc. v. Quanta Com-
puter, Inc., No. 2:06-cv-348-TJW-CE, 2010 U.S. Dist. 
LEXIS 56634 (E.D. Tex. June 9, 2010) (“New Trial Op.”).  
The district court reasoned that “[t]he price of the finished 
computers should not have been included in the royalty 
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base [because] LaserDynamics presented no evidence that 
its patented method drove the demand for QCI’s finished 
computers.” Id. at *9.  “At best,” LaserDynamics had only 
established that “almost all computers sold in the retail 
market include optical disc drives and that customers 
would be hesitant to purchase computers without an 
optical disc drive.”  Id. at *10.  LaserDynamics’ theory in 
the first trial was thus found to violate Rite-Hite as well 
as our then-recent decision in Lucent Techs., Inc. v. Gate-
way, Inc., 580 F.3d 1301 (Fed. Cir. 2009),4 which further 
expounded on the entire market value rule.  The district 
court concluded that the $52 million damages award was 
unsupportable and excessive, and granted QCI’s motion.  
Id. at *12-13.  Because the district court did not view Mr. 
Murtha’s 6%-per-ODD royalty as clearly excessive, La-
serDynamics was given the option of a new trial on dam-
ages or a remittitur to $6.2 million, which was calculated 
using the 6% royalty rate applied to each ODD sold as 
part of QCI’s laptop computers.  Id. at *11-13.  LaserDy-
namics declined to accept the remittitur to $6.2 million 
and elected to have a new trial. 

C. The Second Trial 

Prior to the second trial on damages, QCI renewed its 
objections to the anticipated testimony of Mr. Murtha 
concerning his dismissive view of the existing licenses to 
the ’981 Patent, and challenged his 6% royalty rate based 
on ODD average price for being improperly based on non-
comparable licensing evidence.  QCI also expressly chal-
lenged Mr. Murtha’s 2% royalty applying the entire 
market value rule, relying on our decisions in Lucent 
Technologies, 580 F.3d 1301, and Uniloc USA, Inc. v. 
Microsoft Corp., 632 F.3d 1292 (Fed. Cir. 2011).  QCI’s 
                                            

4  Lucent was issued two months after the jury ver-
dict but before QCI’s new trial motion was filed. 
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objections regarding the application of the entire market 
value rule were sustained.  LaserDynamics, Inc. v. 
Quanta Computer, Inc., No. 2:06-cv-348-TJW-CE, 2011 
U.S. Dist. LEXIS 42590, at *8 (E.D. Tex. Jan. 7, 2011) 
(“Mr. Murtha's opinions that a reasonable royalty is 2% of 
the entire market value of a computer, and that a disk 
drive constitutes a third of the value of the computer, are 
excluded.”).  The district court permitted LaserDynamics 
to put on evidence regarding a 6% running royalty dam-
ages model based on ODD average price, but subject to 
certain restrictions regarding proof of comparability to the 
hypothetically negotiated license.  LaserDynamics, Inc. v. 
Quanta Computer, Inc., No. 2:06-cv-348-TJW-CE, at 3 
(E.D. Tex. Jan. 19, 2011) (“[T]he court DENIES Quanta’s 
cross-motion to preclude Laser from arguing that a run-
ning royalty is appropriate.”); LaserDynamics, 2011 U.S. 
Dist. LEXIS 42590, at *10 (permitting Mr. Murtha to rely 
on the 1997 Licensing Executive Society survey “to allude 
to general practices, such as preference for a running 
royalty or a lump sum, but [not to] testify as to the royalty 
rates discussed in the survey”); id. at *11 (ordering that, if 
seeking to present licenses as comparable to the jury, “[i]t 
is not sufficient to state that both patents cover optical 
disk drive technology.  The plaintiff must establish the 
functionality enabled by the patent-in-suit as well as the 
functionality purportedly covered by the licensed patent 
and compare their economic importance”). 

Before the second trial, QCI also filed a motion in 
limine to exclude the 2006 BenQ settlement agreement 
from evidence for having its probative value substantially 
outweighed by the danger of unfair prejudice or confusion 
of the issues under Federal Rule of Evidence 403.  QCI’s 
motion emphasized the unique circumstances of the BenQ 
settlement that rendered it non-comparable, as it was 
executed shortly before trial and after BenQ had been 
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repeatedly sanctioned by the district court.  QCI also 
challenged the probative value of any per unit royalty 
rate that might be extrapolated from the BenQ settle-
ment, which involved only a one time lump sum royalty 
payment of $6 million.  The district court denied QCI’s 
motion, reasoning that LaserDynamics could use the 
BenQ agreement to “prove up a per unit royalty rate from 
the information provided in the agreement” so as to 
support its 6% per ODD royalty rate.  LaserDynamics, 
Inc. v. Quanta Computer, Inc., No. 2:06-cv-348-TJW-CE, 
at 3 (E.D. Tex. Jan. 19, 2011). 

In light of these rulings, LaserDynamics offered tes-
timony that damages should be $10.5 million based on a 
running royalty of 6% of the average price of a standalone 
ODD.  While the average per-unit ODD price utilized in 
the first trial was the $28 mask price, LaserDynamics 
now used a $41 per ODD value that was calculated based 
on a relatively small sample of about 9,000 licensed non-
infringing drives made by Sony that were sold as re-
placement drives by QCI.  In response to QCI’s objections, 
LaserDynamics contended that this increased value was 
accurate and reliable because prior to the first trial both 
QSI and QCI were accused of inducing infringement.  
According to LaserDynamics, the prices of QSI’s ODDs 
and QCI’s laptop computers were evaluated to support 
LaserDynamics’ damages theory going into the first trial 
since it was not until after the district court’s rulings in 
the Pre-Trial Opinion that LaserDynamics dropped its 
claims against QSI.  Going into the second trial, however, 
only QCI was accused of active inducement, and so the 
price of ODDs sold by QCI became a more central issue.  
Since QCI does not itself make and sell standalone ODDs, 
and since QCI presented no representative sales price, 
LaserDynamics used the average price of the replacement 
ODDs sold by QCI.  QCI nevertheless contends that this 
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$41 price is far too high since the evidence is undisputed 
that mask price of $28 paid by QCI is always higher than 
the actual price of the ODD.   

QCI’s expert testified that the appropriate damages 
amount was a lump sum payment of $1.2 million, based in 
large part on the fact that none of the now twenty-nine 
licenses in evidence (excluding the BenQ settlement) 
exceeded lump sum amounts of $1 million.  Based on 
evidence that QCI could have switched from QSI drives to 
other licensed ODD suppliers to avoid infringement at a 
cost of $600,000, QCI’s expert also opined that QCI would 
have paid twice that amount to have the freedom to use 
ODDs from any supplier.   

The jury ultimately awarded a lump sum amount of 
$8.5 million in damages.  QCI moved for JMOL on the 
grounds that the hypothetical negotiation date had been 
improperly set as August 2006, that the evidence at trial 
did not support the jury’s award of $8.5 million, and that 
LaserDynamics had failed to offer proof at trial to support 
its $10.5 million damages theory.  The district court 
denied QCI’s motion for JMOL.   

*   *   * 

LaserDynamics appealed the district court’s granting 
QCI’s motion for a new trial and/or remittitur based on 
the entire market value rule.  QCI cross-appealed the 
district court’s denial of a new trial on the alternative 
ground of the district court’s allegedly prejudicial instruc-
tion to the jury.  QCI also cross-appealed the district 
court’s entry of summary judgment on the issues of im-
plied license and patent exhaustion, its denial of QCI’s 
motion for JMOL of non-infringement following the first 
trial, and its denial of QCI’s motion for JMOL following 
the second trial.  We have jurisdiction pursuant to 28 
U.S.C. § 1295(a)(1). 
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III. DISCUSSION 

For issues not unique to patent law, we apply the law 
of the regional circuit where this appeal would otherwise 
lie, which in this case is the Fifth Circuit.  i4i Ltd. P’ship 
v. Microsoft Corp., 598 F.3d 831, 841 (Fed. Cir. 2010).  
Thus, the grant or denial of a motion for a remittitur or a 
new trial is reviewed for an abuse of discretion.  Brunne-
mann v. Terra Int’l, Inc., 975 F.2d 175, 177 (5th Cir. 
1992); Bonura v. Sea Land Serv., Inc., 505 F.2d 665,669 
(5th Cir. 1974).  Evidentiary rulings are reviewed for an 
abuse of discretion.  Industrias Magromer Cueros Y Pieles 
S.A. v. La. Bayou Furs, 293 F.3d 912, 924 (5th Cir. 2002).  
Decisions on motions for summary judgment and JMOL 
are reviewed de novo.  Cambridge Toxicology Group v. 
Exnicios, 495 F.3d 169, 173, 179 (5th Cir. 2007).   

For reasons explained in detail below, we hold: (a) 
that the district court properly granted a new trial on 
damages following the first jury verdict; (b) that the 
district court erred in finding that QCI does not have an 
implied license to assemble and sell laptops using ODDs 
purchased via Philips and Sony/NEC/Optiarc; (c) that the 
district court properly denied QCI’s motion for JMOL of 
non-infringement; (d) that the district court’s jury instruc-
tion does not alone warrant a new trial on liability; (e) 
that the district court erred by setting the hypothetical 
negotiation date as August 2006; (f) that the district court 
erred in admitting the BenQ settlement agreement into 
evidence; and (g) that the district court erred in permit-
ting Mr. Murtha to offer his opinion concerning a 6% per 
ODD running royalty rate based on ODD average price as 
a proper measure of reasonable royalty damages in the 
second trial.  We address each of these issues in turn. 
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A. The District Court Properly Granted a New  
Trial on Damages 

LaserDynamics contends that the district court erred 
by granting QCI’s motion for a new trial on damages after 
the conclusion of the first trial.  Essentially, LaserDynam-
ics believes that the district court was precluded from 
ordering a new trial under the circumstances, since QCI 
never raised its entire market value rule argument until 
after the jury verdict, and thereby waived any right to 
seek a new trial to rectify that error.  Moreover, LaserDy-
namics denies that it improperly relied on the entire 
market value rule during the first trial, but contends that 
it instead used a permissible “product value apportion-
ment” method.  LaserDynamics Br. at 36-44.  We disagree 
with both of LaserDynamics’ arguments. 

1. The Entire Market Value Rule 

We begin by noting that some products are made of 
many different components, one or more of which compo-
nents may be covered by an asserted patent, while other 
components are not.  This is especially true for electronic 
devices, which may include dozens of distinct components, 
many of which may be separately patented, the patents 
often being owned by different entities.  To assess how 
much value each patented and non-patented component 
individually contributes to the overall end product—e.g., a 
personal computer—can be an exceedingly difficult and 
error-prone task.   

By statute, reasonable royalty damages are deemed 
the minimum amount of infringement damages “adequate 
to compensate for the infringement.”  35 U.S.C. § 284.  
Such damages must be awarded “for the use made of the 
invention by the infringer.”  Id.  Where small elements of 
multi-component products are accused of infringement, 
calculating a royalty on the entire product carries a 



LASERDYNAMICS v. QUANTA COMPUTER 23 
 
 

considerable risk that the patentee will be improperly 
compensated for non-infringing components of that prod-
uct.  Thus, it is generally required that royalties be based 
not on the entire product, but instead on the “smallest 
salable patent-practicing unit.”  Cornell Univ. v. Hewlett-
Packard Co., 609 F. Supp. 2d 279, 283, 287-88 (N.D.N.Y. 
2009) (explaining that “counsel would have wisely aban-
doned a royalty base claim encompassing a product with 
significant non-infringing components. The logical and 
readily available alternative was the smallest salable 
infringing unit with close relation to the claimed inven-
tion—namely the processor itself.”).   

The entire market value rule is a narrow exception to 
this general rule.  If it can be shown that the patented 
feature drives the demand for an entire multi-component 
product, a patentee may be awarded damages as a per-
centage of revenues or profits attributable to the entire 
product.  Rite-Hite, 56 F.3d at 1549, 1551.  In other words, 
“[t]he entire market value rule allows for the recovery of 
damages based on the value of an entire apparatus con-
taining several features, when the feature patented 
constitutes the basis for customer demand.”  Lucent, 580 
F.3d at 1336 (quoting TWM Mfg. Co. v. Dura Corp., 789 
F.2d 895, 901 (Fed. Cir. 1986)).  The entire market value 
rule is derived from Supreme Court precedent requiring 
that “the patentee . . . must in every case give evidence 
tending to separate or apportion the defendant’s profits 
and the patentee’s damages between the patented feature 
and the unpatented features, and such evidence must be 
reliable and tangible, and not conjectural or speculative.”  
Garretson v. Clark, 111 U.S. 120, 121 (1884).  The Court 
explained that “the entire value of the whole machine, as 
a marketable article, [must be] properly and legally 
attributable to the patented feature.”  Id.   
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In effect, the entire market value rule acts as a check 
to ensure that the royalty damages being sought under 35 
U.S.C. § 284 are in fact “reasonable” in light of the tech-
nology at issue.  We have consistently maintained that “a 
reasonable royalty analysis requires a court to hypothe-
size, not to speculate. . . .  [T]he trial court must carefully 
tie proof of damages to the claimed invention’s footprint in 
the market place.”  ResQNet.com, Inc. v. Lansa, Inc., 594 
F.3d 860, 869 (Fed. Cir. 2010).  A damages theory must be 
based on “sound economic and factual predicates.” Riles v. 
Shell Exploration & Prod. Co., 298 F.3d 1302, 1311 (Fed. 
Cir. 2002).  The entire market value rule arose and 
evolved to limit the permissible scope of patentees’ dam-
ages theories. 

Importantly, the requirement to prove that the pat-
ented feature drives demand for the entire product may 
not be avoided by the use of a very small royalty rate.  We 
recently rejected such a contention, raised again in this 
case by LaserDynamics, and clarified that “[t]he Supreme 
Court and this court’s precedents do not allow considera-
tion of the entire market value of accused products for 
minor patent improvements simply by asserting a low 
enough royalty rate.”  Uniloc, 632 F.3d at 1319-20 (ex-
plaining that statements in Lucent suggesting otherwise 
were taken out of context).  We reaffirm that in any case 
involving multi-component products, patentees may not 
calculate damages based on sales of the entire product, as 
opposed to the smallest salable patent-practicing unit, 
without showing that the demand for the entire product is 
attributable to the patented feature. 

Regardless of the chosen royalty rate, one way in 
which the error of an improperly admitted entire market 
value rule theory manifests itself is in the disclosure of 
the revenues earned by the accused infringer associated 
with a complete product rather than the patented compo-



LASERDYNAMICS v. QUANTA COMPUTER 25 
 
 

nent only.  In Uniloc, we observed that such disclosure to 
the jury of the overall product revenues “cannot help but 
skew the damages horizon for the jury, regardless of the 
contribution of the patented component to this revenue.”  
Id. at 1320 (noting that “the $19 billion cat was never put 
back into the bag,” and that neither cross-examination 
nor a curative jury instruction could have offset the 
resulting unfair prejudice).  Admission of such overall 
revenues, which have no demonstrated correlation to the 
value of the patented feature alone, only serve to make a 
patentee’s proffered damages amount appear modest by 
comparison, and to artificially inflate the jury’s damages 
calculation beyond that which is “adequate to compensate 
for the infringement.”  Id.; see 35 U.S.C. § 284.   

Turning to the facts of this case, LaserDynamics and 
Mr. Murtha unquestionably advanced an entire market 
value rule theory in the first trial.  Mr. Murtha opined 
that a 2% running royalty applied to QCI’s total revenues 
from sales of laptop computers in the United States—
$2.53 billion—was an appropriate and reasonable royalty.  
The resulting figure presented to the jury was $52.1 
million, and the jury awarded damages in nearly that 
exact amount.  Whether called “product value apportion-
ment” or anything else, the fact remains that the royalty 
was expressly calculated as a percentage of the entire 
market value of a laptop computer rather than a patent-
practicing ODD alone.  This, by definition, is an applica-
tion of the entire market value rule.   

LaserDynamics’ use of the entire market value rule 
was impermissible, however, because LaserDynamics 
failed to present evidence showing that the patented disc 
discrimination method drove demand for the laptop 
computers.  It is not enough to merely show that the disc 
discrimination method is viewed as valuable, important, 
or even essential to the use of the laptop computer.  Nor is 
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it enough to show that a laptop computer without an ODD 
practicing the disc discrimination method would be com-
mercially unviable.  Were this sufficient, a plethora of 
features of a laptop computer could be deemed to drive 
demand for the entire product.  To name a few, a high 
resolution screen, responsive keyboard, fast wireless 
network receiver, and extended-life battery are all in a 
sense important or essential features to a laptop com-
puter; take away one of these features and consumers are 
unlikely to select such a laptop computer in the market-
place.  But proof that consumers would not want a laptop 
computer without such features is not tantamount to 
proof that any one of those features alone drives the 
market for laptop computers.  Put another way, if given a 
choice between two otherwise equivalent laptop com-
puters, only one of which practices optical disc discrimina-
tion, proof that consumers would choose the laptop 
computer having the disc discrimination functionality 
says nothing as to whether the presence of that function-
ality is what motivates consumers to buy a laptop com-
puter in the first place.  It is this latter and higher degree 
of proof that must exist to support an entire market value 
rule theory.  

Our decision in Lucent is illustrative.  There, the pat-
ent at issue involved a helpful and convenient “date 
picker” feature that was being used within the grand 
scheme of Microsoft’s Outlook email software.  We held 
that because the patented feature was “but a tiny feature 
of one part of a much larger software program,” a royalty 
could not be properly calculated based on the value of the 
entire Outlook program because “there was no evidence 
that anybody anywhere at any time ever bought Outlook . 
. . because it had [the patented] date picker.”  Lucent, 580 
F.3d at 1332-33 (emphasis added). 
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In this case, Mr. Murtha never conducted any market 
studies or consumer surveys to ascertain whether the 
demand for a laptop computer is driven by the patented 
technology.  On the record before us, the patented method 
is best understood as a useful commodity-type feature 
that consumers expect will be present in all laptop com-
puters.  There is no evidence that this feature alone 
motivates consumers to purchase a laptop computer, such 
that the value of the entire computer can be attributed to 
the patented disc discrimination method.  As the district 
court aptly stated, “[a]t best,” LaserDynamics proved only 
that “almost all computers sold in the retail market 
include optical disc drives and that customers would be 
hesitant to purchase computers without an optical disc 
drive.”  New Trial Op. at *10.  The district court correctly 
found that this evidence fails to satisfy the requirements 
of our precedent to support the usage of the entire market 
value rule when calculating reasonable royalty damages.   

Furthermore, Mr. Murtha’s one-third apportionment 
to bring his royalty rate down from 6% per ODD to 2% per 
laptop computer appears to have been plucked out of thin 
air based on vague qualitative notions of the relative 
importance of the ODD technology.  The district court 
correctly concluded that “[a]lthough [LaserDynamics] 
argues that the many activities that may be performed on 
a computer using a disk drive, such as playing movies, 
music and games, transferring documents, backing up 
files, and installing software comprise a third of the value 
of a computer, [Mr. Murtha] offers no credible economic 
analysis to support that conclusion.”  LaserDynamics, 
2011 U.S. Dist. LEXIS 42590, at *6.  This complete lack of 
economic analysis to quantitatively support the one-third 
apportionment echoes the kind of arbitrariness of the 
“25% Rule” that we recently and emphatically rejected 
from damages experts, and would alone justify excluding 
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Mr. Murtha’s opinions in the first trial.  Cf. Uniloc, 632 
F.3d at 1318 (“Gemini’s starting point of a 25 percent 
royalty had no relation to the facts of the case, and as 
such, was arbitrary, unreliable, and irrelevant. The use of 
such a rule fails to pass muster under Daubert and taints 
the jury’s damages calculation.”).   

Finally, we reject the contention that practical and 
economic necessity compelled LaserDynamics to base its 
royalty on the price of an entire laptop computer.  La-
serDynamics Br. at 15-18.  LaserDynamics emphasizes 
that QCI is in the business of assembling and selling 
complete laptop computers, not independent ODDs, and 
that QCI does not track the prices, revenues, or profits 
associated with individual components.  Likewise, La-
serDynamics points out that QCI purchases ODDs for a 
“mask price,” which the district court described as “nomi-
nal” and essentially “an accounting fiction” that offers 
“little evidence of the drives’ actual value.”  LaserDynam-
ics, Inc. v. Quanta Computer, Inc., No. 2:06-cv-348-TJW-
CE (E.D. Tex. Jan. 21, 2011).  LaserDynamics further 
points to Mr. Murtha’s testimony that, in his prior experi-
ence working in patent licensing at IBM, IBM would often 
base royalties on entire products to address such account-
ing difficulties.  Thus, LaserDynamics concludes that the 
parties would have had to use the value of the entire 
laptop computer as the royalty base in structuring a 
hypothetical license agreement, as it reflects the only true 
market value of anything that QCI sells.   

LaserDynamics overlooks that a per-unit running 
royalty is not the only form of a reasonable royalty that 
the parties might have agreed to in a hypothetical nego-
tiation.  An alternate form is evidenced by the many 
license agreements to the ’981 Patent in the record for 
lump sum royalties that are not calculated as a percent-
age of any component or product, which immediately 
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belies the argument that using a laptop computer as the 
royalty base is “necessary.”  LaserDynamics’ necessity 
argument also fails to address the fundamental concern of 
the entire market value rule, since permitting LaserDy-
namics to use a laptop computer royalty base does not 
ensure that the royalty rate applied thereto does not 
overreach and encompass components not covered by the 
patent.  That is, if difficulty in precisely identifying the 
value of the ODDs is what justifies using complete laptop 
computers as the royalty base, when it comes time to then 
apportion a royalty rate that accounts for the ODD con-
tribution only, the exceedingly difficult and error-prone 
task of discerning the ODD’s value relative to all other 
components in the laptop remains.   

Moreover, LaserDynamics provides no reason that 
QCI’s own lack of internal tracking and accounting of 
individual components or its “mask price” purchases 
precludes LaserDynamics from deriving or obtaining 
accurate information concerning ODD values from third 
parties, industry practices, etc.  LaserDynamics in fact 
did obtain and use alternative pricing information from 
Sony-made ODDs in the second trial.  As explained below, 
this Sony-made ODD pricing information was not per se 
unreliable, as the jury was entitled to weigh it against 
QCI’s competing views of appropriate ODD pricing.  Thus, 
we see no reason to establish a necessity-based exception 
to the entire market value rule for LaserDynamics in this 
case. 

2. The Grant of a New Trial 

Having established that LaserDynamics’ theory of 
damages was legally unsupportable, we turn to the ques-
tion of whether the district court abused its discretion in 
granting QCI’s post-verdict motion and offering LaserDy-
namics a choice between a new damages trial and a 
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remittitur of the damages verdict to $6.2 million.  While 
LaserDynamics is correct that QCI made no pre-verdict 
objection or raised any challenge whatsoever to Mr. 
Murtha’s testimony on an entire market value rule the-
ory, under Fifth Circuit law this ostensible waiver by QCI 
does not preclude the district court from exercising its 
discretion to consider the issue.  See Garriott v. NCsoft 
Corp., 661 F.3d 243 (5th Cir. 2011) (finding that an oth-
erwise waived argument made in a motion for a new trial 
was properly addressed and preserved when the district 
court exercised its discretion to consider the issue in its 
opinion denying the motion).   

The Fifth Circuit has determined that “[a] district 
court has discretion to consider new theories raised for 
the first time in a post-trial brief, . . . and an issue first 
presented to the district court in a post-trial brief is 
properly raised below when the district court exercises its 
discretion to consider the issue.”  Quest Medical, Inc. v. 
Apprill, 90 F.3d 1080, 1087 (5th Cir. 1996) (citations 
omitted).  In this case, whether or not the district court 
could have deemed QCI’s entire market value rule argu-
ments waived and ignored them, it did not.  In light of 
QCI’s post-trial briefing, the district court identified the 
error of permitting the entire market value rule theory to 
go to the jury, and exercised its discretion to correct the 
error.  We find no abuse of discretion in the district court’s 
decision to grant QCI’s motion for a remittitur or a new 
trial under these circumstances, and we therefore affirm 
the district court on this point. 

B. QCI Has an Implied License to Assemble Lap-
tops Using ODDs from QSI via Philips and 

Sony/NEC/Optiarc 
QCI contends that it has an implied license to assem-

ble laptop computers for its customers that include the 
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accused ODDs assembled by QSI for Philips or 
Sony/NEC/Optiarc, pursuant to Philips’s and 
Sony/NEC/Optiarc’s “have made” rights under their 
patent license agreements with LaserDynamics.  The 
QSI-assembled ODDs at issue are sold by Philips or 
Sony/NEC/Optiarc either directly to QCI or indirectly to 
QCI via QCI’s customers such as Dell and HP, as directed 
by QCI’s customers.  “The existence vel non of an implied 
license is a question of law that we review de novo.”  
Anton/Bauer, Inc. v. PAG, Ltd., 329 F.3d 1343, 1348 (Fed. 
Cir. 2003). 

At oral argument before this court, counsel for QCI 
explained that the vast majority of the allegedly infring-
ing ODDs would be covered under QCI’s implied license 
theory, and that QCI’s arguments concerning patent 
exhaustion pertain to only those same ODDs.  Oral Arg. 
at 0:30-1:30, available at 
http://oralarguments.cafc.uscourts.gov/default.aspx?fl=20
11-1440.mp3.  Because we find that QCI has an implied 
license, we do not reach QCI’s patent exhaustion argu-
ments.5 

                                            
5  At oral argument before this court, counsel for La-

serDynamics for the first time argued that the district 
court merely denied QCI’s summary judgment motion on 
these issues, but did not also enter summary judgment 
against QCI, and that such a supposed denial of summary 
judgment cannot be appealed to us after a trial where 
QCI did not take further steps to preserve the issue.  Oral 
Arg. at 11:18-13:57.  QCI’s briefing repeatedly character-
ized the district court’s order as entering summary judg-
ment against QCI, but LaserDynamics made no challenge 
to this characterization until oral argument.  A subse-
quent motion refining this argument and seeking to 
dismiss these portions of QCI’s appeal for lack of jurisdic-
tion was filed on March 23, 2012.   
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The district court relied solely on E.I. Du Pont de Ne-
mours & Co. v. Shell Oil Co., 498 A.2d 1108 (Del. 1985), in 
finding that “the Quanta defendants do not have an 
implied license with respect to drives that are manufac-
tured by QSI and eventually sold to QCI (or another 
Quanta entity), notwithstanding the fact that those drives 
are sold through Philips or Sony/NEC/Optiarc, two of 
[LaserDynamics’] licensees.”  Pre-Trial Op. at *4 (citing 
Du Pont, 498 F.3d at 1116).  According to the district 
court, “[t]he effect of such transactions is to grant an 
impermissible sublicense.”  Id.  We disagree. 

In Du Pont, E.I. Du Pont de Nemours and Company, 
Inc. (“Du Pont”) had entered into a license agreement 
with Shell Oil Company (“Shell”) permitting Shell to 
“make, have made, use and sell for use or resale” an 
                                                                                                  

LaserDynamics’ belated argument hinges on an incor-
rect premise.  The district court’s order plainly went 
further than denying QCI’s motion and made affirmative 
rulings on these issues as a matter of law.  See LaserDy-
namics, 2009 U.S. Dist. LEXIS 115848, at *3-5.  The 
district court indicated that “for purposes of trial, the 
court advises the parties of the following holdings,” e.g., 
“the Quanta defendants do not have an implied license 
with respect to drives that are manufactured by QSI and 
eventually sold to QCI (or another Quanta entity), not-
withstanding the fact that those drives are sold through 
Philips or Sony/NEC/Optiarc, two of [LaserDynamics’] 
licensees.”  Id.  Thus, LaserDynamics’ citing to Ortiz v. 
Jordan, 131 S. Ct. 884, 889 (2011), for the proposition 
that an appellate court has no jurisdiction over a denial of 
summary judgment following a trial on the merits is to no 
avail.  Fed. R. Civ. P. 56(f) permits the district court to 
enter summary judgment in favor of a non-moving party, 
and LaserDynamics points to nowhere in the record 
where it objected to any procedural defect in the district 
court’s doing so.  On this record, we see no genuine dis-
putes of material fact that would preclude us from revers-
ing the district court on the implied license issue. 
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insecticide product covered by Du Pont’s patent.  498 A.2d 
at 1110.  The license agreement expressly prohibited any 
sublicensing by Shell.  Id.  Union Carbide Agricultural 
Corporation, Inc. (“Union Carbide”) later sought permis-
sion from Shell to produce the patented insecticide, but 
Shell declined due to the prohibition on sublicensing in its 
licensed agreement with Du Pont.  Id. at 1111.  Instead, 
Shell and Union Carbide came up with the following 
arrangement: (1) Union Carbide would manufacture the 
insecticide under the “have made” provision of the license 
agreement between Shell and Du Pont, then (2) Shell 
would immediately sell back the insecticide to Union 
Carbide pursuant to Shell’s right to “sell for use or re-
sale.”  Id. at 1111.  The minimum amounts of insecticide 
that Union Carbide agreed to make and the minimum 
amounts that Shell agreed to sell back to Union Carbide 
were identical.  Id. at 1115-16.  The Supreme Court of 
Delaware deemed this arrangement an impermissible 
sublicense, rather than a permissible exercise of Shell’s 
“have made” and “sell” rights, because “ultimately, Union 
Carbide was producing [the insecticide], not for Shell, but 
rather for itself.”  Id. (citing Carey v. United States, 326 
F.2d 975, 979 (Ct. Cl. 1964) (explaining that “the test is, 
whether the production is by or for the use of the original 
licensee or for the sublicensee himself or for someone 
else”)). 

The case before us presents a different situation from 
that in Du Pont.  The ODDs provided to QCI via Philips 
and Sony/NEC/Optiarc were undoubtedly assembled by 
QSI for Philips and Sony/NEC/Optiarc, not for QSI or 
QCI.  Even though the ODDs made by QSI were in reality 
shipped directly from QSI to QCI, the substance of the 
transactions make clear that QSI’s manufacture of the 
ODDs was limited to the needs and requests of Philips 
and Sony/NEC/Optiarc.  QSI had no unfettered ability to 
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make more ODDs than were ordered from it.  Nothing in 
the record suggests that this overall arrangement is 
designed to circumvent the terms of the patent licenses 
between LaserDynamics and Philips or 
Sony/NEC/Optiarc.  Indeed, the shipping and manufactur-
ing arrangements involved in this case reflect typical on-
time delivery logistics of modern industrial reality. 

The apposite precedent is our decision in Cyrix Corp. 
v. Intel Corp., 77 F.3d 1381 (Fed. Cir. 1996).  That case 
involved Cyrix Corporation (“Cyrix”), a designer and seller 
of microprocessors, contracting with other companies to 
manufacture integrated circuit chips containing the 
Cyrix-designed microprocessors, then selling the chips 
back to Cyrix.  Id. at 1383.  Cyrix used manufacturers 
that were licensed under patents owned by Intel, includ-
ing SGS-Thomson Microelectronics, Inc. (“ST”).  Id.  ST 
had acquired by assignment a license from Intel “to make, 
have made . . . [and] sell” the patented chips.  Id.  ST 
could not itself fulfill Cyrix’s orders, however, and, relying 
on its “have made” rights, arranged for its Italian non-
subsidiary affiliate company (“ST-Italy”) to manufacture 
the chips, which ST then sold to Cyrix.  Id.  The district 
court distinguished this situation from that in Du Pont 
and held that ST did not exceed its rights under the Intel 
license by having ST-Italy make the chips for ST to sell to 
Cyrix.  Id. at 1384.  Cyrix and ST were both found to not 
infringe Intel’s patents on this basis. 

We affirmed, rejecting Intel’s argument that the ar-
rangement among ST, ST-Italy, and Cyrix was a mere 
paper transaction—a “sham” designed to circumvent 
Intel’s license to ST.  Id. at 1387-88.  We endorsed the 
district court’s reasoning that, unlike in Du Pont, “[t]he 
production of the [chips] is for the use of ST, the original 
licensee, and not for the use of ST-Italy.”  Id. at 1387.  As 
we explained, “[i]f the facts in this case had been that 
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Cyrix made the product for ST under ST’s ‘have made’ 
rights and then ST sold the product back to Cyrix, then 
they would have been analogous to those in du Pont, but 
those are not our facts.” Id. at 1388.   

This case likewise presents no “sham” transaction as 
in Du Pont.  QSI made the ODDs at issue here to fulfill 
bona fide orders from licensees Philips and 
Sony/NEC/Optiarc.  The ODDs were then sold to QCI by 
the licensees.  QCI did not make the ODDs for Philips or 
Sony/NEC/Optiarc and then immediately purchase the 
ODDs back so as to effectively receive a sublicense and 
obtain as many ODDs as it wanted.  Rather, as in Cyrix, 
the manufacture of the ODDs by QSI and their eventual 
sale to QCI for incorporation into laptop computers, all 
via Philips and Sony/NEC/Optiarc, were legitimate and 
separate business transactions that did not expand or 
circumvent the patent licenses.  Id. at 1387-88 (“The two 
agreements, one permitting ST-Italy to manufacture 
microprocessors for ST and the other providing for ST’s 
sale of microprocessors to Cyrix, were separate business 
transactions.”).  Both the manufacture and sale of the 
ODDs were valid exercises of the “have made” and “sell” 
rights, respectively, under the license agreements in this 
case.  We therefore conclude that QCI has an implied 
license to the ’981 Patent with respect to the ODDs made 
by QSI and sold to QCI via Philips or Sony/NEC/Optiarc. 

C. The District Court Properly Denied QCI’s Mo-
tion for JMOL of Non-Infringement 

QCI contends that LaserDynamics’ evidence at the 
first trial was inadequate to prove direct infringement by 
end users of the accused laptops of asserted claim 3 under 
the district court’s claim constructions.  As discussed 
above, claim 3 requires, inter alia, the steps of “processing 
an optical signal reflected from encoded pits on an optical 
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disk until total number of data layers and pit configura-
tion standard of the optical disk is identified” and “collat-
ing the processed optical signal with an optical disk 
standard data which is stored in a memory.”  The district 
court construed the phrase “encoded pits on an optical 
disc” to mean “depression[s] in the surface of the disc 
which represent[] data or information”  Markman Order, 
at *13.  The step of “collating the processed optical signal 
with an optical disk standard data which is stored in a 
memory” was construed to mean “comparing the proc-
essed optical signal with an optical disk standard data 
stored on a memory.”  Id. at *15.    

QCI does not challenge the district court’s claim con-
structions, but only whether the trial record supports the 
jury’s verdict of infringement.  Contrary to QCI’s argu-
ment, nothing in these claim constructions dictates that 
the arrangement of depressions be “identified” or “recog-
nized” in any particular manner.  Substantial evidence 
exists to show that the industry standards for various 
optical discs require specified arrangements of the de-
pressions horizontally as well as specified depths of the 
data layers.  The record amply supports that the depth of 
the data layer precisely correlates to the pit configuration 
arrangement, such that the measurement of the depth 
(via a counter value) is a measurement of the pit ar-
rangement.  Under the claim constructions, the jury was 
entitled to find infringement on this basis, and we there-
fore affirm the district court’s denial of QCI’s motion for 
JMOL of non-infringement. 

D. The District Court’s Jury Instruction Does Not 
Alone Warrant a New Trial on Liability 

As discussed above, upon perceiving a change in posi-
tion by QCI concerning the frequency with which QCI’s 
ODDs were obtained via a buy/sell arrangement, the 
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district judge instructed the jury as follows: “this consti-
tutes a significant change in the testimony, and no docu-
ments have been produced to support that, and that you 
may take this instruction into account in judging the 
credibility of all of this witness’ testimony and all other 
Quanta Computer’s positions in this case.”  A34-35.  QCI 
contends that this instruction so unfairly prejudiced QCI 
that only a new trial could rectify the error. 

Since QCI did not object at trial, we review the dis-
trict court’s instruction for plain error.  Rodriguez v. 
Riddell Sports, Inc., 242 F.3d 567, 579 (5th Cir. 2001).  
Plain error is “clear” or “obvious” and must affect sub-
stantial rights.  Id. (quoting United States v. Calverley, 37 
F.3d 160, 162-64 (5th Cir. 1994)).  Such error is reversible 
only if it “seriously affect[s] the fairness, integrity, or 
public reputation of judicial proceedings.”  Id. (citations 
omitted).  Although a district court is afforded broad 
discretion over the manner in which trial is conducted, 
and may intervene to help expand upon or clarify witness 
testimony and evidence, such intervention “may not come 
at the cost of strict impartiality.”  Id. (quoting United 
States v. Saenz, 134 F.3d 697, 702 (5th Cir. 1998)).  Thus, 
“[i]n reviewing a claim that the trial court appeared 
partial, this court must determine whether the judge's 
behavior was so prejudicial that it denied the [defendant] 
a fair, as opposed to a perfect, trial.”  Id.  (citations and 
internal quotation marks omitted).  In performing this 
review, we must consider the district court’s actions in 
light of the entire trial record and consider the totality of 
the circumstances.  Saenz, 134 F.3d at 702. 

Our review of the record shows that QCI made differ-
ent representations concerning the frequency with which 
its ODD purchases were made via buy/sell arrangements.  
It is not the same to suggest that a certain method is “one 
way” business is done when in fact it is the predominant 
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way—85% of the time—that business is done.  Neverthe-
less, the district court’s response to this potential incon-
sistency was harsh and prejudicial to QCI.  The question 
of whether there was any inconsistency here, and the 
associated questions of credibility, should have been for 
the jury to decide.  It is one thing to point out a potential 
inconsistency to the jury and to raise an associated ques-
tion of credibility.  But it was error to instruct the jury to 
“take this instruction into account in judging the credibil-
ity of . . . all other Quanta Computer’s positions in this 
case.”  A34-35 (emphasis added).   

Notwithstanding whether there was any inconsis-
tency in QCI’s positions, on the balance, we do not view 
the district court’s instruction to constitute plain error 
that standing alone warrants a new trial.  QCI was given 
a second trial on the issue of damages, which cured any 
prejudice that the district court’s instruction might have 
caused in that regard.  As for infringement liability, a 
portion of the case put on through entirely different 
witnesses, we are not convinced that the instruction, in 
context, was so severe as to prevent QCI from a receiving 
a “fair, as opposed to a perfect, trial” on infringement.  
Rodriguez, 242 F.3d at 579 (citations omitted).  However, 
if the same testimony is introduced at a subsequent trial, 
the court must leave to the jury the decision whether any 
inconsistency exists. 

E. The District Court Erred By Setting the  
Hypothetical Negotiation Date as August 31, 2006 

During both trials, QCI was bound by the district 
court’s ruling that the hypothetical negotiation date for 
purposes of the Georgia-Pacific reasonable royalty analy-
sis was August 2006—i.e., when the lawsuit was filed.  
The district court reasoned that since QCI was being 
accused of active inducement of infringement, which 
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requires knowledge of the patent, and since QCI was not 
notified of the patent until August 2006, this date was 
when QCI first became liable to LaserDynamics.  Based in 
large part on this late date, LaserDynamics’ expert Mr. 
Murtha testified that he disregarded almost all of La-
serDynamics’ twenty-nine licenses in evidence that were 
executed earlier, reasoning that the economic landscape 
had since changed.   

We have explained that “[t]he correct determination 
of [the hypothetical negotiation] date is essential for 
properly assessing damages.”  Integra Lifesciences I, Ltd. 
v. Merck KGaA, 331 F.3d 860, 870 (Fed. Cir. 2003).  In 
general, the date of the hypothetical negotiation is the 
date that the infringement began.  See Georgia-Pacific, 
318 F. Supp. at 1123.  We have consistently adhered to 
this principle.  See, e.g., Applied Med. Res. Corp. v. U.S. 
Surgical Corp., 435 F.3d 1356, 1363-64 (Fed. Cir. 2006) 
(“[T]he hypothetical negotiation relates to the date of first 
infringement.”); State Indus., Inc. v. Mor-Flo Indus., Inc., 
883 F.2d 1573, 1580 (Fed. Cir. 1989) (“The determination 
of a reasonable royalty . . . [is based] on what a willing 
licensor and licensee would bargain for at hypothetical 
negotiations on the date infringement started.”).   

We have also been careful to distinguish the hypo-
thetical negotiation date from other dates that trigger 
infringement liability.  For example, the six-year limita-
tion on recovery of past damages under 35 U.S.C. § 286 
does not preclude the hypothetical negotiation date from 
taking place on the date infringement began, even if 
damages cannot be collected until some time later.  See 
Wang Labs., Inc. v. Toshiba Corp., 993 F.2d 858, 870 (Fed. 
Cir. 1993).  Similarly, the failure to mark a patented 
product or prove actual notice of the patent pursuant to 
35 U.S.C. § 287 precludes the recovery of damages prior to 
the marking or notice date, but the hypothetical negotia-

https://www.lexis.com/research/buttonTFLink?_m=cb5b31791a603372d78dd0702b2f0baa&_xfercite=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b663%20F.3d%201221%5d%5d%3e%3c%2fcite%3e&_butType=3&_butStat=2&_butNum=116&_butInline=1&_butinfo=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b883%20F.2d%201573%2c%201580%5d%5d%3e%3c%2fcite%3e&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLzVzS-zSkAW&_md5=72df0fc4864658bd927e2edcb8821cd2
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tion date may nevertheless be properly set before marking 
or notice occurs.  Id. (“[T]he court confused limitation on 
damages due to lack of notice with determination of the 
time when damages first began to accrue, and it is the 
latter which is controlling in a hypothetical royalty de-
termination.”).  In sum, “[a] reasonable royalty determi-
nation for purposes of making a damages evaluation must 
relate to the time infringement occurred, and not be an 
after-the-fact assessment.”  Riles v. Shell Exploration & 
Prod. Co., 298 F.3d 1302, 1313 (Fed. Cir. 2002) (citing 
Hanson v. Alpine Valley Ski Area, Inc., 718 F.2d 1075, 
1079 (Fed. Cir. 1983) (“The key element in setting a 
reasonable royalty . . . is the necessity for return to the 
date when the infringement began.”)). 

Here, there is no dispute that while QCI first became 
liable for active inducement of infringement in August 
2006, QCI’s sales of accused laptop computers into the 
United States began causing the underlying direct in-
fringement by end users in 2003.  From the premise that 
the hypothetical negotiation must focus on the “date when 
the infringement began,” Hanson, 718 F.2d at 1079, we 
note that active inducement of infringement is, by defini-
tion, conduct that causes and encourages infringement.  
35 U.S.C. § 271(b) (“Whoever actively induces infringe-
ment of a patent shall be liable as an infringer.”).  While 
active inducement can ultimately lead to direct infringe-
ment, absent direct infringement there is no compensable 
harm to a patentee.  See Aro Mfg. Co. v. Convertible Top 
Replacement Co., 377 U.S. 476, 500 (1964) (“It is true that 
a contributory infringer is a species of joint-tortfeasor, 
who is held liable because he has contributed with an-
other to the causing of a single harm to the plaintiff.”).  
Thus, we hold that in the context of active inducement of 
infringement, a hypothetical negotiation is deemed to 
take place on the date of the first direct infringement 
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traceable to QCI’s first instance of inducement conduct—
in this case, 2003.   

Our holding is consistent with the purpose of the hy-
pothetical negotiation framework, which seeks to discern 
the value of the patented technology to the parties in the 
marketplace when infringement began.  In considering 
the fifteen Georgia-Pacific factors, it is presumed that the 
parties had full knowledge of the facts and circumstances 
surrounding the infringement at that time.  Indeed, the 
basic question posed in a hypothetical negotiation is: if, on 
the eve of infringement, a willing licensor and licensee 
had entered into an agreement instead of allowing in-
fringement of the patent to take place, what would that 
agreement be?  This question cannot be meaningfully 
answered unless we also presume knowledge of the patent 
and of the infringement at the time the accused induce-
ment conduct began.  Were we to permit a later notice 
date to serve as the hypothetical negotiation date, the 
damages analysis would be skewed because, as a legal 
construct, we seek to pin down how the prospective in-
fringement might have been avoided via an out-of-court 
business solution.  See Wordtech Sys. v. Integrated Net-
works Solutions, Inc., 609 F.3d 1308, 1319 (Fed. Cir. 
2010) (“The hypothetical negotiation ‘attempts to ascer-
tain the royalty upon which the parties would have 
agreed had they successfully negotiated an agreement 
just before infringement began,’ and ‘necessarily involves 
an element of approximation and uncertainty.’” (quoting 
Lucent, 580 F.3d at 1324-25)).  It also makes sense that in 
each case there should be only a single hypothetical 
negotiation date, not separate dates for separate acts of 
infringement, and that a direct infringer or someone who 
induced infringement should pay the same reasonable 
royalty based on a single hypothetical negotiation analy-
sis. 
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Lastly, QCI points out that the accused ODDs were 
manufactured by QSI as early as 2001, and urges us to 
deem 2001 the date of first infringement for the hypo-
thetical negotiation.  However, it is QCI that is accused of 
active inducement here, and the record shows that QCI 
and QSI are related but independently operated compa-
nies, and that QCI does not own a controlling interest in 
QSI.  Thus, there is no basis on which to further push 
back the hypothetical negotiation date to 2001.  See BMC 
Res., Inc. v. Paymentech, LP, 498 F.3d 1373, 1380-82 (Fed. 
Cir. 2007) (declining to impute responsibility for allegedly 
infringing conduct from one party to another). 

Because our decision alters the time period when the 
analysis under Georgia-Pacific is to take place, we re-
mand for a new trial on damages pursuant to the 2003 
hypothetical negotiation date with respect to those ac-
cused laptop computers not encompassed by QCI’s implied 
license as discussed above. 

F. The District Court Erred in Admitting the 
BenQ Settlement Agreement 

Before the second trial, QCI filed a motion in limine 
seeking to exclude the 2006 LaserDynamics-BenQ settle-
ment agreement from evidence pursuant to Federal Rule 
of Evidence 403.  QCI’s motion emphasized the unique 
circumstances of the BenQ settlement, which was entered 
into on the eve of trial after BenQ had been repeatedly 
sanctioned by the district court.  We conclude that the 
district court abused its discretion in denying QCI’s 
motion and allowing the agreement into evidence.   

Rule 403 provides for the exclusion of otherwise rele-
vant evidence when the probative value of that evidence 
is substantially outweighed by the danger of unfair preju-
dice, confusing the issues, or misleading the jury.  Along 
these lines, Federal Rule of Evidence 408 specifically 
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prohibits the admission of settlement offers and negotia-
tions offered to prove the amount of damages owed on a 
claim.  The propriety of using prior settlement agree-
ments to prove the amount of a reasonable royalty is 
questionable.  See, e.g., Rude v. Westcott, 130 U.S. 152, 
164 (1889) (“[A] payment of any sum in settlement of a 
claim for an alleged infringement cannot be taken as a 
standard to measure the value of the improvements 
patented, in determining the damages sustained by the 
owners of the patent in other cases of infringement.”); 
Deere & Co. v. Int’l Harvester Co., 710 F.2d 1551, 1557 
(Fed. Cir. 1983) (holding that “as the White license was 
negotiated against a backdrop of continuing litigation and 
[defendant’s] infringement of the Schreiner patent, the 
district court could properly discount the probative value 
of the White license with regard to a reasonable royalty”); 
see also Hanson, 718 F.2d at 1078-79 (observing that 
“license fees negotiated in the face of a threat of high 
litigation costs may be strongly influenced by a desire to 
avoid full litigation” and “should not be considered evi-
dence of an established royalty” (quoting Panduit Corp. v. 
Stahlin Bros. Fibre Works, Inc., 575 F.2d 1152, 1164 n.11 
(6th Cir. 1978) (Markey, J.))).  The notion that license fees 
that are tainted by the coercive environment of patent 
litigation are unsuitable to prove a reasonable royalty is a 
logical extension of Georgia-Pacific, the premise of which 
assumes a voluntary agreement will be reached between a 
willing licensor and a willing licensee, with validity and 
infringement of the patent not being disputed.  See 318 F. 
Supp. at 1120. 

Despite the longstanding disapproval of relying on 
settlement agreements to establish reasonable royalty 
damages, we recently permitted such reliance under 
certain limited circumstances.  See ResQNet, 594 F.3d at 
870-72 (explaining that a settlement license to the pat-
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ents-in-suit in a running royalty form was “the most 
reliable license in [the] record” when compared with other 
licenses that did not “even mention[] the patents-in-suit 
or show[] any other discernable link to the claimed tech-
nology”).  We permitted consideration of the settlement 
license on remand, but we cautioned the district court to 
consider the license in its proper context within the 
hypothetical negotiation framework to ensure that the 
reasonable royalty rate reflects “the economic demand for 
the claimed technology.”  Id. at 872. 

Unlike the license in ResQNet, the BenQ settlement 
agreement is far from being the “most reliable license in 
[the] record.”  594 F.3d at 872.  Indeed, the BenQ settle-
ment agreement appears to be the least reliable license by 
a wide margin.  The BenQ settlement agreement was 
executed shortly before a trial—a trial in which BenQ 
would have been at a severe legal and procedural disad-
vantage given the numerous harsh sanctions imposed on 
it by the district court.  The $6 million lump sum license 
fee is six times larger than the next highest amount paid 
for a license to the patent-in-suit, and ostensibly reflects 
not the value of the claimed invention but the strong 
desire to avoid further litigation under the circumstances.  
LaserDynamics executed twenty-nine licenses for the 
patent-in-suit in total, the vast majority of which are not 
settlements of active litigation and do not involve the 
unique coercive circumstances of the BenQ settlement 
agreement, and which are therefore far more reliable 
indicators of what willing parties would agree to in a 
hypothetical negotiation.  Additionally, in light of the 
changing technological and financial landscape in the 
market for ODDs, the BenQ settlement, entered into a 
full three years after the hypothetical negotiation date, is 
in many ways not relevant to the hypothetical negotiation 
analysis.  See Odetics, Inc. v. Storage Tech. Corp., 185 
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F.3d 1259, 1276-77 (Fed. Cir. 1999) (agreeing with the 
district court that, for two licenses entered into four and 
five years after the date of first infringement, “the age of 
the license agreements, in the context of the changing 
technology and ‘financial landscape’ at issue, made those 
agreements irrelevant for the hypothetical negotiation 
analysis).  This record stands in stark contrast to that in 
ResQNet, where a lone settlement agreement stood apart 
from all other licenses in the record as being uniquely 
relevant and reliable.  This case is therefore well outside 
the limited scope of circumstances under which we 
deemed the settlement agreement in ResQNet admissible 
and probative.  The probative value of the BenQ settle-
ment agreement is dubious in that it has very little rela-
tion to demonstrated economic demand for the patented 
technology, and its probative value is greatly outweighed 
by the risk of unfair prejudice, confusion of the issues, and 
misleading the jury.  Fed. R. Evid. 403.  Accordingly, we 
conclude that the district court abused its discretion by 
admitting the BenQ settlement agreement into evidence, 
and must exclude the agreement from the proceedings on 
remand. 

G. The District Court Erred in Admitting  
Mr. Murtha’s Opinions Concerning a  

6% Royalty Rate Per $41 ODD 

Because we are remanding to the district court for a 
new trial on damages under the proper 2003 hypothetical 
negotiation date, we do not reach QCI’s argument that the 
second jury verdict of an $8.5 million lump sum lacks 
evidentiary support, so as to entitle QCI to a $1.2 million 
judgment on damages as a matter of law.  However, for 
the purposes of remand, we do reach QCI’s Daubert 
challenge to Mr. Murtha’s methodology in the second trial 
and find that the district court erred in allowing the jury 
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to hear his testimony concerning a 6% royalty rate de-
rived from the Sony-made $41 ODDs.  

1. Mr. Murtha’s Use of the Sony-Made $41 ODDs 

QCI argues that Mr. Murtha’s testimony in the second 
trial was unreliable for using a $41 per ODD value that 
was calculated based on a relatively small sample of 
about 9,000 non-infringing drives made by Sony, not by 
QSI.  QCI Br. at 69-70.  We disagree.   

LaserDynamics contends that the $41 price of the 
Sony ODDs was more appropriate than the $28 mask 
price used in the first trial with respect to QSI-made 
ODDs.  According to LaserDynamics, since QCI does not 
track prices and revenues of the ODDs that it buys to 
incorporate into laptop computers, and does not generally 
sell stand alone ODDs, the $41 Sony-made drives that 
QCI sells as replacement parts better reflect the market 
value for ODDs independent of the completed laptop 
computers.  QCI counters that the $41 price was unreli-
able because it was based on a small sample size of li-
censed and therefore non-infringing drives, which is 
irrelevant to the price of the accused drives, and because 
the record shows that the $28 mask price of the accused 
QSI-made drives is always higher than the price to the 
consumer.  

As the district court explained, “[Mr. Murtha’s] ap-
proach appears to be a reasonable attempt to value 
[QCI’s] drives based on arms-length transactions.  Al-
though the jury may ultimately determine that [Mr. 
Murtha’s] approach is unreasonable, the approach is not 
subject to a Daubert challenge.”  LaserDynamics, No. 
2:06-cv-348-TJW-CE (E.D. Tex. Jan. 21, 2011).  We con-
clude that the district court did not abuse its discretion in 
declining to exclude Mr. Murtha’s use of the $41 Sony-
made ODDs on Daubert grounds.   
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2. Mr. Murtha’s 6% Royalty Rate Per ODD 

QCI contends that Mr. Murtha’s opinion that a rea-
sonable royalty in this case would be 6% of each ODD sold 
within a laptop computer by QCI was unreliable under 
Federal Rule of Evidence 702 and should have been 
excluded.  We agree. 

The first of the fifteen factors in Georgia-Pacific is 
“the royalties received by the patentee for the licensing of 
the patent in suit, proving or tending to prove an estab-
lished royalty.”  318 F. Supp. at 1120.  Actual licenses to 
the patented technology are highly probative as to what 
constitutes a reasonable royalty for those patent rights 
because such actual licenses most clearly reflect the 
economic value of the patented technology in the market-
place.  See ResQNet, 594 F.3d at 869 (“[T]he trial court 
must carefully tie proof of damages to the claimed inven-
tion’s footprint in the market place.”).  

When relying on licenses to prove a reasonable roy-
alty, alleging a loose or vague comparability between 
different technologies or licenses does not suffice.  For 
example, in Lucent, where the patentee had relied on 
various licenses in the same general computer field with-
out proving a relationship to the patented technology or 
the accused infringing products, we insisted that the 
“licenses relied upon by the patentee in proving damages 
[be] sufficiently comparable to the hypothetical license at 
issue in suit,” and noted that the patentee’s failure to 
prove comparability “weighs strongly against the jury’s 
award” relying on the non-comparable licenses.  580 F.3d 
at 1325, 1332.   

Likewise, in ResQNet, the patentee’s expert “used li-
censes with no relationship to the claimed invention to 
drive the royalty rate up to unjustified double-digit lev-
els,” and which had no “other discernible link to the 
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claimed technology.”  594 F.3d at 870.  We rejected this 
testimony, holding that the district court “must consider 
licenses that are commensurate with what the defendant 
has appropriated. If not, a prevailing plaintiff would be 
free to inflate the reasonable royalty analysis with con-
veniently selected licenses without an economic or other 
link to the technology in question.”  Id. at 872.  On re-
mand, we directed that unrelated licenses could not be 
relied on to increase the reasonable royalty rate above 
rates that are more clearly linked to the economic demand 
for the claimed technology.  Id. at 872-73.   

Actual licenses to the patents-in-suit are probative 
not only of the proper amount of a reasonable royalty, but 
also of the proper form of the royalty structure.  In Word-
tech Systems, the patentee relied on thirteen patent 
licenses that it previously granted to third parties.  609 
F.3d at 1319.  We rejected the patentee’s reliance on 
eleven of the thirteen licenses for being in the form of a 
running royalty (whereas the patentee had sought a lump 
sum payment) and for including royalty rates far lower 
than the jury returned.  Id. at 1320-21.  The remaining 
two licenses, although in the form of lump sums, were 
also rejected for not describing how the lump sums were 
calculated or the type and volume of products intended to 
be covered by the licenses.  Id. at 1320.  We ultimately 
reversed the $250,000 verdict and remanded for a new 
trial on damages because “the verdict was clearly not 
supported by the evidence and based only on speculation 
or guesswork.”  Id. at 1319-22 (citation and internal 
quotation marks omitted).   

In this case, the district court denied QCI’s Daubert 
motion and permitted Mr. Murtha to testify concerning 
his opinion of a 6% running royalty rate during the second 
trial.  However, the district court insisted that LaserDy-
namics prove that two DVD-related patent licensing 
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programs and the 1997 Licensing Executives Survey 
relied on by Mr. Murtha (to the exclusion of the many 
past licenses for the ’981 patent) were sufficiently compa-
rable to the hypothetically negotiated license Mr. Murtha 
proffered.  LaserDynamics, 2011 U.S. Dist. LEXIS 42590, 
at *8-*11. 

The district court correctly recognized that LaserDy-
namics’ reliance on the two DVD-related patent licensing 
programs and the 1997 Licensing Executives Survey was 
problematic, but its ruling erroneously permitted contin-
ued reliance on this evidence where comparability be-
tween it and a hypothetical license to the ’981 Patent was 
absent.  The DVD-related patent licensing programs did 
not involve the ’981 Patent, and no evidence shows that it 
even involves a disc discrimination method.  A652.  The 
1997 licensing survey was even further removed from the 
patented technology, since it was not even limited to any 
particular industry, but “was across whatever technolo-
gies were being licensed by the people who responded.”  
A653-54.  Like the licenses we rejected in ResQNet, this 
licensing evidence relied upon by Mr. Murtha “simply 
[has] no place in this case.”  594 F.3d at 871.  Relying on 
this irrelevant evidence to the exclusion of the many 
licenses expressly for the ’981 Patent served no purpose 
other than to “to increase the reasonable royalty rate 
above rates more clearly linked to the economic demand 
for the claimed technology.”  Id. at 872-73.   

Aside from the BenQ settlement agreement discussed 
above, the licenses to the patents-in-suit were all for 
lumps sum amounts not exceeding $1 million.  Mr. 
Murtha’s 6% running royalty theory cannot be reconciled 
with the actual licensing evidence, which is highly proba-
tive of the patented invention’s economic value in the 
marketplace, and of the form that a hypothetical license 
agreement would likely have taken.  Although Mr. 
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Murtha conceded that QCI would be aware of LaserDy-
namics’ prior licenses in the hypothetical negotiation, he 
dismissed the probative value of the licenses because they 
were entered into between 1998 and 2003, before the 
August 2006 hypothetical negotiation date.  Mr. Murtha 
reasoned that, by 2006, the DVD market was larger and 
more established such that the value of the patented 
technology was better appreciated and LaserDynamics 
had more bargaining power to insist on a running royalty.  
Thus, in his view, LaserDynamics’ past licenses could not 
reflect an appropriate royalty for QCI in 2006. 

This reasoning is not supported by the record, how-
ever, which undisputedly shows that by around 2000, the 
DVDs and ODD markets were already experiencing 
tremendous growth such that by 2003 those markets were 
highly saturated.  LaserDynamics Br. at 8-9 (“The land-
scape for the acceptance of the DVD format began to 
change in about 2000.  In a relatively short time span, 
from around 2001 to 2002, video rental stores transitioned 
their entire stock from VHS tapes to DVDs.  By 2003, 
nearly every home had a DVD player, and nearly every 
computer had a DVD drive.” (citations omitted)); QCI Br. 
at 64 (“The increase in demand for optical disc drives was 
fully anticipated by the industry in 2000, before many of 
the prior license agreements were entered into.”).  Most of 
the early lump sum licenses that were summarily rejected 
by Mr. Murtha were thus entered into when the value of 
the patented technology was readily apparent and de-
mand was already projected to greatly increase.  The 
resetting of the hypothetical negotiation date to 2003, the 
date of first direct infringement induced by QCI’s conduct, 
further undercuts Mr. Murtha’s reasoning that the li-
censes to the ’981 patent from the 1997 to 2001 time 
frame were too early to be probative.  That the Licensing 
Executives Survey relied upon by Mr. Murtha—which has 
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no meaningful ties to the patented technology—was 
created in 1997 highlights the inconsistency in Mr. 
Murtha’s selective reasoning.  Such strained reasoning is 
unreliable and cannot be used to ignore LaserDynamics’ 
long history of licensing the ’981 Patent.  

In sum, the 6% royalty rate was untethered from the 
patented technology at issue and the many licenses 
thereto and, as such, was arbitrary and speculative.  See 
Uniloc, 632 F.3d at 1318; ResQNet, 594 F.3d at 873.  A 
new trial is required because the jury’s verdict was based 
on an expert opinion that finds no support in the facts in 
the record.  See Wordtech, 609 F.3d at 1319-22 (prohibit-
ing jury verdicts to stand if they are “clearly not sup-
ported by the evidence” or “based only on speculation or 
guesswork” (citation omitted)); see also Brooke Group Ltd. 
v. Brown & Williamson Tobacco Corp., 509 U.S. 209, 242 
(1993) (“When an expert opinion is not supported by 
sufficient facts to validate it in the eyes of the law, or 
when indisputable record facts contradict or otherwise 
render the opinion unreasonable, it cannot support a 
jury’s verdict.”).  On remand, LaserDynamics may not 
again present its 6% running royalty damages theory. 

As a final matter, we do not hold that LaserDynamics’ 
past licenses create an absolute ceiling on the amount of 
damages to which it may be entitled, see 35 U.S.C. § 284, 
or that its history of lump sum licenses precludes La-
serDynamics from obtaining damages in the form of a 
running royalty.  Full consideration of all the Georgia-
Pacific factors might well justify a departure from the 
amount or even the form of LaserDynamics’ past licensing 
practices, given the appropriate evidence and reasoning.   

IV. CONCLUSION 
For the foregoing reasons, we affirm-in-part and re-

verse-in-part the district court’s judgment.  We remand 
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for further proceedings regarding the damages owed by 
QCI pertaining to the infringing ODDs not purchased by 
QCI via Philips and Sony/NEC/Optiarc, and for which 
QCI does not have an implied license to the ’981 Patent.  
On remand, the hypothetical negotiation date shall be set 
in 2003, the BenQ settlement agreement shall not be 
admitted into evidence or relied upon at trial, and La-
serDynamics shall not again present its 6% running 
royalty damages theory. 

AFFIRMED-IN-PART, REVERSED-IN-PART, and 
REMANDED 

COSTS 

No Costs. 



United States Court of Appeals 
for the Federal Circuit 

______________________ 
 

POWER INTEGRATIONS, INC., 
Plaintiff-Appellee 

 
v. 
 

FAIRCHILD SEMICONDUCTOR INTERNATIONAL, 
INC., FAIRCHILD SEMICONDUCTOR 

CORPORATION, FAIRCHILD (TAIWAN) 
CORPORATION, 

Defendants-Appellants 
______________________ 

 
2016-2691, 2017-1875 

______________________ 
 

Appeals from the United States District Court for the 
Northern District of California in No. 3:09-cv-05235-
MMC, Judge Maxine M. Chesney. 

______________________ 
 

OPINION ISSUED: July 3, 2018 
OPINION MODIFIED: September 20, 2018* 

______________________ 
 

  FRANK SCHERKENBACH, Fish & Richardson, PC, 
Boston, MA, argued for plaintiff-appellee.  Also represent-
ed by CRAIG E. COUNTRYMAN, JOHN WINSTON 

                                            
*  This opinion has been modified and reissued fol-

lowing a petition for rehearing filed by Appellee. 



   POWER INTEGRATIONS, INC. v. FAIRCHILD SEMICONDUCTOR 2 

THORNBURGH, San Diego, CA; MICHAEL R. HEADLEY, 
HOWARD G. POLLACK, Redwood City, CA. 
 
 KATHLEEN M. SULLIVAN, Quinn Emanuel Urquhart & 
Sullivan, LLP, New York, NY, argued for defendants-
appellants.  Also represented by KEVIN ALEXANDER SMITH, 
San Francisco, CA; BLAIR MARTIN JACOBS, STEPHEN 
BLAKE KINNAIRD, CHRISTINA ANN ONDRICK, PATRICK 
STAFFORD, Paul Hastings LLP, Washington, DC. 

______________________ 
 

Before DYK, CLEVENGER, and CHEN, Circuit Judges. 
DYK, Circuit Judge. 

Power Integrations, Inc. owns U.S. Patent Nos. 
6,212,079 (“the ’079 patent”) and 6,538,908 (“the ’908 
patent”). Power Integrations sued Fairchild Semiconduc-
tor Corporation and Fairchild (Taiwan) Corporation 
(collectively “Fairchild”) for infringement. A jury found 
Fairchild literally infringed claims 31, 34, 38, and 42 of 
the ’079 patent and infringed claims 26 and 27 of the ’908 
patent under the doctrine of equivalents. In a second trial, 
a jury awarded damages of roughly $140 million, finding 
that the entire market value rule applied in calculating 
damages for infringement of the ’079 patent. The district 
court denied Fairchild’s motions for judgment as a matter 
of law. Fairchild appeals.  

We affirm the district court’s judgments of infringe-
ment. We conclude that the entire market value rule 
cannot be used here to calculate damages. We vacate the 
damages award and remand for further proceedings. 

BACKGROUND 
I 

Power Integrations and Fairchild are both manufac-
turers of power supply controller chips. Power supply 
controller chips are integrated circuits used in power 
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supplies, such as chargers for electronic devices. These 
power supplies transform alternating current (“AC”) 
electricity, which comes from an AC outlet, into direct 
current (“DC”) electricity, which is needed to power cell 
phones, laptops, and other electronic devices.  

After AC electricity has been converted to DC electric-
ity, a switching regulator directs the transistor in the 
circuit when to turn on and off in order to provide the 
desired amount of power to the electronic device. The 
electronic device is referred to as the “DC output” because 
it receives the DC current. The transistor turns on and off 
at defined intervals. For example, if there is a need for 
power at the DC output, the switching regulator will 
direct the transistor to stay “on” for a longer period of 
time so more power will flow to the DC output.  

The controversy here involves the ’079 and ’908 pa-
tents owned by Power Integrations. The asserted claims 
of the ’079 patent cover switching regulators. Prior-art 
switching regulators were inefficient during periods when 
the DC output required little power. During these low 
power periods, prior-art switching regulators would skip 
on/off cycles to decrease the DC power provided; the 
power remained off during the skipped cycle. However, 
skipping cycles created loud noise and delivered power in 
an intermittent fashion. The ’079 patent addressed this 
problem by reducing the frequency of on/off cycles rather 
than by skipping cycles altogether. The frequency of on/off 
cycles is determined by feedback signals. Thus, the 
switching frequency varies based on the feedback signal. 
However, for a certain range of feedback signals, the 
frequency of the on/off cycles does not change. Each of the 
asserted claims requires a “fixed switching frequency for a 
first range of feedback signals.”  

The ’908 patent covers a “power supply controller,” 
which is an integrated circuit that can perform a variety 
of power-regulation functions. ’908 pat., col. 1, ll. 32–33, 
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52–60. Each of the asserted claims requires a power 
supply controller comprising “a multi-function circuit 
coupled to receive a signal at a multi-function terminal for 
adjusting a current limit of a power switch.” Id., col. 25, l. 
63–col. 26, l. 14. The current limit is a value of current 
that can be used by the circuit to turn off the power 
switch when the amount of current passing through the 
power switch reaches the threshold value.  

II 
Power Integrations filed suit against Fairchild, alleg-

ing infringement of various claims of the ’079 patent and 
the ’908 patent.1 In February and March 2014, the district 
court held a sixteen-day jury trial. The jury found 
Fairchild literally infringed claims 31, 34, 38, and 42 of 
the ’079 patent and infringed claims 26 and 27 of the ’908 
patent under the doctrine of equivalents.2 The jury 
awarded Power Integrations $105 million in reasonable 
royalty damages. Fairchild sought judgment as a matter 
of law that it did not infringe claims of the ’079 or ’908 
patents, or in the alternative a new trial, which the 
district court denied.  

                                            
1  Fairchild counterclaimed for infringement of U.S. 

Patent No. 5,747,977. The jury found that Power Integra-
tions did not infringe this patent, and the district court 
entered judgment consistent with the jury verdict. This 
aspect of the judgment has not been appealed.  

2  All of the asserted claims in this proceeding have 
been found unpatentable in two IPR proceedings. Those 
proceedings are currently pending on appeal to this court. 
See Semiconductor Components Indus., LLC v. Power 
Integrations, Inc., IPR No. 2016-00809 (P.T.A.B. Dec. 22, 
2017), appeal filed No. 18-1607 (Fed. Cir. Feb. 26, 2018); 
Semiconductor Components Indus., LLC v. Power Integra-
tions, Inc., IPR No. 2016-00995 (P.T.A.B. Dec. 21, 2017), 
appeal filed No. 18-1602 (Fed. Cir. Feb. 23, 2018). 
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Six months after the jury verdict, and while the case 
was still pending in the district court, our court decided 
VirnetX, Inc. v. Cisco Systems, Inc., 767 F.3d 1308, 1329 
(Fed. Cir. 2014), which concerned the general rule that a 
patentee seeking damages based on an infringing product 
with both patented and unpatented features must “appor-
tion damages only to the patented features.” VirnetX 
explained that simply identifying the smallest salable 
unit is not necessarily sufficient to satisfy a patentee’s 
obligation to apportion for multi-component products with 
significant unpatented features. Id. Because Power Inte-
grations’ royalty calculation in the first trial did not 
apportion beyond the “smallest salable unit” and Power 
Integrations had disclaimed reliance on the entire market 
value rule, the district court granted a new trial on the 
issue of damages in light of VirnetX.  

The district court held a second damages trial in De-
cember 2015. The district court granted a Daubert motion 
to exclude Power Integrations’ expert testimony based on 
apportionment, but allowed its expert to present testimo-
ny based on the entire market value rule. The jury 
awarded $139.8 million in damages, based on damages 
testimony that relied solely on the entire market value 
rule. Fairchild then moved for judgment as a matter of 
law, or in the alternative a new trial, arguing that the 
damages award was not supported by substantial evi-
dence and that the use of the entire market value rule 
was improper. The district court denied this motion.  

Fairchild now appeals the determination of literal in-
fringement of the ’079 patent, the determination of in-
fringement under doctrine of equivalents of the ’908 
patent, and the damages award. We have jurisdiction 
pursuant to 28 U.S.C. § 1295(a)(1).  
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DISCUSSION  
I 

 We first address infringement of the ’079 patent. The 
key issue here is whether the accused products have a 
“fixed switching frequency for a first range of feedback 
signal values.”3 On appeal, Fairchild does not dispute that 

                                            
3  Claim 31, which is representative, reads in full:  
31. A switching regulator, comprising: a power 
switch coupled between first and second termi-
nals, the first terminal to be coupled to an energy 
transfer element of a power supply and the second 
terminal to be coupled to a supply rail of the pow-
er supply, and  
a control circuit coupled to a third terminal and 
the power Switch, the third terminal to be coupled 
to an output of the power supply, the control cir-
cuit coupled to generate a feedback signal respon-
sive to the output of the power supply, the control 
circuit coupled to switch the power switch in re-
sponse to the feedback signal, the control circuit 
coupled to switch the power switch at a fixed 
switching frequency for a first range of feedback 
signal values, the control circuit coupled to vary a 
switching frequency of the power switch without 
skipping cycles in response to the feedback signal 
for a second range of feedback signal values, 
wherein the control circuit comprises: 
a feedback signal circuit coupled to the third ter-
minal, the feedback signal circuit coupled to gen-
erate the feedback signal; and  
a pulse width modulator circuit coupled to switch 
the power switch in response to the feedback sig-
nal,  
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the other claim limitations were satisfied. The jury found 
that all accused products infringed the asserted claims, 
and the district court denied judgment as a matter of law 
of no infringement. We review the denial of a motion for 
judgment as a matter of law de novo. We review a jury 
determination of infringement for substantial evidence.  

In a Markman order, the district court construed 
“fixed switching frequency” to mean “[a] non-varying 
number of switching cycles per second.” J.A. 2142. On 
appeal, Fairchild disputes: (1) whether all accused prod-
ucts include a “fixed” switching frequency because the 
frequency varies due to operating conditions, and 
(2) whether a particular subset of accused products, 
known as “frequency-hopping” products, has a “fixed” 
frequency. This second issue turns primarily on claim 
construction—whether the district court properly con-
strued “fixed frequency” to include a per second limita-
tion. But Fairchild contends that even if the claim 
construction were correct, there was not substantial 
evidence to support the jury verdict.  

Claim terms are given their ordinary and customary 
meaning, which is the meaning the term would have to a 
person of ordinary skill in the art at the time of the inven-
tion. Phillips v. AWH Corp., 415 F.3d 1303, 1312–13 (Fed. 
Cir. 2005) (en banc). We review claim construction de 
novo, except for subsidiary facts based on extrinsic evi-

                                                                                                  
wherein the first and second ranges of the feed-
back signal correspond to first and second ranges 
of on-time values of a drive signal generated by 
the pulse width modulator circuit to switch the 
power switch. 

’079 patent, Ex Parte Reexamination Certificate, col. 2, 
ll. 4–32. 
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dence, which we review for clear error. Teva Pharms. 
USA, Inc. v. Sandoz, Inc., 135 S. Ct. 831, 841 (2015).  

A 
Fairchild argues that the jury verdict is not supported 

by substantial evidence because none of the Fairchild 
products has a “fixed switching frequency” according to 
the language of the claims or a “non-varying frequency” 
under the district court’s claim construction, because even 
during “fixed” frequency mode, the products operate with 
5% to 15% variance in frequency. This variance is due to 
operating conditions, such as temperature and input 
voltage. The question is whether this variability renders 
the products non-infringing.  

Fairchild argues that the term “fixed” under the dis-
trict court’s construction of “non-varying number of 
switching cycles per second” requires an absolutely fixed 
frequency with no variance, even due to operating condi-
tions. The district court, Fairchild asserts, rejected a 
construction of “fixed” frequency that permits natural 
variation when it rejected Power Integration’s proposed 
construction of “fixed switching frequency” as “the target 
switching frequency is intended to be substantially fixed.” 
J.A. 2125. Rather, the court adopted “fixed” as meaning 
“non-varying.” J.A. 2142.4  

                                            
4  Fairchild also argues that the term “fixed” cannot 

include any variations due to operating conditions based 
on statements made by Power Integrations during the 
reexamination about a particular prior art reference, the 
Zhou reference. However, this argument is waived be-
cause Fairchild did not raise the prosecution history 
concerning the Zhou prior art as a claim construction 
argument before the district court. Moreover, the Zhou 
reference did not disclose holding frequency constant over 
a range of feedback signals but instead varied frequency 
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Fairchild’s argument is unpersuasive. The district 
court’s construction of “fixed switching frequency” as 
“non-varying” does not exclude the possibility of natural 
variation because doing so would impermissibly render 
the claims inoperable. See Ecolabs, Inc. v. FMC Corp., 569 
F.3d 1335, 1345 (Fed. Cir. 2009) (finding that where claim 
language permits an operable construction, the inoperable 
construction is wrong).5 Here, the parties offered expert 
testimony to address the knowledge of persons of ordinary 
skill in the art. The expert testimony demonstrated that 
no real-world power supply controllers could operate with 
an absolutely fixed, or non-varying, frequency. Indeed, 
Fairchild seems to concede that there is always some 
variation in frequency due to operating conditions. More-
over, technical marketing documents from products sold 
by Fairchild, Power Integrations, and third parties label 
these controllers as “fixed frequency” products despite the 
undisputed, minor variations in frequency. Since the term 
“fixed” is not unambiguously defined in the claims, the 
fact that power supply controllers cannot operate without 
any variation supports that the plain and ordinary mean-
ing of “fixed” encompasses minor environmental varia-
tions. 

Thus, the jury could have properly concluded that the 
terms “fixed frequency” and “non-varying” left open the 

                                                                                                  
over the entire range of operation. Therefore, the prosecu-
tion history statement describing Zhou as not containing 
a “fixed” frequency was not directed to determining 
whether the switching frequency has been fixed when 
environmental variations occur while holding a fixed 
frequency over a certain range of signals. 

5  This case is unlike that in Chef America, Inc. v. 
Lamb-Weston, Inc., where the claims were unambiguously 
written in a manner that rendered them inoperable. 359 
F.3d 1371, 1374 (Fed. Cir. 2004).  
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possibility for minor frequency variations due to operating 
conditions. A reasonable jury could have found that the 
accused products have a “fixed” or “non-varying” frequen-
cy despite slight variance due to operating conditions.  

B 
Fairchild alternatively argues that there was no basis 

for finding that the “fixed” frequency limitation was 
satisfied for a subset of the accused products because the 
Fairchild “frequency-hopping” products intentionally vary 
frequency in order to reduce electromagnetic interference. 
The intentional varying of frequency is referred to as 
“jittering.” For example, one Fairchild frequency-hopping 
product jittered its switching frequency from 62 kilohertz 
to 68 kilohertz, around a center frequency of 65 kilohertz. 
Even though the frequency varies in any given microsec-
ond interval, the average number of cycles per second is 
65,000.  

On appeal, Fairchild argues that the district court 
erred in construing “fixed switching frequency” as a “non-
varying number of switching cycles per second” rather 
than looking to overall variation.  

The district court construed claim terms in a series of 
Markman orders in 2011 and 2012—two years before 
trial. Power Integrations proposed that “fixed switching 
frequency” be construed to mean “the target switching 
frequency is intended to be substantially fixed; but does 
not preclude the presence of a frequency jittering circuit.” 
J.A. 2125. Fairchild proposed that: “the switching fre-
quency does not vary.” Id. The district court then con-
strued the term to mean a “non-varying number of 
switching cycles per second,” even though neither party 
requested the “per second” limitation. J.A. 2142.  

Although Fairchild later proposed further construc-
tion for other claim terms, Fairchild never objected to the 
“per second” construction and did not seek rehearing or 
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supplemental construction. At trial, Fairchild did not 
object to the district court’s instructing the jury using the 
“per second” language. Even in its post-trial motion, 
Fairchild did not argue that the court’s construction was 
incorrect. The claim construction issue is argued for the 
first time on appeal.  

Power Integrations argues that because Fairchild did 
not seek additional claim construction at the district court 
and chose to litigate this issue as a factual dispute about 
infringement, Fairchild has waived its “per second” claim 
construction argument. Fairchild responds that it did not 
waive its claim construction argument because the claim 
construction it proposes now is the same as the claim 
construction it proposed during the Markman hearing, 
which did not contain the “per second” limitation.  

We have held that a party does not waive a claim con-
struction argument by failing to object during trial when 
the construction proposed on appeal is the same as the 
construction proposed in a Markman hearing. O2 Micro 
Int’l Ltd. v. Beyond Innovation Tech. Co., 521 F.3d 1351, 
1359 (Fed. Cir. 2008); see also D’Agostino v. Mastercard 
Int’l Inc., 844 F.3d 945, 950 (Fed. Cir. 2016); In re Pabst 
Licensing Dig. Camera Patent Litig., 778 F.3d 1255, 1266 
(Fed. Cir. 2015). “When the claim construction is resolved 
pre-trial, and the patentee presented the same position in 
the Markman proceeding as is now pressed, a further 
objection to the district court’s pre-trial ruling may indeed 
have been not only futile, but unnecessary.” Cardiac 
Pacemakers, Inc. v. St. Jude Med., Inc., 381 F.3d 1371, 
1381 (Fed. Cir. 2004). However, this rule only applies 
when “issues were fully litigated and decided at the 
Markman stage of the litigation.” O2 Micro, 521 F.3d at 
1359.  

The problem for Fairchild is that the issue of the ap-
propriate time interval over which to measure frequency 
was not fully litigated—or even raised as an issue in 
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dispute—at the Markman stage of this proceeding. Dur-
ing the Markman proceedings, there was no dispute about 
the time interval. Neither Fairchild nor Power Integra-
tions proposed a construction with the “per second” limi-
tation. The district court added this limitation to the 
construction on its own without providing a clear explana-
tion. Because the district court had not specifically ad-
dressed this issue in its claim construction order, in order 
to preserve an objection to the district court’s claim con-
struction, Fairchild was required to raise the issue before 
submission to the jury. Yet even when this dispute arose 
at trial, Fairchild did not ask the district court to modify 
or clarify its claim construction with regard to “per sec-
ond,” nor did it object to the jury instructions. Instead, 
Fairchild waited until this appeal to argue that the dis-
trict court’s claim construction was erroneous. 

It is well-settled that a party cannot reserve a new 
claim-construction argument for the post-trial motion 
stage of litigation. Lazare Kaplan Int’l, Inc. v. Photoscribe 
Techs., Inc., 628 F.3d 1359, 1376 (Fed. Cir. 2010);  
Broadcom Corp. v. Qualcomm Inc., 543 F.3d 683, 694 
(Fed. Cir. 2008); Hewlett-Packard Co. v. Mustek Sys., Inc., 
340 F.3d 1314, 1320 (Fed. Cir. 2003).  

The present situation is similar to Solvay S.A. v. Hon-
eywell International, Inc., 742 F.3d 998 (Fed. Cir. 2014). 
In that case, the district court construed a claim term 
“isolating” to require removing two chemicals, HFC-245fa 
and HCl, from a chemical reaction. Id. at 1003. During 
claim construction, the parties did not raise and the 
district court did not address the issue of whether the two 
chemicals could return to the reactor after initially being 
removed. Id. at 1003–04. However, during the trial, a 
disagreement arose between the parties as to whether the 
chemicals had to be permanently removed. The parties 
argued the issue at trial, and the district court allowed 
jury instructions that did not necessarily require perma-
nent removal. Id. at 1004. When the patentee argued on 
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appeal that the proper claim construction required the 
chemicals to be permanently removed, we held that 
“[b]ecause [the patentee] failed to object to the court’s 
construction or jury instruction with respect to the term 
‘isolating,’ it waived the issue and cannot now raise novel 
arguments to redefine the scope of [the] claim.” Id. In 
particular, we noted that the patentee “did not ask the 
district court to modify the claim construction or accom-
panying jury instruction.” Id. By failing either to request 
that the district court modify or clarify its claim construc-
tion earlier in the litigation proceedings or to object to the 
jury instructions, Fairchild has waived this new claim-
construction argument.  

Because Fairchild has waived its “per second” claim-
construction objection, we only review whether substan-
tial evidence supported the jury verdict under the court’s 
construction. See Lazare, 628 F.3d at 1376; Hewlett-
Packard, 340 F.3d at 1320. Power Integrations’ expert, 
Dr. Kelley, testified that the accused products operate 
with a non-varying number of cycles per second for a 
range of operation. Dr. Kelley testified that the frequency-
hopping products meet the limitation of a “non-varying 
number of switching cycles per second” because even 
though the frequency varies over microsecond intervals, 
the aggregate number of pulses would not vary over each 
one-second interval. Based on this testimony, a reasona-
ble jury could have concluded that the accused products 
operate with a “fixed switching frequency” for a certain 
range of feedback signals under the district court’s con-
struction. Thus, substantial evidence supports the jury’s 
verdict of infringement of the ’079 patent for all of the 
accused products.  

II 
Next, we address infringement of the ’908 patent un-

der the doctrine of equivalents. The ’908 patent is directed 
towards a power supply controller, where an integrated 
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circuit can perform multiple functions within a single 
terminal. Claim 26 requires:  

26. A power supply controller circuit, comprising:  
a multi-function circuit coupled to receive a signal 
at a multi-function terminal for adjusting a cur-
rent limit of a power switch, the multi-function 
circuit to generate a current limit adjustment sig-
nal in response to the signal; and  
a control circuit coupled to receive the current lim-
it adjustment signal, the control circuit coupled to 
adjust the current limit of a current through the 
power switch in response to the current limit ad-
justment signal.  

’908 patent, col. 25 l. 63–col. 26, l. 7 (emphasis added). 
Claim 27, the only other asserted claim, depends from 
claim 26.  

The dispute focuses on the “current limit” term. There 
is no dispute about claim construction. The district court 
construed “current limit” as “a value of current that can 
be used by the control circuit to turn off the power switch 
when the amount of current passing through the power 
switch reaches the threshold.” J.A. 2155.  

The accused products use a value of voltage, rather 
than a value of current, as the signal to implement the 
current limit, so there could not be literal infringement of 
this limitation. Fairchild moved in limine to preclude 
Power Integrations from arguing infringement under the 
doctrine of equivalents based on prosecution-history 
estoppel. Fairchild argued that prosecution-history estop-
pel existed because during prosecution of a related patent, 
Power Integrations explicitly distinguished voltage from 
current and therefore could not now assert voltage as an 
equivalent. The district court denied the motion in limine 
because the prosecution history was for a different term 
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in a different patent, allowing Power Integrations to 
argue voltage as an equivalent for monitoring current.  

At trial, Power Integrations’ expert testified that a 
value of voltage qualifies as a “value of current” because 
under Ohm’s Law, current is equal to voltage divided by 
resistance. J.A. 572–73, 901. The jury then found in-
fringement under the doctrine of equivalents, and the 
district court denied judgment as a matter of law. On 
appeal, Fairchild argues that Power Integrations’ equiva-
lents theory is barred by prosecution-history estoppel.  

Prosecution-history estoppel limits the application of 
the doctrine of equivalents. If a patentee surrenders 
certain subject matter during prosecution, the patentee is 
then barred from using the doctrine of equivalents to 
recover for infringement based on that same subject 
matter. Festo Corp. v. Shoketsu Kinzoku Kogyo Kabushiki 
Co., 535 U.S. 722, 733–34 (2002). Prosecution-history 
estoppel can occur either when the patentee makes a 
narrowing amendment to the claim or surrenders claim 
scope through argument to the patent examiner. Conoco, 
Inc. v. Energy & Envtl. Int’l, L.C., 460 F.3d 1349, 1363 
(Fed. Cir. 2006). Here there was no claim amendment, so 
Fairchild relies on argument-based estoppel. To invoke 
argument-based estoppel, the prosecution history must 
evince a “clear and unmistakable surrender of the subject 
matter.” Id. at 1364. The application of prosecution-
history estoppel is a question of law that we review de 
novo. Intendis GMBH v. Glenmark Pharm. Inc., USA, 822 
F.3d 1355, 1365 (Fed. Cir. 2016).  

Fairchild argues for argument-based estoppel based 
on a statement that Power Integrations made during 
prosecution of U.S. Patent No. 6,462,971 (“the ’971 pa-
tent”), which is the parent to the ’908 patent and shares a 
specification. The relevant claim of the ’971 patent is 
directed to:  
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[a] power supply controller circuit, comprising a 
current input circuit coupled to receive a current 
representative of an input voltage, the current in-
put circuit to generate an enable/disable signal 
when the current crosses a threshold having a 
hysteresis of greater than or equal to zero, the 
power supply controller to activate and deactivate 
the power supply in response to the enable/disable 
signal.  

’971 pat., col. 23, ll. 30–36 (emphasis added). 
The examiner rejected the claims based on the 

Agiman reference. In an effort to overcome the rejection, 
Power Integrations argued that “Agiman’s circuit moni-
tors voltage rather than current.” J.A. 2283 (emphasis in 
original). Power Integrations then urged that “Agiman 
fails to disclose . . . a current input circuit coupled to 
receive a current representative of an input voltage, the 
current input circuit to generate an enable/disable signal 
when the current crosses a threshold.” Id. (emphases in 
original). Fairchild argues that this distinction also ap-
plies to the “current limit” term of the ’908 patent.  

To determine whether prosecution-history estoppel 
applies, “the relevant inquiry is whether a competitor 
would reasonably believe that the applicant surrendered 
the relevant subject matter.” Conoco, 460 F.3d at 1364 
(quoting Cybor Corp. v. FAS Techs., Inc., 138 F.3d 1448, 
1457 (Fed. Cir. 1998), abrogated on other grounds by Teva 
Pharms. USA, Inc. v. Sandoz, Inc., 789 F.3d 1335 (Fed. 
Cir. 2015). When considering the prosecution history of a 
parent application to construe claim terms, we consider 
differences in the language and context of different 
claims. See Abtox, Inc. v. Exitron Corp., 122 F.3d 1019, 
1027 (Fed. Cir. 1997) (“[S]tatements in the parent appli-
cation must be confined to their proper context and 
properly acknowledge the distinctions between . . . [the] 
claims.”). 
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Here, the claim language on its face is different than 
the language of the claims to which the prosecution 
argument was directed. Claim 26 of the ’908 patent covers 
“a multi-function circuit coupled to receive a signal at a 
multi-function terminal for adjusting a current limit of a 
power switch, the multi-function circuit to generate a 
current limit adjustment signal in response to the signal.” 
’908 pat., col. 25 l. 63–col. 26, l. 7 (emphasis added). The 
current limit in the ’908 patent is externally adjustable 
and helps prevent a power switch from overloading due to 
excessive current flow. The ’971 patent, on the other 
hand, claims a “current input circuit coupled to receive a 
current representative of an input voltage, the current 
input circuit to generate an enable/disable signal when 
the current crosses a threshold.” ’971 pat., col. 23, ll. 30–
33 (emphasis added). The functions performed in the two 
patents are related but different. The ’908 patent claims 
receiving a signal to adjust the current limit, which in 
turn determines when to turn the power supply on and 
off. The ’971 patent claims receiving a signal that directly 
turns the power supply on and off. Importantly, the claim 
in the ’971 patent specifically distinguishes voltage from 
current, claiming “a current representative of an input 
voltage.” The ’908 claim, in contrast, does not distinguish 
between current and voltage within the claim. It merely 
describes a “signal” to adjust the current limit. 

On appeal, Fairchild provides only a cursory argu-
ment of why the statement in the ’971 patent prosecution 
history should apply the embodiments claimed in the ’908 
patent. Fairchild failed to establish that the prosecution 
history is sufficiently clear as to create an estoppel. We 
conclude that the district court correctly determined that 
prosecution-history estoppel does not apply, and affirm 
the finding of infringement as to the asserted claims of 
the ’908 patent.  
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 III  
Lastly, we address damages. The jury awarded Power 

Integrations $139.8 million in the form of a reasonable 
royalty.  The jury’s reasonable royalty covered the three 
types of losses Power Integrations’ damages expert Dr. 
Putnam testified the parties would anticipate during a 
hypothetical negotiation:  lost sales, reduction in price due 
to competition, and lost licensing fees. The district court 
denied Fairchild’s motion for judgment as a matter of law 
or in the alternative a new trial with respect to damages. 
We agree with Fairchild that the district court should 
have granted the new trial motion.   

A patentee is only entitled to a reasonable royalty at-
tributable to the infringing features.  The patentee “must 
in every case give evidence tending to separate or appor-
tion the defendant’s profits and the patentee’s damages 
between the patented feature and the unpatented fea-
tures.”  Garretson v. Clark, 111 U.S. 120, 121 (1884).  In 
accordance with Garretson, we have required that royal-
ties be apportioned between the infringing and non-
infringing features of the product. Ericsson, Inc. v. D-Link 
Sys., Inc., 773 F.3d 1201, 1226–27 (Fed. Cir. 2014); Vir-
netX, 767 F.3d at 1326; Uniloc USA, Inc. v. Microsoft 
Corp., 632 F.3d 1292, 1318 (Fed. Cir. 2011); Lucent 
Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1336–37 
(Fed. Cir. 2009).  “As a substantive matter, it is the ‘value 
of what was taken’ that measures a ‘reasonable royalty’ 
under 35 U.S.C. § 284.” Ericsson, 773 F.3d at 1226 (quot-
ing Dowagiac Mfg. v. Minn. Moline Plow Co., 235 U.S. 
641, 648 (1915)).  And in the context of a utility patent, it 
is only the patented technology that is taken from the 
owner, so the value to be determined is only the value 
that the infringing features contribute to the value of an 
accused product. Id.  

Undertaking an apportionment analysis where rea-
sonable royalties are sought generally requires a deter-



POWER INTEGRATIONS, INC. v. FAIRCHILD SEMICONDUCTOR 19 

mination of the royalty base to which the royalty rate will 
be applied. We have articulated that, where multi-
component products are accused of infringement, the 
royalty base should not be larger than the smallest sala-
ble unit embodying the patented invention. We have 
cautioned against reliance on use of the entire market 
value of a multi-component product that includes a pa-
tented component because it “cannot help but skew the 
damages horizon for the jury, regardless of the contribu-
tion of the patented component to this revenue.” Uniloc, 
632 F.3d at 1320. “Where small elements of multi-
component products are accused of infringement, calculat-
ing a royalty on the entire product carries a considerable 
risk that the patentee will be improperly compensated for 
non-infringing components of that product.” LaserDynam-
ics, 694 F.3d at 67. Admission of evidence of the entire 
market value “only serve[s] to make a patentee’s proffered 
damages amount appear modest by comparison, and to 
artificially inflate the jury’s damages calculation beyond 
that which is ‘adequate to compensate for the infringe-
ment.’” Id. at 68 (quoting 35 U.S.C. § 284). Even when a 
damages theory relies on the smallest salable unit as the 
basis for calculating the royalty, the patentee must esti-
mate what portion of that smallest salable unit is at-
tributable to the patented technology when the smallest 
salable unit itself contains several non-infringing fea-
tures. VirnetX, 767 F.3d at 1327. 

The damages verdict here rests on Power Integra-
tions’ reliance on a demanding alternative to our general 
rule of apportionment, the entire market value rule.  Id.  
“The entire market value rule allows for the recovery of 
damages based on the value of an entire apparatus con-
taining several features, when the feature patented 
constitutes the basis for consumer demand.”  Lucent 
Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1336 (Fed. 
Cir. 2009); see also Rite-Hite Corp. v. Kelley Co., 36 F.3d 
1538, 1549 (Fed. Cir. 1995) (en banc).  As we have ex-
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plained, “[t]he law requires patentees to apportion the 
royalty down to a reasonable estimate of the value of its 
claimed technology,” unless it can “establish that its 
patented technology drove demand for the entire product.”  
VirnetX, 767 F.3d at 1329. “[S]trict requirements limiting 
the entire market value exception ensure that a reasona-
ble royalty ‘does not overreach and encompass compo-
nents not covered by the patent.’” Id. at 1326 (quoting 
LaserDynamics, 694 F.3d  at 70).  

If the product has other valuable features that also 
contribute to driving consumer demand—patented or 
unpatented—then the damages for patent infringement 
must be apportioned to reflect only the value of the pa-
tented feature.  This is so whenever the claimed feature 
does not define the entirety of the commercial product.  In 
some circumstances, for example, where the other fea-
tures are simply generic and/or conventional and hence of 
little distinguishing character, such as the color of a 
particular product, it may be appropriate to use the entire 
value of the product because the patented feature ac-
counts for almost all of the value of the product as a 
whole. See AstraZeneca AB v. Apotex Corp., 782 F.3d 
1324, 1338–40 (Fed. Cir. 2015).   

Power Integrations’ royalty rate is premised on the 
’079 patent’s frequency reduction feature as driving 
consumer demand for Fairchild’s controller chips.  To 
support this contention, Power Integrations provided 
evidence that the ’079 patented frequency reduction 
feature was essential to many customers, as it allowed the 
products to meet the federal government’s Energy Star 
program.  In addition, Power Integrations provided evi-
dence that some customers asked for the ’079 feature, 
that products with the ’079 feature outsold other prod-
ucts, and that technical marketing materials promoted 
the ’079 feature. Both parties, however, agreed that the 
accused products contained other valuable features as 
well. Power Integrations presented no evidence about the 
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effect of those features on consumer demand or the extent 
to which those features were responsible for the products’ 
value. Power Integrations did not seek a separate jury 
determination as to damages for infringement of the 
asserted claims of the ’908 patent, and it is clear that the 
jury calculated damages only for the ’079 patent.  

In its JMOL motion, Fairchild argued that the evi-
dence presented by Power Integrations was insufficient as 
a matter of law to invoke the entire market value rule, 
pointing to our decision in LaserDynamics. The district 
court noted that three prior cases relied on evidence that 
“LaserDynamics . . . arguably would find inadequate to 
support EMVR,” and that the evidence presented by 
Power Integrations was comparable to the evidence in the 
prior cases. J.A. 26; see Bose Corp. v. JBL, Inc., 274 F.3d 
1354, 1361 (Fed. Cir. 2001); Tec Air, Inc. v. Denso Mfg. 
Mich. Inc., 192 F.3d 1353, 1362 (Fed. Cir. 1999); Fonar 
Corp. v. Gen. Elec. Co., 107 F.3d 1543, 1552–53 (Fed. Cir. 
1997).  

Despite the district court’s suggestion to the contrary, 
there is no conflict between LaserDynamics and these 
earlier cases, and subsequent cases have relied on La-
serDynamics. See VirnetX, 767 F.3d at 1326–27; Com-
monwealth Sci. & Indus. Research Org. v. Cisco Sys., Inc., 
809 F.3d 1295, 1301–02 (Fed. Cir. 2015); Versata Soft-
ware, Inc. v. SAP Am., Inc., 717 F.3d 1255, 1268 (Fed. Cir. 
2013).  LaserDynamics discussed how a patentee can 
prove that a patented feature forms the basis for consum-
er demand in the context of multi-component products. 
There we explained that “[i]t is not enough to merely 
show that the [patented feature] is viewed as valuable, 
important, or even essential to the use of the [infringing 
product].”  LaserDynamics, 694 F.3d at 68. Moreover, 
“proof that consumers . . . choose the [infringing product] 
having the [patented] functionality says nothing as to 
whether the presence of that functionality is what moti-
vates customers to buy [an infringing product] in the first 
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place.” Id. None of the earlier cases that the district court 
cited discussed other valuable features that made the 
application of the entire market value rule inappropriate. 
See Bose, 274 F.3d at 1361; Tec Air, 192 F.3d at 1362; 
Fonar, 107 F.3d at 1552–53. These cases merely consid-
ered whether a patented feature formed the basis for 
consumer demand and do not conflict with the legal test 
articulated in LaserDynamics, which is binding.  

As LaserDynamics, Versata, and VirnetX held, the en-
tire market value rule is appropriate only when the 
patented feature is the sole driver of customer demand or 
substantially creates the value of the component parts. 
LaserDynamics, 694 F.3d at 67; Versata, 717 F.3d at 
1268; VirnetX, 767 F.3d at 1326. The burden of proof in 
this respect is on the patent holder. LaserDynamics, 694 
F.3d at 67.  The question is whether the accused product, 
compared to other products in the same field, has features 
that would cause consumers to purchase the products 
beyond the patented feature, i.e., valuable features. 
Where the accused infringer presents evidence that its 
accused product has other valuable features beyond the 
patented feature, the patent holder must establish that 
these features do not cause consumers to purchase the 
product. A patentee may do this by showing that the 
patented feature “alone motivates customers to purchase 
[the infringing product]” in the first place. See id. at 69. 
But when the product contains multiple valuable fea-
tures, it is not enough to merely show that the patented 
feature is viewed as essential, that a product would not be 
commercially viable without the patented feature, or that 
consumers would not purchase the product without the 
patented feature. Id. at 68. When the product contains 
other valuable features, the patentee must prove that 
those other features do not cause consumers to purchase 
the product. 

Here, the power supply controllers had other valuable 
features, such as jittering. The district court noted that 
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“there is evidence in the record that other features are 
important and are highlighted by the respective parties” 
and that “there is no question that . . . there are other 
valuable features.”6 J.A. 1764. In fact, Power Integrations 
sought infringement damages from Fairchild on the 
jittering feature in these same products in a separate 
lawsuit based on different patents, and we affirmed the 
judgment of infringement. See Power Integrations, Inc. v. 
Fairchild Semiconductor Int’l, Inc., 843 F.3d 1315 (Fed. 
Cir. 2016). Moreover, many of Fairchild’s technical mar-
keting documents specifically mention the jittering fea-
ture and other features in addition to the ’079 patented 
feature. There is no proof that these features, including 
jittering, did not affect consumer demand. Without such 
proof, Power Integrations did not meet its burden to show 
that the patented feature was the sole driver of consumer 
demand, i.e., that it alone motivated consumers to buy the 
accused products.7  

                                            
6  Moreover, in an order denying a permanent in-

junction, the district court noted that the circuits “contain 
numerous features aside from the patented features.” J.A. 
2293.  

7  Power Integrations provided testimony that the 
patented feature drove demand for the purchase of some 
products. This evidence almost entirely concerned Power 
Integrations’ own products, TOPSwitch-Fx and 
TOPSwitch-Gx, not Fairchild’s. Power Integrations con-
tends that the only difference between the older 
TOPSwitch-Fx and the newer TOPSwitch-Gx controller 
chips is the frequency reduction feature covered by the 
’079 patent, and that the frequency reduction feature was 
the reason why its customers would buy the Gx product 
over the Fx product. We, however, explained in La-
serDynamics that such a comparator, without more, is not 
enough to prove that the frequency reduction feature 
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Because the evidence presented by Power Integra-
tions was insufficient as a matter of law to invoke the 
entire market value rule, we vacate the award of damages 
and remand for a new trial. In light of this disposition, we 
need not address Fairchild’s other arguments about the 
sufficiency of the reasonable-royalty evidence.  

CONCLUSION 
We affirm the judgment of infringement of the assert-

ed claims of the ’079 and the ’908 patents. We vacate the 
damages award and remand for further proceedings 
consistent with this opinion.   

AFFIRMED-IN-PART, VACATED-IN-PART, 
REMANDED 

COSTS 
Costs to neither party. 

 

                                                                                                  
alone drives consumer demand for power supply control-
ler chips. 694 F.3d at 68 (“Put another way, if given a 
choice between two otherwise equivalent laptop comput-
ers, only one of which practices optical disc discrimina-
tion, proof that consumers would choose the laptop 
computer having the disc discrimination functionality 
says nothing as to whether the presence of that function-
ality is what motivates consumers to buy a laptop com-
puter in the first place.  It is this latter and higher degree 
of proof that must exist to support an entire market value 
rule theory.”). Moreover, this evidence does not address 
the other valuable features in Fairchild’s products.   
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Before PROST, Chief Judge, MOORE and STOLL, Circuit 
Judges. 

PROST, Chief Judge. 
Appellants seek review of the district court’s sum-

mary judgment determination that U.S. Patent 
No. 7,604,929 (“’929 patent”) is invalid under 35 U.S.C. 
§ 101.  The district court concluded that the ’929 patent is 
directed to a patent-ineligible law of nature—that hepato-
cytes are capable of surviving multiple freeze-thaw cy-
cles—and that the patented process lacks the requisite 
inventive concept.  Celsis In Vitro, Inc. v. CellzDirect, Inc., 
83 F. Supp. 3d 774 (N.D. Ill. 2015), supplemented, 94 F. 
Supp. 3d 940 (N.D. Ill.).  Because the ’929 patent claims 
are not directed to a patent-ineligible concept, we vacate 
and remand. 

I 
 Hepatocytes are a type of liver cell that have a num-
ber of attributes useful for testing, diagnostic, and treat-
ment purposes.  For example, hepatocytes can be used to 
investigate how drugs under development may be metabo-
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lized by the liver or can be used to measure a drug’s 
toxicity or other effects on liver biology.  Certain factors, 
however, limit their use: fresh hepatocytes can only be 
obtained from liver resections or non-transplantable livers 
of organ donors, and their lifespan is short.  ’929 patent 
col. 2 ll. 25-35.  Supply is thus erratic, making availability 
limited and unpredictable.  Id. at col. 2 ll. 22-35. 

Prior to the invention of the ’929 patent, scientists de-
veloped “cryopreservation” techniques to preserve hepato-
cytes for later use.  Id. at col. 2 ll. 36-40.  These methods 
generally comprised freezing hepatocytes at frigid tem-
peratures; then, when needed, thawing them and recover-
ing the viable cells using density gradient fractionation.  
Id. at col. 2 l. 36-col. 3 l. 4, col. 10 ll. 30-60. 

The prior art cryopreservation method had its prob-
lems, however.  It was understood that the process could 
damage the hepatocytes, leading to poor recovery num-
bers of viable cells.  Id. at col. 3 ll. 5-32.  Furthermore, 
these prior methods were unsuitable for preparing multi-
donor hepatocyte pools.  Id. at col. 3 ll. 33-60.  Because 
hepatocytes from different donors generally have different 
metabolic properties, researchers desired to pool hepato-
cytes from various source livers to create a hepatocyte 
preparation approximating average liver cells.  Id. at col. 
11 ll. 5-27.  Such pools are useful research tools to study a 
drug’s impact on a representative population.  But be-
cause of the limited availability of donor livers and 
hepatocytes’ short lifespan, pooled samples from multiple 
donors could only be created by first accumulating and 
freezing enough hepatocytes from single donors, then 
thawing and combining them for immediate use.  Id. at 
col. 3 ll. 49-60.  Given the understanding that cryopreser-
vation could damage cells, prevailing wisdom was that 
hepatocytes could be frozen only once and then had to be 
either used or discarded.  Celsis, 83 F. Supp. 3d at 777-78.  
This severely limited the creation of pooled hepatocyte 
products.  Id.   
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The inventors of the ’929 patent discovered that some 
fraction of hepatocytes are capable of surviving multiple 
freeze-thaw cycles.  As inventor Dr. Hardy testified, 
“initially we just proved that you could twice freeze the 
cells and still have viable cells. . . . [T]he unexpected 
outcome was that cells twice frozen behaved like cells that 
were once frozen.”  Id. at 778-79 (quoting J.A. 148-49).  

Armed with this discovery, the inventors developed an 
improved process of preserving hepatocytes, claimed in 
the ’929 patent.  In general, the improved process com-
prises: (A) subjecting previously frozen and thawed cells 
to density gradient fractionation to separate viable cells 
from non-viable ones; (B) recovering the viable cells; and 
(C) refreezing the viable cells.  ’929 patent col. 19 l. 56-col. 
20 l. 20.  The claims specify that the resulting hepatocyte 
preparation can be thawed and used immediately, exhibit-
ing 70% viability after the second thaw.  Id.   

The ’929 patented process has a number of ad-
vantages over the prior art.  By separating out and re-
freezing only the viable cells, the preserved hepatocyte 
preparations can be thawed and used later without unac-
ceptable loss of viability.  Id. at col. 3 ll. 64-67.  Pooled 
hepatocyte preparations are also much more easily made: 
hepatocyte samples from single donors can be pooled 
together to create a composite preparation that can be re-
frozen for later use.  Id. at col. 3 l. 67-col. 4 l. 6, col. 11 l. 2-
col. 12 l. 27.  This was not possible with the prior art 
cryopreservation techniques.  Appellant employs the 
improved process in its LiverPoolTM product, which com-
prises multi-cryopreserved, pooled hepatocyte prepara-
tions useful for a wide variety of research purposes.   

Claim 1 is representative of the ’929 patent.  It re-
cites: 

1. A method of producing a desired preparation of 
multi-cryopreserved hepatocytes, said hepato-
cytes being capable of being frozen and thawed 
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at least two times, and in which greater than 
70% of the hepatocytes of said preparation are 
viable after the final thaw, said method com-
prising: 

(A) subjecting hepatocytes that have been fro-
zen and thawed to density gradient fractiona-
tion to separate viable hepatocytes from non-
viable hepatocytes,  
(B) recovering the separated viable hepato-
cytes, and  
(C) cryopreserving the recovered viable 
hepatocytes to thereby form said desired 
preparation of hepatocytes without requiring 
a density gradient step after thawing the 
hepatocytes for the second time, wherein the 
hepatocytes are not plated between the first 
and second cryopreservations, and wherein 
greater than 70% of the hepatocytes of said 
preparation are viable after the final thaw.  

Additional dependent claims are directed to the type 
of density gradient fractionation, the type of hepatocytes, 
viability, and pooling.  For example, with respect to 
pooling, claim 5 recites:   

5. The method of claim 1, wherein said prepara-
tion comprises a pooled preparation of hepato-
cytes of multiple sources. 

 IVT sued LTC for infringing the ’929 patent.1  In 
response, LTC filed a motion for summary judgment of 

1 The original suit was brought by Celsis In Vitro, 
Inc. against CellzDirect, Inc. and Invitrogen Corporation.  
After various corporate transactions, the named parties 
are now Plaintiffs-Appellants, Rapid Litigation Manage-
ment Ltd. and In Vitro, Inc. (collectively, “IVT”), and 
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invalidity under 35 U.S.C. §§ 101 and 112.  The district 
court granted the motion, finding the ’929 patent invalid 
under § 101 and dismissing the action with prejudice 
(without reaching the § 112 issues).  Celsis, 83 F. Supp. 3d 
at 785-86.  In finding the patent invalid under § 101, the 
court applied the Supreme Court’s two-step framework for 
determining patent eligibility.  See Alice Corp. v. CLS 
Bank Int’l, 134 S. Ct. 2347, 2355 (2014) (citing Mayo 
Collaborative Servs. v. Prometheus Labs., Inc., 132 S. Ct. 
1289, 1294, 1296-98 (2012)).  At step one, the court con-
cluded that the ’929 patent “is directed to an ineligible 
law of nature: the discovery that hepatocytes are capable 
of surviving multiple freeze-thaw cycles.”  Celsis, 83 F. 
Supp. 3d at 783.  At step two, the court determined that 
“the patented process lacks the requisite inventive con-
cept,” observing that, upon discovering the cells’ capabil-
ity of surviving multiple freeze-thaw cycles, the inventors 
simply “reapplied a well-understood freezing process.”  Id. 
at 783-84. 

IVT appeals the court’s decision.  We have jurisdiction 
under 28 U.S.C. § 1295(a)(1).  We review the court’s grant 
of summary judgment under the law of the regional 
circuit; here, the Seventh Circuit’s de novo standard.  
Memorylink Corp. v. Motorola Sols., Inc., 773 F.3d 1266, 
1270 (Fed. Cir. 2014) (citing Chaklos v. Stevens, 560 F.3d 
705, 710 (7th Cir. 2009)).  The issue of patent-eligibility 
under § 101 is a question of law that we review without 
deference.  CyberSource Corp. v. Retail Decisions, Inc., 
654 F.3d 1366, 1369 (Fed. Cir. 2011). 

II 
Section 101 permits the patenting of “any new and 

Defendants-Appellees, Cellzdirect, Inc. and Invitrogen 
Corporation (which merged with another corporation to 
form Life Technologies Corporation) (collectively, “LTC”). 
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useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof,” 
subject to other requirements of the title.  35 U.S.C. § 101.  
The Supreme Court has “interpreted § 101 and its prede-
cessors . . . for more than 150 years” to “contain[] an 
important implicit exception: Laws of nature, natural 
phenomena, and abstract ideas are not patentable.”  Alice, 
134 S. Ct. at 2354 (quoting Ass’n for Molecular Pathology 
v. Myriad Genetics, Inc., 133 S. Ct. 2107, 2116 (2013)).  
The concern underlying these judicial exclusions is that 
“patent law not inhibit further discovery by improperly 
tying up the future use of these building blocks of human 
ingenuity.”  Id. (internal quotation marks omitted) (quot-
ing Mayo, 132 S. Ct. at 1301).  

The Supreme Court has recently articulated a two-
part test for distinguishing patents that claim one of the 
patent-ineligible exceptions from those that claim patent-
eligible applications of those concepts.  Id. (citing Mayo, 
132 S. Ct. at 1294, 1296-97).  Step one asks whether the 
claim is “directed to one of [the] patent-ineligible con-
cepts.”  Id.  If the answer is no, the inquiry is over: the 
claim falls within the ambit of § 101.  If the answer is yes, 
the inquiry moves to step two, which asks whether, con-
sidered both individually and as an ordered combination, 
“the additional elements ‘transform the nature of the 
claim’ into a patent-eligible application.”  Id. (quoting 
Mayo, 132 S. Ct. at 1297).  Step two is described “as a 
search for an ‘inventive concept.’”  Id. (quoting Mayo, 132 
S. Ct. at 1294).  At step two, more is required than “well-
understood, routine, conventional activity already en-
gaged in by the scientific community,” which fails to 
transform the claim into “significantly more than a patent 
upon the” ineligible concept itself.  Mayo, 132 S. Ct. at 
1298, 1294.   

A 
We begin with step one: whether the claims here are 
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“directed to” a patent-ineligible concept.  The district 
court concluded that they were: that “the patent is di-
rected to an ineligible law of nature: the discovery that 
hepatocytes are capable of surviving multiple freeze-thaw 
cycles.”  Celsis, 83 F. Supp. 3d at 783.  We disagree. 
 Claim 1 recites a “method of producing a desired 
preparation of multi-cryopreserved hepatocytes.”  ’929 
patent col. 19 l. 56-col. 20 l. 20.  The method requires an 
artisan to carry out a number of concrete steps to achieve 
the desired preparation: step (A) requires performing 
density gradient fractionation on a set of previously 
frozen and thawed cells to separate out the viable ones; 
step (B) requires recovering the separated viable cells; 
and step (C) requires cryopreserving the recovered cells.  
The end result is a preparation of multi-cryopreserved 
cells that can be thawed for immediate use, retaining 70% 
viability.  Claim 5 adds to the method, reciting “a pooled 
preparation of hepatocytes of multiple sources.”  Id. at col. 
20 ll. 31-33.  The resulting preparation, and the process 
for creating it, achieved a notable advance over prior art 
techniques for preserving hepatocytes.  J.A. 2513-14. 

The district court identified in these claims what it 
called a “natural law”—the cells’ capability of surviving 
multiple freeze-thaw cycles.  We need not decide in this 
case whether the court’s labeling is correct.  It is enough 
in this case to recognize that the claims are simply not 
directed to the ability of hepatocytes to survive multiple 
freeze-thaw cycles.  Rather, the claims of the ’929 patent 
are directed to a new and useful laboratory technique for 
preserving hepatocytes.  This type of constructive process, 
carried out by an artisan to achieve “a new and useful 
end,” is precisely the type of claim that is eligible for 
patenting.  Alice, 134 S. Ct. at 2354 (quoting Gottschalk v. 
Benson, 409 U.S. 63, 67 (1972)).  The inventors certainly 
discovered the cells’ ability to survive multiple freeze-
thaw cycles, but that is not where they stopped, nor is it 
what they patented.  Rather, “as the first party with 
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knowledge of” the cells’ ability, they were “in an excellent 
position to claim applications of that knowledge.”  Myriad, 
133 S. Ct. at 2120 (quoting Ass’n for Molecular Pathology 
v. U.S. Patent & Trademark Office, 689 F.3d 1303, 1349 
(Fed. Cir. 2012) (Bryson, J., concurring in part and dis-
senting in part)).  That is precisely what they did.  They 
employed their natural discovery to create a new and 
improved way of preserving hepatocyte cells for later use.   
 The claims in this case are immediately distinguisha-
ble from those we have found patent ineligible in cases 
since Mayo and Alice.  In recent cases, we found claims 
“directed to” a patent-ineligible concept when they 
amounted to nothing more than observing or identifying 
the ineligible concept itself.  For example, in Genetic 
Technologies, the claim recited methods for detecting a 
coding region of DNA based on its relationship to non-
coding regions.  Genetic Techs., Ltd. v. Merial L.L.C., 818 
F.3d at 1369, 1373-74 (Fed. Cir. 2016).  Because the 
relationship between coding and non-coding sequences 
was a law of nature, the claim amounted to nothing other 
than identifying “information about a patient’s natural 
genetic makeup.”  Id. at 1375.  Likewise in Ariosa, the 
claims recited methods for detecting paternally inherited 
cffDNA in the blood or serum of a pregnant female.  
Ariosa Diagnostics, Inc. v. Sequenom, Inc., 788 F.3d 1371, 
1373-74 (Fed. Cir. 2015), cert. denied, No. 15-1102, 2016 
WL 1117246 (June 27, 2016).  The existence and location 
of cffDNA is a natural phenomenon; identifying its pres-
ence was merely claiming the natural phenomena itself.  
Id. at 1376.  And in In re BRCA, the claims recited meth-
ods for screening human germline for an altered BRCA1 
gene by comparing the target DNA sequence with wild-
type sequence.  In re BRCA1- & BRCA2-Based Hereditary 
Cancer Test Patent Litig., 774 F.3d 755, 761-62 (Fed. Cir. 
2014).  But comparing two sequences to detect alterations 
is a patent-ineligible “abstract mental process.”  Id. at 
763.  Although the claims in each of these cases employed 
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method steps, the end result of the process, the essence of 
the whole, was a patent-ineligible concept. 
 The same is not true here.  The end result of the ’929 
patent claims is not simply an observation or detection of 
the ability of hepatocytes to survive multiple freeze-thaw 
cycles.  Rather, the claims are directed to a new and 
useful method of preserving hepatocyte cells.  Indeed, the 
claims recite a “method of producing a desired prepara-
tion of multi-cryopreserved hepatocytes.”  ’929 patent col. 
19 l. 56-col. 20 l. 20 (emphasis added).  Through the 
recited steps, the patented invention achieves a better 
way of preserving hepatocytes.  The ’929 patent claims 
are like thousands of others that recite processes to 
achieve a desired outcome, e.g., methods of producing 
things, or methods of treating disease.  That one way of 
describing the process is to describe the natural ability of 
the subject matter to undergo the process does not make 
the claim “directed to” that natural ability.  If that were 
so, we would find patent-ineligible methods of, say, pro-
ducing a new compound (as directed to the individual 
components’ ability to combine to form the new com-
pound),  treating cancer with chemotherapy (as directed 
to cancer cells’ inability to survive chemotherapy), or 
treating headaches with aspirin (as directed to the human 
body’s natural response to aspirin). 

Our conclusion applies even more so to claim 5, which 
requires the additional step of pooling hepatocytes from 
multiple donors.  Conventional preparation methods were 
unable to create a frozen hepatocyte preparation that 
could be stored for a long duration and then, upon thaw-
ing, result in a pool of hepatocytes from multiple donors 
with viability upwards of 70%.  Because the claimed 
process involves both multiple freeze-thaw cycles and 
pooling cells from various donors, it results in a prepara-
tion that is both new and vastly more useful for research 
than hepatocyte preparations made by conventional 
methods.   
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LTC asserts that claim 5, including the additional re-
quirement of pooling of hepatocyte cells, is indistinguish-
able from the claims held patent ineligible in Funk Bros. 
Co. v. Kalo Inoculant Co., 333 U.S. 127 (1948).  There the 
Supreme Court held that a mixture of different bacterial 
species was not patent eligible because “[n]o species 
acquires a different use,” “[e]ach species has the same 
effect it always had,” and “[t]he bacteria perform in their 
natural way.”  Id. at 131.  But Funk Bros. involved prod-
uct claims, and the court explicitly noted that it was not 
“presented [with] the question whether the methods of 
selecting and testing the non-inhibitive strains are pa-
tentable.”  Id. at 130.  Here, regardless of whether the 
individual hepatocytes in the pool of multi-cryopreserved 
hepatocytes have the same effect they always had or 
perform in their natural way, the claims are directed to a 
new and useful process of creating that pool, not to the 
pool itself. 

Nor is LTC correct in arguing that the claims of the 
’929 patent are just like the isolated DNA found un-
patentable in Myriad, 133 S. Ct. 2107, or the methods of 
detecting cffDNA found unpatentable in Ariosa, 788 F.3d 
1371.  In Myriad, while holding the composition claims to 
isolated DNA patent ineligible, the Supreme Court stated: 
“It is important to note what is not implicated by this 
decision.  First, there are no method claims before this 
Court.  Had Myriad created an innovative method of 
manipulating genes while searching for the BRCA1 and 
BRCA2 genes, it could have possibly sought a method 
patent.  But the processes used by Myriad to isolate DNA 
were well understood . . . and are not at issue in this 
case.”  133 S. Ct. at 2119-20.  Here, the inventors devel-
oped an innovative method of manipulating hepatocytes, 
a particular kind of liver cell which, prior to this inven-
tion, had been very difficult to preserve for future use.  
See id.  The claims are thus distinguishable from those 
held unpatentable in Myriad.  They are also distinguisha-
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ble from those held unpatentable in Ariosa, 788 F.3d 
1371.  Although the claims in Ariosa were also written as 
process claims, the court concluded that they were “di-
rected to” the patent-ineligible cffDNA itself.  Id. at 1376.  
The claims of the ’929 patent, as explained above, are not 
similarly infirm.   

We are also not persuaded by LTC’s conjecture that, if 
the claimed multi-cryopreservation process is sufficient to 
imbue the ’929 patent claims with patent-eligibility, “then 
any frozen or preserved cell, bacteria, or other product of 
nature would be patent eligible.”  Appellees’ Br. 24.  Not 
so.  It is the process of preservation that is patent eligible 
here, not necessarily the end product.  In any event, 
LTC’s argument proves too much: if LTC were correct, no 
one could ever get a patent on cryopreservation, or on any 
other innovative method that acts on something that is 
naturally occurring, simply because of the nature of the 
underlying subject matter.  Section 101 is not so narrow.    

LTC argues that our approach improperly shoehorns 
the step two analysis into step one: that focusing on the 
claims’ application of the cells’ ability to survive multiple 
freeze-thaw cycles in a new preservation process properly 
falls under step two’s inquiry into “whether the additional 
elements ‘transform the nature of the claim’ into a patent-
eligible application.”  See Alice, 134 S. Ct. at 2355 (quot-
ing Mayo, 132 S. Ct. at 1297).  But it is LTC’s approach, 
not ours, that collapses the inquiry into a single step.  
Under the Supreme Court’s test, some claims will be 
“directed to” a patent-ineligible concept and some, neces-
sarily, will not.  This is true even if “all inventions at 
some level embody, use, reflect, rest upon, or apply laws 
of nature, natural phenomena, or abstract ideas.”  Mayo, 
132 S. Ct. at 1293.  As the Supreme Court has made clear, 
“an invention is not rendered ineligible for patent simply 
because it involves” one of the patent-ineligible concepts.  
Alice, 134 S. Ct. at 2354.  Indeed, to preclude the patent-
ing of an invention simply because it touches on some-
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thing natural would “eviscerate patent law.”  Mayo, 132 S. 
Ct. at 1293.   

At step one, therefore, it is not enough to merely iden-
tify a patent-ineligible concept underlying the claim; we 
must determine whether that patent-ineligible concept is 
what the claim is “directed to.”  Here, the plain claim 
language shows that it is not.  The ’929 patent does not 
simply claim hepatocytes’ ability to survive multiple 
freeze-thaw cycles.  The ’929 patent instead claims a 
“method of producing a desired preparation of multi-
cryopreserved hepatocytes.”  ’929 patent col. 19 l. 56-col. 
20 l. 20.  This new and improved technique, for producing 
a tangible and useful result, falls squarely outside those 
categories of inventions that are “directed to” patent-
ineligible concepts. 

B 
 Even if LTC were correct that the ’929 patent is 
“directed to” hepatocytes’ natural ability to survive multi-
ple freeze-thaw cycles, and that we must proceed to step 
two, we would find the claims patent-eligible at that point 
as well.  Under step two, claims that are “directed to” a 
patent-ineligible concept, yet also “improve[] an existing 
technological process,” are sufficient to “transform[] the 
process into an inventive application” of the patent-
ineligible concept.  Alice, 134 S. Ct. at 1358 (quoting 
Mayo, 132 S. Ct. at 1299) (discussing Diamond v. Diehr, 
450 U.S. 175 (1981).  The claims of the ’929 patent do 
precisely that: they recite an improved process for pre-
serving hepatocytes for later use.  The benefits of the 
improved process over the prior art methods are signifi-
cant.  The claimed method is used to create hepatocyte 
preparations that no longer exhibit unacceptable loss of 
viability.  And it allows researchers to pool samples 
together in advance and preserve them for later use, 
rather than needing to wait until enough single samples 
are accumulated that can be pooled and used immediate-
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ly.  The claimed method is patent eligible because it 
applies the discovery that hepatocytes can be twice frozen 
to achieve a new and useful preservation process.  See 
Mayo, 132 S. Ct. at 1293-94 (“[A]n application of a law of 
nature or mathematical formula to a known structure or 
process may well be deserving of patent protection.”) 
(quoting Diehr, 450 U.S. at 187). 

That each of the claims’ individual steps (freezing, 
thawing, and separating) were known independently in 
the art does not make the claim unpatentable.  It is true 
that, at step two, a claim that recites only “well-
understood, routine, conventional activity already en-
gaged in by the scientific community” will not be patent 
eligible.  Mayo, 132 S. Ct. at 1298.  Thus, in Mayo, the 
claims failed step two because the steps of administering 
the drug, measuring metabolite levels, and adjusting 
dosage were already being performed by those in the field; 
adding knowledge of the natural law was insufficient to 
render the claims patent eligible.  Id.  Likewise in Ariosa, 
the steps of preparing, amplifying, and detecting genetic 
sequences were already being done; performing those 
same steps on a newly discovered, naturally-occurring 
substrate (cffDNA in maternal plasma or serum) did not 
rise to the level of an inventive concept.  788 F.3d at 1377-
78.  That is not to say, however, that all process claims 
that employ only independently known steps will be 
unpatentable.  To the contrary, in examining claims 
under step two, we must view them as a whole, consider-
ing their elements “both individually and ‘as an ordered 
combination.’”  Alice, 134 S. Ct. at 2355 (quoting Mayo, 
132 S. Ct. at 1298).  Thus, “a new combination of steps in 
a process may be patentable even though all the constitu-
ents of the combination were well known and in common 
use before the combination was made.”  Diehr, 450 U.S. at 
188.   

Here, the claimed process involves freezing and thaw-
ing hepatocytes twice.  The individual steps of freezing 
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and thawing were well known, but a process of preserving 
hepatocytes by repeating those steps was itself far from 
routine and conventional.  As the examiner noted when 
allowing the patent, “[t]he prior art only discloses meth-
ods having one freeze-thaw cycle of hepatocytes, wherein, 
upon thawing, a gradient centrifugation step is required 
to remove the non-viable cells.”  J.A. 2513-14 (emphasis 
added).  Likewise, during reexamination, the examiner 
explained that “[t]he prior art evidence[d] cellular damage 
produced by cryopreservation, and a lack of any experi-
mentation with multiply cryopreserved cells.”  J.A. 7157 
(emphasis added).  We made similar observations earlier 
in this litigation, noting that “the prior art taught away 
from multiple freezings,” as “[a] single round of freezing 
severely damages hepatocyte cells and results in lower 
cell viability.”  Celsis In Vitro, Inc. v. CellzDirect, Inc., 664 
F.3d 922, 928 (Fed. Cir. 2012); see also id. (stating that 
“the present invention is in an art well-known for its 
unpredictability” and the “art was a crowded field for 
many years and yet there was not one reference to multi-
cryopreservation”).  As aptly summarized by the district 
court:  “Prevailing wisdom . . . taught that cells could be 
frozen only once and then had to be used or discarded.”  
Celsis, 83 F. Supp. 3d at 777-78. 

Repeating a step that the art taught should be per-
formed only once can hardly be considered routine or 
conventional.  This is true even though it was the inven-
tor’s discovery of something natural that led them to do 
so.  Just as in Diehr, it is the particular “combination of 
steps” that is patentable here. 450 U.S. at 188.  The 
inventors discovered that some percentage of hepatocytes 
can survive multiple freeze-thaw cycles and applied that 
discovery to improve existing methods for preserving 
hepatocytes.  To require something more at step two 
would be to discount the human ingenuity that comes 
from applying a natural discovery in a way that achieves 
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a “new and useful end.”  Alice, 134 S. Ct. at 2354 (quoting 
Gottschalk, 409 U.S. at 67). 

C 
We end with two additional points.  First, the crux of 

LTC’s argument seems to be that, once it was discovered 
that hepatocytes could survive multiple freeze-thaw 
cycles, it would have been a simple task to repeat the 
known freeze-thaw process to arrive at the claimed inven-
tion.  But patent-eligibility does not turn on ease of execu-
tion or obviousness of application.  Those are questions 
that are examined under separate provisions of the Pa-
tent Act.  Mayo, 132 S. Ct. at 1304.2  

Second, while pre-emption is not the test for deter-
mining patent-eligibility, Ariosa, 788 F.3d at 1378-79, it is 
certainly the “concern that undergirds . . . § 101 jurispru-
dence,” Alice, 134 S. Ct. at 2358.  Here, while not resting 
our opinion on them, we note the district court’s findings 
that the ’929 patent “does not lock up the natural law in 
its entirety” and that “LTC has already managed to 
engineer around the patent.”  Celsis, 83 F. Supp. 3d at 
785.  These findings accord with our conclusion that the 

2 Indeed, the obviousness of the ’929 patent claims 
under 35 U.S.C. § 103 has been addressed in prior pro-
ceedings.  During original examination, and then again 
during post-grant reexamination, the U.S. Patent and 
Trademark Office found the claims non-obvious given the 
knowledge that cryopreservation damages cells and the 
prior art’s lack of experimentation with multi-
cryopreserved cells.  J.A. 2513-14; J.A. 7157.  On a prelim-
inary record, we made similar observations in affirming 
the district court’s entry of preliminary injunction.  See 
Celsis, 664 F.3d at 928 (noting that “the prior art taught 
away from multiple freezings”).   
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patent is not “directed to” a patent-ineligible building 
block of human ingenuity. 

III 
 Because the ’929 patent claims are not directed to a 
patent-ineligible concept, we vacate and remand for 
further proceedings consistent with this opinion. 

VACATED AND REMANDED 
COSTS 

Costs to appellants. 
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PER CURIAM. 
 

The United States District Court for the Southern District of New York ruled that U.S. 

Patent No. 6,295,075 (the ’075 patent), owned by ResQNet.com, Inc., is valid and is 



infringed by Lansa, Inc.  The district court also ruled that ResQNet’s U.S. Patent No. 

5,831,608 (the ’608 patent) is not infringed.  The court awarded damages of $506,305 for 

past infringement based on a hypothetical royalty of 12.5%, plus prejudgment interest.  The 

court denied ResQNet’s motion for a permanent injunction, and imposed a license, at a 

royalty of 12.5%, for future activity covered by the ’075 patent.  The court assessed 

sanctions under Rule 11 against ResQNet and its counsel.  We affirm the district court’s 

rulings on the issues of validity and infringement, and reverse the imposition of sanctions.  

On Lansa’s cross-appeal, we vacate the damages award and remand for redetermination 

of damages. 

BACKGROUND 

This litigation began in 2001.  The district court issued a claim construction order, 

ResQNet.com, Inc. v. Lansa, Inc., No. 01 Civ. 3578 (RWS), 2002 WL 31002811 (S.D.N.Y. 

Sept. 5, 2002).  Thereafter, on November 4, 2002 a Consent Judgment was entered to 

enable appeal of the claim construction to the Federal Circuit, and also dismissing two of 

the five patents in suit.  J.A. 265-68.  On appeal, this court modified the district court’s claim 

construction.  ResQNet.com, Inc. v. Lansa, Inc., 346 F.3d 1374 (Fed. Cir. 2003) (ResQNet 

I).  On Lansa’s motion filed in September 2004, Rule 11 sanctions were imposed.  

ResQNet.com, Inc. v. Lansa, Inc., 382 F. Supp. 2d 424, 457 (S.D.N.Y. 2005) (ResQNet II). 

 The appeal of the sanctions order was dismissed by this court, on the ground that the 

appeal was not ripe because the merits of the underlying litigation had not yet been 

decided.  ResQNet.com, Inc. v. Lansa, Inc., 138 Fed. Appx. 312 (Fed. Cir. 2005). A bench 

trial was conducted, with judgment reported at ResQNet.com, Inc. v. Lansa, Inc., 533 F. 

Supp. 2d 397 (S.D.N.Y. 2008) (ResQNet III), corrected on reconsideration, J.A. 56-61 (Mar. 
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17, 2008).  The district court declined to withdraw the sanctions.  ResQNet.com, Inc. v. 

Lansa, Inc., No. 01 Civ. 3578 (RWS), 2008 WL 4376367 (Sept. 25, 2008) (ResQNet IV).  

This appeal and cross-appeal followed, with ResQNet’s attorneys joining in the appeal of 

the sanctions order. 

The Technology 

The technology relates to screen recognition and terminal emulation processes that 

download a screen of information from a remote mainframe computer onto a local personal 

computer (PC).  Before the use of PCs, each computer user would connect to the 

mainframe using a so-called “dumb terminal,” which displayed information received from 

the mainframe and sent all data entries back to the mainframe for processing.  Because a 

dumb terminal’s monitor usually was a monochromatic green color, the display was called a 

“green screen.”  PCs came to replace dumb terminals, with the PC using software to 

facilitate communication to and from the mainframe, and processing the information into a 

graphical user interface (GUI) format.  The GUI format displays and receives information to 

and from the user, and sends and receives information in the manner understood by the 

mainframe.  The ResQNet patents facilitate recognition of the information that the 

mainframe sends to the PC.  The technology is more fully described in ResQNet I, 346 

F.3d at 1375-76. 

The accused product is a terminal emulator program called “NewLook,” developed 

by Looksoftware Proprietary Limited in Australia, and sold by Lansa in the United States.  

As described more fully in ResQNet III, 533 F. Supp. 2d at 406-07, the NewLook product 

creates a GUI using a dynamic architecture whereby the software automatically converts 

green screens into GUI screens without using a table lookup or otherwise recognizing the 
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actual screen being displayed.  The NewLook program has two “editions.”  The standard 

edition of NewLook is designed for use on a personal computer, and is typically used by a 

user running a special application.  The developer or professional edition of NewLook is 

used by a programmer or developer to create overrides to change how elements are 

displayed. 

ResQNet charged Lansa with infringement of five patents: the ’608 patent, the ’075 

patent, U.S. Patent No. 5,812,127 (the ’127 patent), U.S. Patent No. 5,792,659 (the ’659 

patent), and U.S. Patent No. 5,530,961 (the ’961 patent).  The ’127 and ’659 patents were 

removed from the complaint, with prejudice, by the Consent Judgment filed on November 

4, 2002.  The ’127 and ’608 patents are relevant to the Rule 11 sanctions.  Substantive 

issues concerning the ’608 and ’075 patents are presented in this appeal. 

I 

The ’608 Patent 

The ’608 patent is entitled “User Interface for a Remote Terminal.”  Claim 1, the only 

claim, is as follows: 

1.  Apparatus for implementing a computer terminal to be connected 
to a remote computer, said apparatus comprising: 

means for identifying a particular user logged on to said remote 
computer through said computer terminal; 

means for identifying, based upon a position, length and type of 
each of a plurality of fields, a particular screen to be displayed to said 
user; and 

a plurality of special function keys, each key performing a 
specified function, the specified function performed by each key being 
determined by the particular user logged on and the particular screen 
identified to be displayed. 

 
The claim was construed in ResQNet I, 346 F.3d at 1382-83.  On remand, the district court 

ruled that the ’608 patent is not infringed, finding that the NewLook products do not meet 
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the first and third of the three clauses of claim 1.  With respect to the first clause, the 

“means for identifying a particular user,” the district court found that the ’608 patent is 

directed to the situation whereby each user can assign its own values to the function key 

depending on the user’s needs, whereas NewLook allows only for key customization for an 

entire group of users.  For example, NewLook allows a programmer to change the function 

of the F1 button for a specific screen, but once the function is changed, every user of that 

screen will have the same function assigned to its F1 button.  With respect to the third 

clause, the “special function keys” set by each user for each screen, the district court found 

that NewLook does not meet this limitation, even if the activities of the users are considered 

to supplement the activities of the NewLook product under theories of induced or 

contributory or split infringement. 

ResQNet argues that NewLook uses the same means, for identifying users and 

determining key function, as are shown in the ’608 patent.  ResQNet argues that the district 

court’s interpretation of the ’608 patent claim to exclude the NewLook technology would 

also exclude the preferred embodiment set forth in the ’608 specification.  ResQNet states 

that NewLook allows a developer or an administrator to re-assign functions of various keys, 

whereby NewLook allows for different key functions depending on the user.  ResQNet 

states that even when the NewLook programmer does not perform the customization of 

special function keys, this is performed by the user.  Thus ResQNet argues that the district 

court misconstrued and misapplied the limitations of claim 1. 

Lansa responds that in NewLook the function of each key is the same for all users 

and varies only depending on the screen, and thus that the third claim element is not 

performed by any user.  Clear error has not been shown in the district court’s finding that 
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the NewLook system does not remap keys for specific screens.  On this finding, the 

NewLook technology does not infringe claim 1 of the ’608 patent. 

II 

The ’075 Patent 

Claim 1 of the ’075 patent is as follows: 

1.  The method of communicating between a host computer and a 
remote terminal over a data network comprising steps of: 

establishing a first communication session between said 
terminal and a communications server via a first communications 
channel; 

downloading, from said server to said terminal, 
communications software for communicating between said terminal 
and said host and a plurality of specific screen identifying information; 

utilizing said communications software to implement a second 
communications session between said terminal and said host via a 
second communications channel independent of said server; 

receiving a screen from said host to said terminal; 
if said received screen matches one of the plurality of specific 

screen identifying information, displaying a customized GUI screen; 
and 

if said received screen does not match one of the plurality of 
specific screen identifying information, displaying a default GUI 
screen. 

 
In the ’075 method, specific screen identifying information is downloaded from a 

communications server to a remote terminal, along with communications software, and is 

used to identify information from the communications server.  The district court held the 

’075 patent to be valid, and infringed by the NewLook products.  Lansa appeals both 

rulings. 

As to validity, Lansa argues that the claimed subject matter would have been 

obvious based on prior art that the district court excluded, and also that the claimed 

invention is barred or rendered obvious by Lansa’s advertisement for sale and use of an 

early version of the accused products. 
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The Flashpoint Manuals 

The only references on which Lansa relies for its validity challenge are two user 

manuals for a software product called “Flashpoint.”  The issue at trial was whether either or 

both of these manuals is a “printed publication” in terms of §102(b), and thus available as 

evidence of anticipation or obviousness.  One of the Flashpoint manuals is marked “an 

unpublished work and is considered a trade secret belonging to the copyright holder.”  The 

second manual is not marked with any indicium of either publication or secrecy.  There was 

no evidence as to the source, publication, or public accessibility of either manual.  The 

district court found that “no witness testified, nor was any evidence presented, that either of 

these documents was ever published or disseminated to the public.”  ResQNet III, 533 F. 

Supp. 2d at 414. 

Public accessibility is the “touchstone in determining whether a reference constitutes 

a ‘printed publication’ bar under 35 U.S.C. §102(b).”  In re Hall, 781 F.2d 897, 899 (Fed. 

Cir. 1986).  The only argument presented by Lansa was ResQNet’s subsequent inclusion of 

these manuals in an Information Disclosure Statement (IDS) that ResQNet submitted to the 

Patent Office during a reexamination proceeding for a different patent.  Lansa states that 

ResQNet amended the claims in reexamination, in response to the examiner’s rejection 

based on one of the IDS manuals, and that ResQNet thereby admitted that the manuals 

were printed publications.  ResQNet responds that it learned of these manuals only when 

Lansa produced them in this litigation, and deemed it prudent to submit them in the 

unrelated reexamination proceeding, rather than risk the charge of concealing them.  

ResQNet states that its submission of the manuals was not an admission that they were 

publicly available publications.  In Abbott Laboratories v. Baxter Pharmaceutical Products, 
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Inc., 334 F.3d 1274, 1279 (Fed. Cir. 2003), the court explained that “mere submission of an 

IDS to the USPTO does not constitute the patent applicant’s admission that any reference 

in the IDS is material prior art.”  We agree that ResQNet did not convert these manuals into 

printed publication prior art by including them with the IDS submitted to the PTO.  No other 

evidence of publication or public availability was provided. 

The only references identified by Lansa are the Flashpoint manuals.  No error has 

been shown in the district court’s ruling that these documents are not printed publications 

under §102(b) and thus are not prior art.  We affirm that invalidity on the ground of 

obviousness has not been shown. 

Lansa’s Advertisement for Sale 

Lansa states that its initial product, NewLook version 1.0, was advertised for sale as 

early as March 1996, over a year before the ’075 patent application was filed.  Lansa states 

that if its NewLook product is indeed deemed to be infringing, then this advertisement 

constituted an offer for sale of the patented system, thereby invalidating the ’075 patent. 

An offer for sale, sale, or public use, if more than one year before the patent 

application was filed, will bar patenting of the product, even if the sale was not authorized 

by the patentee.  See In re Caveney, 761 F.2d 671, 675 (Fed. Cir. 1985) (“[S]ales or offers 

by one person of a claimed invention will bar another party from obtaining a patent if the 

sale or offer to sell is made over a year before the latter’s filing date.  An exception to this 

general rule exists where a patented method is kept secret and remains secret after a sale 

of the unpatented product of the method.  Such a sale prior to the critical date is a bar if 

engaged in by the patentee or patent applicant, but not if engaged in by another.”) (citations 

omitted).  As the court explained in Caveney, “The ‘on sale’ provision of 35 U.S.C. §102(b) 
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is directed at precluding an inventor from commercializing his invention for over a year 

before he files his application.  Sales or offers made by others and disclosing the claimed 

invention implicate the ‘public use’ provision of 35 U.S.C. §102(b).”  Id. at 675 n.5. 

The district court found that NewLook version 1.0, as offered for sale by Lansa, 

lacked an essential limitation of claim 1, which requires “downloading, from said server to 

said terminal, communications software for communicating between said terminal and said 

host and a plurality of specific screen identifying information”; that is, there must be 

communications software installed on the server that the dumb terminal can import after it 

connects to that server.  The district court found that NewLook version 1.0 lacked a built-in 

terminal emulator, and instead relied on third-party “emulation software” for communication 

with the host, after which NewLook version 1.0 would interface with the emulator to produce 

GUIs.  The district court found, resolving conflicting testimony, that whatever downloading 

happened, it happened because of other software, not that of NewLook’s product.  

Therefore, the district court found that NewLook version 1.0 did not embody all of the 

elements of claim 1 of the ’075 patent; and Lansa has not argued that its advertisement 

provided sufficient detail to constitute disclosure of the system embodied in this version of 

NewLook.  Clear error has not been shown in the district court’s finding that the offer for 

sale of this earlier version did not constitute prior art. 

Lansa argues that even if a third party emulator were needed to fulfill the claim, the 

user of the system would perform the missing step and thus the entire claimed method 

would be practiced.  However, Lansa did not establish that the entirety of the invention 

claimed in the ’075 patent was known to others before the critical date.  We affirm the 

court’s ruling that invalidity was not established on this ground. 
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Infringement 

Infringement is a question of fact, and the district court’s finding of infringement is 

reviewed for clear error.  Alza Corp. v. Mylan Laboratories, Inc., 464 F.3d 1286, 1289 (Fed. 

Cir. 2006).  The district court found that all of the limitations of claim 1 were embodied in 

the NewLook software product.  The principal elements of the NewLook system that were 

at issue with respect to infringement are a “Screen ID” or text designated by the developer 

that tells the program to apply an override; an “Identify” function; and the role of “filters.”  

The Screen ID does not necessarily identify a particular screen and can be present on 

multiple screens or none at all.  The “Identify” function identifies specific elements on a 

screen, whereby the developer, but not the user, can use the Identify function to apply 

overrides and to make changes to a single screen.  The NewLook system also uses “filters” 

to make global changes, and when a filter is defined, it applies across all screens. 

It was not disputed that NewLook has an “Identify” tool that allows the program 

developer to select the “Screen ID” that the computer program reads and to which it 

responds.  Lansa argues that the ’075 patent requires that each screen is identified by a 

Screen ID that is unique for each given screen, and that the district court incorrectly 

broadened claim 1 to require merely an algorithm that recognizes the screen based on the 

information downloaded from the mainframe.  Lansa’s argument is directed to a 

construction that is narrower than this court’s claim construction ruling, which held that the 

’075 claim “require[s] an algorithm that recognizes the screen based on the information 

downloaded from the mainframe to the PC.”  ResQNet I, 346 F.3d at 1376. 

Lansa states that it cannot infringe claim 1, for ResQNet stipulated that NewLook 

“does not use a screen ID generator algorithm.”  ResQNet II, 382 F. Supp. 2d at 444 n.17.  
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Lansa also states that, even under the claim construction adopted by the district court, the 

NewLook system does not infringe because the system converts into GUI format individual 

elements of green screens without ever recognizing the screen being displayed.  ResQNet 

disputes this view of the evidence and of the NewLook system. 

At the trial there was testimony that the algorithm employed by NewLook generates 

a “unique Screen ID.”  Also, the evidence at trial was that NewLook’s Screen IDs do not 

necessarily identify a given screen, as would a unique alphanumeric code for an individual 

screen.  However, there was also evidence that this does not mean that the NewLook 

Screen IDs cannot or do not uniquely identify screens.  There was evidence that a program 

developer can select Screen IDs that uniquely identify a screen so that GUI overrides will 

apply to one screen only.  The district court apparently placed weight on the NewLook user 

manual, which includes the statements that: “Identify is used to specify the green screen 

image overrides that are then stored in the SID database.  Typically, you will select a 

unique screen element . . . to ensure you[r] overrides apply to a specific green screen only”; 

“The screen IDs for each language need to be unique to ensure a . . . screen will be 

correctly recognized”; and “This process continues until all screens are known to be 

unique.”  The manual explains that NewLook displays a “conflict” message if a Screen ID 

appears on more than one screen, thus prompting the developer to correct a likely mistake, 

whereas when the developer selects a unique Screen ID, there is no conflict message.  

These aspects were fully explored in the district court, leading to the court’s application of 

the claim to the NewLook system. 

We do not discern error in the district court’s determination that the ’075 claim does 

not require using an algorithm to generate a unique screen ID, and instead requires only 
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the recognition of a screen via some algorithm, such as one that determines if there is a 

match between the screen identifying information and the received screen.  See ResQNet 

I, 346 F.3d at 1376 (claim 1 of the ’075 patent “require[s] an algorithm that recognizes the 

screen based on the information downloaded from the mainframe to the PC”).  Lansa did 

not dispute that, in NewLook, a received green screen is read merely to see if there is a 

match.  This tracks the claim requirement that “said received screen matches one of the 

plurality of specific screen identifying information.”  The district court’s findings that 

NewLook uniquely identifies screens by generating screen IDs have not been shown to be 

clearly erroneous. 

On the record and argument, clear error has not been shown in the district court’s 

finding of infringement of the ’075 patent.  The finding is affirmed. 

III 

Damages 

Lansa’s cross-appeal challenges the district court’s award of $506,305 in damages 

for infringement of ResQNet’s ’075 patent.  This amount reflects the district court’s 

acceptance of a 12.5% reasonable royalty rate applied to Lansa’s revenues from the sale 

of infringing NewLook software.  Lansa challenges the methodology used by ResQNet’s 

damages expert, Dr. Jesse David, in determining this reasonable royalty.  Because the 

district court’s award relied on speculative and unreliable evidence divorced from proof of 

economic harm linked to the claimed invention and is inconsistent with sound damages 

jurisprudence, this court vacates the damages award and remands. 
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A 

Upon a showing of infringement, a patentee is entitled to “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.”  35 U.S.C. §284.  A “reasonable royalty” derives 

from a hypothetical negotiation between the patentee and the infringer when the 

infringement began.  See, e.g., Unisplay, S.A. v. American Elec. Sign Co., 69 F.3d 512, 

517 (Fed. Cir. 1995).  A comprehensive (but unprioritized and often overlapping) list of 

relevant factors for a reasonable royalty calculation appears in Georgia-Pacific Corp. v. 

United States Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N.Y. 1970). 

“Determining a fair and reasonable royalty is often . . . a difficult judicial chore, 

seeming often to involve more the talents of a conjurer than those of a judge.”  Fromson v. 

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

reasonable royalty analysis requires a court to hypothesize, not to speculate.  Id. at 1575.  

At all times, the damages inquiry must concentrate on compensation for the economic 

harm caused by infringement of the claimed invention.  See, e.g., Aro Mfg. Co. v. 

Convertible Top Replacement Co., 377 U.S. 476, 507 (1964) (“[T]he present statutory rule 

is that only ‘damages’ may be recovered.”). 

Thus, the trial court must carefully tie proof of damages to the claimed invention’s 

footprint in the market place.  See, e.g., Grain Processing Corp. v. American Maize-Prods. 

Co., 185 F.3d 1341, 1350 (Fed. Cir. 1999) (“To prevent the hypothetical from lapsing into 

pure speculation, this court requires sound economic proof of the nature of the market and 

likely outcomes with infringement factored out of the economic picture.”); Riles v. Shell 

Exploration & Prod. Co., 298 F.3d 1302, 1312 (Fed. Cir. 2002) (“[T]he market would pay 
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[the patentee] only for his product . . . .  [The patentee’s damages] model [does not support 

the award because it] does not associate [the] proposed royalty with the value of the 

patented method at all, but with the unrelated cost of the entire Spirit platform.”).  Any 

evidence unrelated to the claimed invention does not support compensation for 

infringement but punishes beyond the reach of the statute. 

With these principles in mind, this court just recently rejected a patentee’s reliance 

on licenses because “some of the license agreements [were] radically different from the 

hypothetical agreement under consideration” and the court was “unable to ascertain from 

the evidence presented the subject matter of the agreements.”  Lucent Techs., Inc. v. 

Gateway, 580 F.3d 1301, 1327-28 (Fed. Cir. 2009).  The majority of the licenses on which 

ResQNet relied in this case are problematic for the same reasons that doomed the damage 

award in Lucent. 

B 

ResQNet’s expert Dr. David determined the “starting point” for a hypothetical 

negotiation based on the first factor of the Georgia-Pacific framework—royalties received 

by the patentee from existing licenses.  The first Georgia-Pacific factor requires considering 

past and present royalties received by the patentee “for the licensing of the patent in suit, 

proving or tending to prove an established royalty.”  318 F. Supp. at 1120 (emphasis 

added).  By its terms, this factor considers only past and present licenses to the actual 

patent and the actual claims in litigation.  This court has long required district courts 

performing reasonable royalty calculations to exercise vigilance when considering past 

licenses to technologies other than the patent in suit.  See Lucent, 580 F.3d at 1329 (“[A] 

lump-sum damages award [based on a reasonable royalty] cannot stand solely on evidence 
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which amounts to little more than a recitation of royalty numbers, one of which is arguably 

in the ballpark of the jury’s award, particularly when it is doubtful that the technology of 

those license agreements is in any way similar to the technology being litigated here.”). 

Yet Dr. David used licenses with no relationship to the claimed invention to drive the 

royalty rate up to unjustified double-digit levels.  Dr. David based his damages on seven 

ResQNet licenses, five of which had no relation to the claimed invention.  These five re-

branding or re-bundling licenses (hereinafter, the “re-bundling licenses”) furnished finished 

software products and source code, as well as services such as training, maintenance, 

marketing, and upgrades, to other software companies in exchange for ongoing revenue-

based royalties.  These companies obtained the right to re-brand ResQNet’s products 

before resale or bundle these products into broader software suites.  While the specific 

numbers involved in these licenses are under a protective order, this court observes that 

two of them mentioned a top rate of 25%, two more a top rate of 30%, and still another a 

top rate of 40%.  Notably, none of these licenses even mentioned the patents in suit or 

showed any other discernible link to the claimed technology.  Dr. David tabulated an 

average of the royalty ranges specified in these agreements, a number substantially higher 

than 12.5%. 

The rates in the re-bundling licenses are not consistent at all with the other two 

licenses in the record.  Those two “straight” licenses arose out of litigation over the patents 

in suit.  One of them was a lump-sum payment of stock which Dr. David was unable to 

analogize to a running royalty rate.  The other was an ongoing rate averaging substantially 

less than 12.5% of revenues. 

In his own words, Dr. David recommended a rate for his hypothetical negotiation 
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“somewhere in the middle” of the re-bundling licenses and the straight rate-based license 

on the claimed technology.  Trial Tr. 34:7, May 21, 2007.  He considered a few of the other 

Georgia-Pacific factors, but dismissed them because “[f]or the most part, the other factors 

have no real impact here.”  Id. at 36:13-14.  Thus, Dr. David calculated that a mid-range of 

12.5% was the appropriate royalty rate.  The inescapable conclusion is that Dr. David used 

unrelated licenses on marketing and other services—licenses that had a rate nearly eight 

times greater than the straight license on the claimed technology in some cases—to push 

the royalty up into double figures.  The district court adopted Dr. David’s 12.5% royalty rate 

and set damages at $506,305. 

This court finds two parts of this analysis particularly troubling: first, the extremely 

high rates in the re-bundling licenses compared with the license on the claimed technology, 

and second, the unconvincing reasons that Dr. David gave for considering these re-

bundling licenses at all.  On this second point, the trial transcript indicates several instances 

where Dr. David misunderstood (or worse, misrepresented) the re-bundling licenses as 

somehow amounting to “patent plus software” licenses when, in fact, the record shows no 

use in these licenses of ResQNet’s claimed invention: 

Those [re-bundling] licenses do, of course – ResQNet does, of course, 
provide code; they don’t just provide the patent or rights to use the patent. . . 
. 
* * * * *  
I’d just like to add one more point about the straight patent license versus a 
code plus a patent license. . . . [If] you don’t want to do exactly what that 
code is written to do, with a straight patent license you can customize the 
product, whereas if you get code you’re stuck with it. . . . 
* * * * * 
For the most part, the other [Georgia-Pacific] factors have no real impact 
here.  The reason is we are comparing one license, this hypothetical 
negotiation license, to a bunch of other licenses.  In both cases ResQNet is 
licensing its patents and maybe some code as well, but in all the cases 
ResQNet is the licensor and the product is basically analogous. 
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Id. at 33:23-36:18 (emphases added).  In sum, Dr. David offers little or no evidence of a link 

between the re-bundling licenses and the claimed invention.  Yet he relies on these 

licenses to inflate his royalty recommendation.1 

Thus, the district court in this case made the same legal error that this court 

corrected in Lucent.  This trial court, like the one in Lucent, made no effort to link certain 

licenses to the infringed patent.  For his part, Dr. David did not provide any link between the 

re-bundling licenses and the first factor of the Georgia-Pacific analysis.  Without that link, 

as this court explained in Lucent: “We . . . cannot understand how the [fact finder] could 

have adequately evaluated the probative value of [the] agreements.”  580 F.3d at 1328. 

In addition to Lucent, this court’s decision in Trell v. Marlee Electronics Corp., 912 

F.2d 1443 (Fed. Cir. 1990), contains this same instructive rule.  In Trell, the patentee 

owned rights to a claim covering a “common combination lock device” that would allow a 

visitor to open a locked door by entering a special code.  Id. at 1444.  The trial court 

awarded a 6% royalty based on Trell’s prior license with a European company, Bewator.  

This court vacated even this 6% rate (far less than in this case), finding that the Bewator 

license was not commensurate to the patent in suit.  As relevant here, the Bewator 

                                            
1  Dr. David’s conclusion that ResQNet’s products are “‘based on the technology 

described in the patents in suit,’” Dis. Op. at 4 (quoting Dr. David’s expert report), is a far 
cry from a conclusion that ResQNet’s products are coextensive with the claimed invention.  
Neither this court nor the district court had any way of knowing from Dr. David’s report 
whether ResQNet’s products practice, for example, the prior art described in the patents in 
suit or the actual claimed invention.  ResQNet is only entitled to rely on licenses that cover 
the latter. 
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agreement “conveyed rights more broad in scope than those covered by Trell’s patent.”  Id. 

at 1446.  Accordingly, this court found that “[t]he district court's apparent failure to consider 

the fact that the Bewator license was exclusive and that it encompassed the right to other 

inventions compels reversal.”  Id. at 1447. 

This case presents a situation far more egregious than found in Trell.  In Trell, the 

parties did not even dispute that the European license related directly to the claim in 

question – the only quarrel was whether the Bewator license encompassed more than the 

infringed claim.  But here, as Lansa protested to the district court, ResQNet’s five re-

bundling licenses are absolutely silent on any relation to the patents in suit.  Dr. David did 

not even attempt to show that these agreements embody or use the claimed technology or 

otherwise show demand for the infringed technology.  In simple terms, the ’075 patent 

deals with a method of communicating between host computers and remote terminals—not 

training, marketing, and customer support services.  The re-bundling licenses simply have 

no place in this case. 

Dr. David’s decision to adjust his proposed rate downward to arrive at a (still 

unsubstantiated) starting point for the hypothetical negotiation resulted in a rate that was 

still more than twice the rate on the straight rate-based license that covered the claimed 

invention.  Actually, Dr. David’s downward shift from the re-bundling royalties is an 

admission that his calculations are speculative without any relation to actual market rates at 

all.  The first Georgia-Pacific factor, which Dr. David found to be controlling and which the 

district court in turn adopted, must consider licenses that are commensurate with what the 

defendant has appropriated.  If not, a prevailing plaintiff would be free to inflate the 

reasonable royalty analysis with conveniently selected licenses without an economic or 
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other link to the technology in question. 

The district court seems to have been heavily influenced by Lansa’s decision to offer 

no expert testimony to counter Dr. David’s opinion.  But it was ResQNet’s burden, not 

Lansa’s, to persuade the court with legally sufficient evidence regarding an appropriate 

reasonable royalty.  See Lucent, 580 F.3d at 1329 (“Lucent had the burden to prove that 

the licenses were sufficiently comparable to support the lump-sum damages award.”).  As a 

matter of simple procedure, Lansa had no obligation to rebut until ResQNet met its burden 

with reliable and sufficient evidence.  This court should not sustain a royalty award based 

on inapposite licenses simply because Lansa did not proffer an expert to rebut Dr. David.  

See SmithKline Diagnostics, Inc. v. Helena Labs. Corp., 926 F.2d 1161, 1168 (Fed. Cir. 

1991) (“A court is not restricted in finding a reasonable royalty to a specific figure put forth 

by one of the parties.”).  Moreover the record already contained evidence of licenses on the 

claimed technology.  Lansa was entitled to rely on that record evidence to show a royalty 

rate reasonably related to the technology in this litigation. 

This court observes as well that the most reliable license in this record arose out of 

litigation.  On other occasions, this court has acknowledged that the hypothetical 

reasonable royalty calculation occurs before litigation and that litigation itself can skew the 

results of the hypothetical negotiation.  See Hanson v. Alpine Valley Ski Area, Inc., 718 

F.2d 1075, 1078-79 (Fed. Cir. 1983) (“[S]ince the offers were made after the infringement 

had begun and litigation was threatened or probable, their terms should not be considered 

evidence of an ‘established royalty,’ since license fees negotiated in the face of a threat of 

high litigation costs may be strongly influenced by a desire to avoid full litigation.”) 

(quotations and alterations omitted).  Similarly this court has long recognized that a 
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reasonable royalty can be different than a given royalty when, for example, widespread 

infringement artificially depressed past licenses.  See, e.g., Nickson Indus., Inc. v. Rol Mfg. 

Co., 847 F.2d 795, 798 (Fed. Cir. 1988); Fromson, 853 F.2d at 1577 n.15 (“[A] court should 

not select a diminished royalty rate a patentee may have been forced to accept by the 

disrepute of his patent and the open defiance of his rights.”) (quotation marks and citation 

omitted).  And a reasonable royalty may permissibly reflect “[t]he fact that an infringer had 

to be ordered by a court to pay damages, rather than agreeing to a reasonable royalty.”  

Maxwell v. J. Baker, Inc., 86 F.3d 1098, 1109-10 (Fed. Cir. 1996); see also TWM Mfg. Co. 

v. Dura Corp., 789 F.2d 895, 900 (Fed. Cir. 1986) (“That [the patentee] might have agreed 

to a lesser royalty is of little relevance, for to look only at that question would be to pretend 

that the infringement never happened.”). 

On remand, the district court will have the opportunity to reconsider the reasonable 

royalty calculation.  At that time, the district court may also consider the panoply of “events 

and facts that occurred thereafter and that could not have been known to or predicted by 

the hypothesized negotiators.”  Fromson, 853 F.2d at 1575.  During that remand, however, 

the trial court should not rely on unrelated licenses to increase the reasonable royalty rate 

above rates more clearly linked to the economic demand for the claimed technology. 

In sum, the district court erred by considering ResQNet’s re-bundling licenses to 

significantly adjust upward the reasonable royalty without any factual findings that 

accounted for the technological and economic differences between those licenses and the 

’075 patent.  A reasonable royalty based on such speculative evidence violates the 

statutory requirement that damages under §284 be “adequate to compensate for the 

infringement.”  Thus, this court vacates the damages award and remands to the district 
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court for a recalculation of a reasonable royalty in accordance with this opinion. 

IV 

The Rule 11 Sanctions 

The district court assessed sanctions against ResQNet and its counsel, on the 

ground that they should have withdrawn both the ’608 patent and the ’127 patent at an 

early stage of suit.  The imposition of sanctions is reviewed on the standard of abuse of 

discretion.  See Cooter & Gell v. Hartmarx Corp., 496 U.S. 384, 405 (1990) (“A district court 

would necessarily abuse its discretion if it based its [Rule 11] ruling on an erroneous view of 

the law or on a clearly erroneous assessment of the evidence.”).  This court looks to 

regional circuit law for precedential guidance when reviewing a district court’s imposition of 

sanctions under Rule 11, Power Mosfet Techs., L.L.C. v. Siemens AG, 378 F.3d 1396, 

1406-07 (Fed. Cir. 2004), for local practices and standards control matters of attorney 

misconduct. 

In arguing that the sanction was improper, ResQNet states first that Lansa’s Rule 11 

motion was excessively untimely, could not have been satisfied, and should have been 

denied on that ground alone.  ResQNet also argues that the district court seriously 

misconstrued the counsel’s letter on which the sanction was based, in that the letter did not 

concede that there was not infringement of the ’127 and ’608 patents, but stated only that if 

Lansa’s representations were confirmed by discovery, of which none had yet occurred, the 

patents would be withdrawn.  ResQNet also states that it was incorrect to consider this 

settlement correspondence as a basis for sanctions, and that Lansa breached the 

conditions under which the parties had been exchanging information in attempted 

settlement. 
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The events are summarized as follows: ResQNet filed its infringement complaint in 

April 2001, stating that Lansa’s NewLook system infringed four patents: the ’608 patent, the 

’127 patent, the ’659 patent, and the ’961 patent.  Discussions ensued between the parties, 

including correspondence between counsel where Lansa stated that its product did not 

infringe any of the asserted patents, and described some of the technology.  In a reply 

dated September 24, 2001, ResQNet’s attorney stated the following as to two of the four 

patents: 

1)   With respect to the ’127 patent, it does not appear that the Lansa 
system would infringe any claim, either literally or under the doctrine 
of equivalents.  Thus, presuming we discover no contrary evidence as 
the case moves forward, [ResQNet] is prepared to remove this patent 
from the litigation. 

 
2)  With regard to the ’608 patent, your detailed letter and the 
materials we have appear to show that the Lansa system does not 
infringe the claim in the ’608 patent.  Accordingly, unless we discover 
evidence to the contrary, ResQNet is also prepared at this point to 
remove the ’608 patent from the litigation. 

 
ResQNet II, 382 F. Supp. 2d at 455. 

This correspondence occurred before any discovery had taken place.  On December 

4, 2001, ResQNet filed an Amended Complaint which continued to allege infringement of 

the four patents and added the ’075 patent, which had issued on September 25, 2001.  

Discovery began in early 2002, directed to all five patents.  After some discovery, ResQNet 

advised Lansa of its withdrawal of the ’127 and ’659 patents.  The record does not show the 

exact date, which according to various filings and rulings occurred before May 2002.  On 

June 12, 2002, the district court held a Markman hearing as to the remaining three patents. 

 On September 5, 2002, the district court issued its claim construction order.  On November 

4, 2002, the parties entered into a stipulated Consent Judgment of non-infringement of the 
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’127 patent and the ’659 patent. 

For the remaining three patents, the ’608 patent, the ’075 patent, and the ’961 

patent, the parties agreed to a Consent Judgment that in view of the claim construction 

rulings of the district court, NewLook does not infringe the claims at issue.  The district 

court entered the Consent Judgment, leading to the first appeal to this court.  On that 

appeal the Federal Circuit affirmed the claim construction as to the ’961 patent, modified 

the construction as to the ’608 and ’075 patents, and remanded for further proceedings.  

ResQNet I, 346 F.3d at 1374.  In view of the parties’ agreement and the Consent 

Judgment, the affirmance of the claim construction as to the ’961 patent removed that 

patent from the case.  Id. at 1384. 

The parties then engaged in further discovery with respect to the ’608 patent and the 

’075 patent, and various motions for summary judgment were filed.  A motion filed by Lansa 

on August 23, 2004 requested summary judgment of noninfringement of the ’608 patent.  

This motion was denied on January 13, 2005.  ResQNet II, 382 F. Supp. 2d at 444-48.  

Meanwhile, on September 3, 2004 Lansa served on ResQNet a motion for Rule 11 

sanctions, charging, among other criticisms, that ResQNet and its counsel had continued to 

litigate the ’127 and ’608 patents notwithstanding their earlier statement, in the September 

24, 2001 letter between counsel, that these patents appeared not to be infringed.  In 

accordance with Rule 11, ResQNet had 21 days to withdraw the offending complaint, which 

was the Amended Complaint filed on December 4, 2001.2  ResQNet took no action during 

                                            
2  The purpose of the 21 days is to provide a “safe harbor” against Rule 11 

motions, “in that a party will not be subject to sanctions on the basis of another party’s 
motion unless, after receiving the motion, it refuses to withdraw that position or to 
acknowledge candidly that it does not currently have evidence to support a specified 
allegation.”  Fed. R. Civ. P. 11, advisory committee’s notes (1993 Amendments). 
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the 21 day period following service of the motion, and Lansa filed the Rule 11 motion with 

the district court on September 29, 2004.  On January 13, 2005 the district court granted 

the motion for sanctions, concurrently with denying Lansa’s motion for summary judgment 

of noninfringement of the ’608 patent.  Id. at 452-57. 

In awarding the Rule 11 sanction, the court recited the correspondence between 

ResQNet and Lansa, specifically the letter quoted above, and held that in light of that letter 

ResQNet had no good faith basis on which to allege infringement of the ’127 and ’608 

patents at the time it filed the Amended Complaint in December 2001 “after having 

expressly determined that the prior belief of infringement of those patents had been 

incorrect and in the absence of any intervening developments from which a good faith basis 

to bring the claims might be inferred.”  Id. at 457. 

ResQNet points out that it had withdrawn the ’127 patent after initial discovery in the 

spring of 2002 and had so informed Lansa, and that the ’127 patent was formally dismissed 

in November 2002.  ResQNet points out that when Lansa’s Rule 11 motion was served on 

September 3, 2004, the alleged violation as to both the ’127 and the ’608 patents had 

occurred three years earlier, and the ’127 patent had been dismissed with prejudice two 

years earlier and thus could not be “remedied” within 21 days.  Courts that have discussed 

the matter have endorsed the application of time limits on Rule 11 motions. See, e.g., In re 

Pennie & Edmonds LLP, 323 F.3d 86, 89 (2d Cir. 2003) (“the ‘safe harbor’ provision 

functions as a practical time limit, and motions have been disallowed as untimely when filed 

after a point in the litigation when the lawyer sought to be sanctioned lacked an opportunity 

to correct or withdraw the challenged submission”).  The Advisory Committee’s Notes to the 

1993 amendments to the rule state that any motion alleging violation of Rule 11 “should be 
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served promptly after the inappropriate paper is filed, and, if delayed too long, may be 

viewed as untimely.”  The general practice is that the motion must be filed before the 

offending contention has been withdrawn or resolved.  See Perpetual Sec., Inc. v. Tang, 

290 F.3d 132, 142 (2d Cir. 2002). 

Lansa’s motion was untimely as to the ’127 patent, which had been withdrawn two 

years before the motion for sanctions was filed.  As to the ’608 patent, no act of bad faith 

has been shown, or proposed, in ResQNet’s not having withdrawn the ’608 patent after its 

attorney letter of September 24, 2001, which explicitly stated that its position was based on 

Lansa’s representations, which had not been the subject of any discovery.  It is significant 

that the district court declined to grant summary judgment of noninfringement, and the ’608 

patent proceeded to full trial.  Although the district court stated, in its order refusing to 

vacate the sanction, that the sanction was based on ResQNet’s continued assertion of the 

’127 and ’608 patents after the September 24, 2001 letter, and not on later events, 

ResQNet IV, 2008 WL 4376367, at *6, the district court’s denial of summary judgment of 

noninfringement reflects the belief that it was reasonable for ResQNet to have retained that 

patent for suit.  The Advisory Committee’s Notes to the 1993 amendments to Rule 11 state 

that “if a party has evidence with respect to a contention that would suffice to defeat a 

motion for summary judgment based thereon, it would have sufficient ‘evidentiary support’ 

for purposes of Rule 11.” 

ResQNet’s counsel’s letter of September 24, 2001 responded to Lansa’s description 

of its technology, as provided during settlement discussions, and stated that if Lansa’s 

position were verified upon discovery, the ’127 and ’608 patents would not be infringed.  

The ’127 patent was withdrawn after discovery, but the ’608 patent was not.  We cannot 
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share the district court’s reading of this letter as requiring immediate withdrawal of the ’127 

patent and the ’608 patent.  For the several reasons we have discussed—the untimeliness 

of the motion, the prompt withdrawal of the ’127 patent, and the recognition of litigation 

substance concerning the ’608 patent3—we conclude that the award of sanctions was an 

abuse of the court’s discretion, and is reversed. 

Each party shall bear its costs. 

AFFIRMED IN PART, REVERSED IN PART, VACATED AND REMANDED IN PART 

 
3  ResQNet’s September 24, 2001 letter was designated “FOR SETTLEMENT 

ONLY,” J.A. 625, and Lansa’s correspondence stated that the information provided could 
not be used “for any purpose other than reaching an amicable settlement,” J.A. 614 (Aug. 
21, 2001).  The district court did not mention these conditions, but recognized that 
settlement letters are exempted from discovery by Rule 408, Fed. R. Evid.  However, the 
court cited authority related to settlement correspondence that was considered for the 
purpose of impeaching an unrelated claim.  Although not necessary to our conclusion that 
the sanction awarded here was improper, we doubt the relevance of this impeachment 
authority to this case, particularly in view of the strong policy favoring settlement.  See, e.g., 
Manko v. United States, 87 F.3d 50, 54 (2d Cir. 1996) (“The primary purpose of Rule 408 is 
the ‘promotion of public policy favoring the compromise and settlement of disputes’ that 
would otherwise be discouraged with the admission of such evidence.”) (quoting Rule 408, 
advisory committee’s notes). 
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NEWMAN, Circuit Judge, concurring in part, dissenting in part. 
 

I join the court’s opinion with the exception of Part III, damages.  On the question of 

damages, my colleagues on this panel have departed from the guidance and the 

requirements of precedent, distorting the principles of this court’s decisions, including such 

recent rulings as Lucent Technologies, Inc. v. Gateway, Inc., 580 F.3d 1301 (Fed. Cir. 

2009), and i4i Limited Partnership v. Microsoft Corp., 589 F.3d 1246 (Fed. Cir. 2009).  My 



colleagues on this panel hold that it is improper to consider, for the purpose of 

understanding the value of the infringed patents, any licenses involving the technology of 

those patents bundled with additional technologies, such as software code.  Thus the court 

holds that it was legal error to take cognizance of most of the existing licenses introduced at 

trial.  The reasoned consideration by the district court is ignored, and the evidence is 

misconstrued.  This is not a case of constructing, and applying, a royalty rate from totally 

unrelated content; it is simply a case of determining the evidentiary value of the infringed 

subject matter by looking at the various licenses involving that subject matter, and 

allocating their proportional value, with the assistance of undisputed expert testimony.  

From my colleagues’ misperception of this process, I respectfully dissent from Part III of the 

court’s opinion. 

I 

In the district court, ResQNet’s damages expert Dr. David, a qualified economist with 

experience in the field, followed the traditional application of the Georgia-Pacific factors, 

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

1970), analyzing the impact of all of these factors in an extensive Expert Report and in 

testimony at trial.  He was subject to examination and cross-examination in the district 

court, and the district court provided a full and reasoned analysis of the evidence.  No flaw 

in this reasoning has been assigned by my colleagues, who, instead, create a new rule 

whereby no licenses involving the patented technology can be considered, in determining 

the value of the infringement, if the patents themselves are not directly licensed or if the 

licenses include subject matter in addition to that which was infringed by the defendant 

here.  In this case, the added subject matter was usually the software code that implements 
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the patented method, as the district court recognized, and whose contribution to the value 

of the license was evaluated by the damages expert and discussed by the court.  My 

colleagues’ ruling today that none of that information is relevant to the assessment of 

damages is unprecedented, and incorrect. 

The evidence at trial fully explored the licenses granted by ResQNet for its 

technology.  Dr. David’s Expert Report addressed all seven of these license agreements, 

explaining what they cover and how they relate to the infringement herein.  Two of the 

licenses had been entered in the settlement of litigation, and the others included not only 

the patented technology but some additional subject matter, generally the software code for 

use with the patented system.  These are the “bundled” licenses that my colleagues 

exclude in their entirety, apparently equating them with discredited verdicts in unrelated 

cases on different facts, that were based upon a royalty base that included the value of 

unpatented and unrelated subject matter.  That is not here the case.  To the contrary, the 

district court here recognized the differences between these licenses and the analysis at 

hand, and took those differences into account. 

The district court also took into account the licensing practices and royalty rates in 

this industry, in determining a fair royalty for the specific infringement by Lansa.  Dr. David 

explained that the 12.5% royalty was in the conventional range of one fourth to one third of 

the licensee’s profit from use of the patented technology.  He explained that this rate was 

significantly lower than the royalties in the bundled licenses, and higher than the royalty in 

one of the litigation settlements.  All of these agreements were analyzed at trial, and their 

application explained, as the district court applied the principles of the hypothetical 

negotiation.  The district court, discussing the expert’s Report and testimony, stated: 
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None of the licenses considered by Dr. David is a perfect 
approximation of the hypothetical license between ResQNet and Lansa.  The 
licensing agreements ResQNet reached with IBM, Hummingbird, Crystal 
Point, ICOM, and Ericom between 1998 and 2002 each involved licensing of 
ResQNet’s software or code, and each involved rates higher (some 
substantially so) than 12.5%.  ResQNet’s only two straight patent licenses, 
one of which was lower than 12.5%, were granted in the shadow of litigation, 
and without the assured validity of the ’075 Patent.  Dr. David’s conclusion 
that the reasonable rate lies between these two categories’ averages (and 
closer to the lower one) is well-reasoned and supported in the record.  In fact, 
by omitting the upfront payments present in the majority of ResQNet 
licenses, Dr. David’s methodology is actually biased in favor of lowering the 
estimated reasonable royalty. 

 
ResQNet.com, Inc. v. Lansa, Inc., 533 F. Supp. 2d 397, 417-18 (S.D.N.Y.2008) (citations 

omitted).  My colleagues on this panel assign no error to this solid reasoning; they simply 

ignore it, stating that “[t]he re-bundling licenses simply have no place in this case.”  Maj. 

Op. at 18.  Neither Lucent nor any other precedent dictates such a blanket exclusion of 

relevant evidence.  The correct approach is that which was followed by the district court. 

In testimony, Dr. David explained the higher rates for the bundled licenses, and 

explained why these rates should not be applied to Lansa’s infringement.  However, he did 

not ignore these licenses, instead explaining why all of the licenses are properly 

considered: 

ResQNet does, of course, provide code; they don’t just provide the patent or 
rights to use the patent.  And so clearly there should be a recognition that 
you’re getting more for your money there in a rebranding or bundling 
arrangement than you are in a straight patent license. 

On the other hand, the two straight patent licenses that we do have 
were reached in the course of litigation when the patents were clearly being 
challenged. So the right number ought to be somewhere in the middle. 

 
JA2264-65.  In his Expert Report, Dr. David tied the bundling licenses to the patented 

technology.  He explained that “ResQNet’s products are known as ‘terminal emulation’ 

software and are based on the technology described in the patents in suit.”  The report also 
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states that the bundling licenses are directed to ResQNet’s software products, as well as 

code for the terminal emulation technology.  This evidence was unrebutted.  My colleagues 

now hold that no attention at all can be given to the bundled licenses, or the relation of their 

content to the patented technology, for my colleagues conclude without explanation that the 

licenses have “no relation to the claimed invention.”  Maj. Op. at 15.  My colleagues hold 

that it is reversible error, as a matter of law, to have considered these licenses at all.  In the 

heavily fact-driven obligation of the district court with respect to assessment of damages, 

this is clearly incorrect.  Further, Lansa did not dispute the evidence and testimony provided 

by ResQNet.1 

The district court discussed all seven existing licenses.  Two of these agreements 

were in settlement of litigation.  One of these settlement licenses, between ResQNet and 

Seagull Software Systems, Inc., included a lump sum amount and equity participation.   

The panel majority holds that the rates in the bundling licenses are “not consistent at all” 

with the Seagull license.  Maj. Op. at 15.  This is speculation, for ResQNet’s damages 

expert was not able to analogize the lump sum amount to a royalty rate due to the absence 

of additional financial information pertinent to the value of the settlement transaction.  

Indeed, this court observed in Lucent, 580 F.3d at 1330, that “fundamental differences exist 

between lump-sum agreements and running-royalty agreements” – not for the purpose of 

excluding such evidence, but to point out that such differences must be recognized.  The 

Seagull license is relevant, for the lump sum amount therein is substantially greater than 

                                            
1  Lansa apparently argued to the district court that an “IBM bundled software” 

agreement was relevant, but, as the district court found, Lansa “has not cited any part of 
the record to support its contention that that license is analogous, or even that [its licensing 
rate] was in fact one to three percent.”  ResQNet.com, 533 F. Supp. 2d at 417.  Lansa has 
not raised this agreement or any other evidence on this appeal. 
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the amount that was here awarded to ResQNet. 

The other settlement license was in settlement of infringement litigation against 

Zephyr Development Corporation.  The existence of this license and its lower rate2 was a 

major factor in the district court’s determination that a hypothetical negotiation would 

produce a royalty significantly lower than the 24% average of ResQNet’s other licenses.  

The court also was influenced by Lansa’s profit margin in its sale of the infringing products, 

which supported the traditional rate of one fourth to one third of profits.  In considering the 

settlement licenses, the district court commented that the settlement of ongoing litigation 

can involve considerations quite different from the “hypothetical negotiation,” which is 

conducted on the premise that the patent is valid and would be infringed.  Thus the district 

court selected a royalty higher than that in the litigation settlement, although much lower 

than for any of the licenses that included the software code. 

My colleagues, in setting strict barriers as to what evidence can be considered, leave 

the damages analysis without access to relevant information.  However, it is not necessary 

that the identical situation existed in past transactions, for the trier of fact to determine the 

value of the injury.  Story Parchment Co. v. Paterson Parchment Paper Co., 282 U.S. 555, 

563 (1931) (“it will be enough if the evidence show the extent of the damages as a matter 

of just and reasonable inference, although the result be only approximate”); State 

Industries, Inc. v. Mor-Flo Industries, Inc., 883 F.2d 1573, 1576-77 (Fed. Cir. 1989) 

(“Deciding how much to award as damages is not an exact science, and the methodology 

of assessing and computing damages is committed to the sound discretion of the district 

court.”). 

                                            
2  The actual rate for this license is subject to a protective order. 
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Lansa offered no evidence, no testimony, no witness.  The role of the trial is to 

provide evidence for the trier of fact to consider, weigh, and credit as appropriate.  Paper 

Converting Mach. Co. v. Magna-Graphics Corp., 745 F.2d 11, 22 (Fed. Cir. 1984) 

(“Determining the weight and credibility of the evidence . . . is the special province of the 

trier of fact.”) (internal quotations omitted).  The district court’s endorsement of a royalty of 

12.5% was explained as based on the adjudication of validity and infringement, and as a 

balance of the royalties actually paid for licenses to this technology with software code and 

the royalties in the litigation settlement, with due consideration to Lansa’s profits on the 

infringing products.  This damages assessment is not analogous to that criticized in Lucent, 

where the damages award was based on the entire market value of a system in which the 

infringing component was but a small part.  Here, in contrast, the patented technology was 

a large part of the “bundled” licenses, and these licenses were fairly considered for their 

content and value. 

In addition, my colleagues diverge from the principles of the “hypothetical 

negotiation,” for the theory of such “negotiation” as a tool in assessing patent damages is 

that the patent is valid and that a license is needed to avoid infringement.  Such a 

hypothetical negotiation takes into account the profit of the licensee for use of the licensed 

patent.  Lansa testified, through its chief financial officer, that the infringing technology was 

resold by Lansa at specified profit margins.3  There was evidence that in this field of 

commerce the customary royalty is one fourth to one third of the licensee’s profit on the 

licensed subject matter.  See, e.g., i4i Limited Partnership, 589 F.3d at 1268 (referring to 

“the 25-percent rule . . . which assumes the inventor will keep 25% of the profits from any 

                                            
3  Lansa’s specific profit margins are subject to a protective order. 
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infringing sales”).  That evidence conforms with the rate of 12.5% awarded by the district 

court. 

The panel majority thus appears to exclude all evidence except for the royalty in the 

settlement agreement between ResQNet and Zephyr Development Corporation.  The 

district court observed that licenses entered during litigation are not necessarily comparable 

to licenses negotiated between a willing licensor and licensee before infringement has 

begun.  The court is not required to pretend that the litigation context was absent, with its 

burdens, costs, and uncertainties.  The case that originated the “hypothetical negotiation” 

itself cautioned that when a “reasonable royalty” is the basis for damages, it is not “the 

normal, routine royalty non-infringers might have paid.”  Panduit Corp. v. Stahlin Bros. Fibre 

Works, 575 F.2d 1152, 1158 (6th Cir. 1978).  The courts thus implemented the statutory 

prescription that patent damages shall be “in no event less than” a reasonable royalty.  35 

U.S.C. §284.  It is the minimum, not the maximum.  Bandag, Inc. v. Gerrard Tire Co., 704 

F.2d 1578, 1583 (Fed. Cir. 1983) (a reasonable royalty is “merely the floor below which 

damages shall not fall”). 

The district court observed that in litigation the patent is already at risk.  The 

unpredictability of patent litigation remains notorious.  In addition, particular litigation 

settlements may be based on unique considerations.  Lansa itself argues that the royalties 

of litigation-induced licenses should not be considered, citing Hanson v. Alpine Valley Ski 

Area, Inc., 718 F.2d 1075, 1078-79 (Fed. Cir. 1983) (“since the offers were made after the 

infringement had begun and litigation was threatened or probable, their terms should not be 

considered evidence of an established royalty, since license fees negotiated in the face of a 

threat of high litigation costs may be strongly influenced by a desire to avoid full litigation”).  
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Lansa itself argues that “negotiations performed in the context of litigation are not reliable 

as a basis for determining a reasonable royalty,” Corrected Brief in Opposition, at 42, 

contrary to the position of my colleagues herein. 

In contrast to precedent, the panel majority moves the Zephyr agreement to the 

forefront of the analysis, assuring the infringer, after losing in litigation, of no worse penalty 

than the lowest royalty previously accepted in settlement.  As stated in TWM Manufacturing 

Co. v. Dura Corp., 789 F.2d 895, 900 (Fed. Cir. 1986), such a rule would “make an election 

to infringe a handy means for competitors to impose a ‘compulsory license’ policy upon 

every patent owner.”  It is also contrary to the protocol of the hypothetical negotiation, 

which is designed for use when there is no established royalty.  See, e.g., Grain Processing 

Corp. v. American Maize-Products Co., 185 F.3d 1341, 1353 n.5 (Fed. Cir. 1999) (“The 

court candidly stated that the 3% rate is its ‘best estimate,’ an honest observation that 

would apply to most reasonable royalty analyses, given the difficulty of determining a 

hypothetical agreement between parties which did not actually agree on anything at all.”). 

The panel majority states that Lucent requires its ruling.  Lucent held that the 

damages award should relate to the value of the patented technology, not to the entire 

market value of a system of which the patented technology is a demonstrably small part.   

In Lucent the damages award was “roughly three to four times the average amount in the 

lump-sum agreements in evidence,” id. at 1332, grossly unlike the present situation, where 

the royalty rate is less than the average of all the agreements, related to the patented 

technology.  This case is in marked contrast to the situation in Lucent, where the court 

stated: “This is not an instance in which the jury chose a damages award somewhere 

between maximum and minimum lump-sum amounts advocated by opposing parties.”  580 
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F.3d at 1332.  In contrast, the damages award herein was indeed somewhere between the 

highest and lowest rates of these licenses. 

This court in Lucent also made clear that “we do not conclude that the 

aforementioned license agreements (or other evidence) cannot, as a matter of law, support 

the damages award in this case.”  580 F.3d at 1335.  Today’s revision of the principles of 

Lucent is not tenable.  Indeed, the court in Lucent recognized that “any reasonable royalty 

analysis ‘necessarily involves an element of approximation and uncertainty.’”  Id. at 1325 

(quoting Unisplay, S.A. v. American Elec. Sign Co., 69 F.3d 512, 517 (Fed. Cir. 1995)). 

In the thorough analysis of valuation factors that was presented in this case, all of 

the Georgia-Pacific factors were explained at trial.  My colleagues misdescribe this 

testimony by stating that Dr. David considered only “a few” of those factors, Maj. Op. at 16, 

for he discussed all fifteen factors.  He explained that two of these factors have an “upward 

influence” on the royalty rate as applied to this particular case, one has a “downward 

influence,” and the remaining factors are neutral.  He explained that in this case the first 

factor was most useful, for it relates to other licenses granted by the patentee for the same 

technology. 

On my colleagues’ conclusion that most of the licenses granted by the patentee 

should not be considered at all, this court then should at least consider the other factors, for 

all were explored at trial, and all were applied to the extent they were relevant.  For 

example, the second factor states that consideration may be given to royalties paid by the 

licensee to others.  Dr. David described Lansa’s royalty payments to Looksoftware on 

revenues of the Newlook product, as well as Lansa’s royalty payments to a company called 

Momentum on another software product.  These rates were all significantly higher than the 
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12.5% that the district court assessed.  My colleagues do not mention this evidence, 

although it is powerful support for the district court’s ruling. 

The fourth Georgia-Pacific factor, concerning the licensor’s policies and practices 

regarding the grant of licenses to its technology, was also discussed in the district court, for 

it also weighed on the side of a higher royalty rate.  Dr. David explained in his Report that, 

“except to settle ongoing litigation, ResQNet has not provided straight licenses to its 

patents.  Rather, the company has chosen to license the code for its software products or 

negotiate distributor agreements for the products themselves . . . .”  Dr. David also 

discussed the Georgia-Pacific factor that accounts for portions of the profit that should be 

credited to features separate from the patented invention; he stated that, “I assume that 

ResQNet’s straight licenses for the patents in suit would have a greater influence on the 

negotiated royalty rate than the other agreements . . . .  Consequently, I conclude that this 

factor would tend to decrease the negotiated royalty payment below its initial level.” 

Also relevant is Dr. David’s consideration of the twelfth Georgia-Pacific factor, 

directed to the customary profit for use of the invention or analogous inventions.  Dr. David 

testified as to the evidence of Lansa’s profits on the infringing Newlook software and 

discussed the oft-utilized “25% rule” for damages.  He explained that the 12.5% royalty rate 

met this factor.  The other Georgia-Pacific factors were determined by Dr. David to have a 

neutral effect.  The majority ignores the thoroughness of this analysis, and assigns neither 

flaw nor error to its conclusions. 

In sum, the district court presented a thorough opinion in which the court explained 

its selection of the 12.5% rate, while acknowledging that “[t]he determination of the 

outcome of a hypothetical negotiation is by its very nature an imprecise art.”  ResQNet, 533 

2008-1365,-1366, 2009-1030 11



F. Supp. 2d at 417.  I repeat that Lansa presented no testimony and proffered no evidence. 

Although Lansa waived the position on which my colleagues rely, this court fills the gap.  

For example, my colleagues do not discuss the district court’s reasoning, but state that they 

find “particularly troubling” that some of the licenses in evidence had “extremely high rates 

[when] compared with the [litigation-induced] license on the claimed technology.”  Maj. Op. 

at 16.  The district court fully considered this aspect, and factored it into a competent 

overall analysis in which no flaw has been shown.  The court’s conclusion warrants 

affirmance. 

II 

My colleagues do not discuss the separate award by the district court of an ongoing, 

“compulsory license” to Lansa, at the same rate of 12.5%.  ResQNet did not appeal this 

aspect of the final judgment.  Issues with respect to future infringing activity are quite 

different from those where the infringement occurred in the past.  Compulsory future 

licenses are rare, particularly when the patentee is itself practicing the invention and would 

thus be judicially placed in market competition with a licensee it did not seek.  My 

colleagues do not state whether the 12.5% rate may continue to apply to future activity or 

whether an injunction would now be available.  In Paice LLC v. Toyota Motor Corp., 504 

F.3d 1293, 1315 (Fed. Cir. 2007), this court remanded “for the limited purpose of having the 

district court reevaluate the ongoing royalty rate.”  This court also stated: 

In most cases, where the district court determines that a permanent 
injunction is not warranted, the district court may wish to allow the parties to 
negotiate a license amongst themselves regarding future use of a patented 
invention before imposing an ongoing royalty.  Should the parties fail to come 
to an agreement, the district court could step in to assess a reasonable 
royalty in light of the ongoing infringement. 

Id. at 1314-15. 

2008-1365,-1366, 2009-1030 12
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CONCLUSION 

This court today holds that only the royalty in the settlement agreement can be 

considered in the hypothetical license negotiation.  This ruling, excluding all of the other 

considerations relevant to determining damages for a patent that has been held valid and 

infringed, is contrary to all precedent.  I respectfully dissent. 
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Syllabus 

NOTE: Where it is feasible, a syllabus (headnote) will be released, as is
being done in connection with this case, at the time the opinion is issued.
The syllabus constitutes no part of the opinion of the Court but has been
prepared by the Reporter of Decisions for the convenience of the reader. 
See United States v. Detroit Timber & Lumber Co., 200 U. S. 321, 337. 

SUPREME COURT OF THE UNITED STATES 

Syllabus 

SAS INSTITUTE INC. v. IANCU, DIRECTOR, UNITED 
STATES PATENT AND TRADEMARK OFFICE, ET AL. 

CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR 
THE FEDERAL CIRCUIT 

No. 16–969. Argued November 27, 2017—Decided April 24, 2018 

Inter partes review allows private parties to challenge previously is-
sued patent claims in an adversarial process before the Patent Office.
At the outset, a party must file a petition to institute review, 35 
U. S. C. §311(a), that identifies the challenged claims and the 
grounds for challenge with particularity, §312(a)(3).  The patent own-
er, in turn, may file a response.  §313. If the Director of the Patent 
Office determines “there is a reasonable likelihood that the petitioner
would prevail with respect to at least 1 of the claims challenged in 
the petition,” §314(a), he decides “whether to institute . . . review . . . 
pursuant to [the] petition,” §314(b).  “If . . . review is instituted and 
not dismissed,” at the end of the litigation the Patent Trial and Ap-
peal Board “shall issue a final written decision with respect to the pa-
tentability of any patent claim challenged by the petitioner.”  §318(a).

Petitioner SAS sought review of respondent ComplementSoft’s 
software patent, alleging that all 16 of the patent’s claims were un-
patentable.  Relying on a Patent Office regulation recognizing a pow-
er of “partial institution,” 37 CFR §42.108(a), the Director instituted
review on some of the claims and denied review on the rest.  The 
Board’s final decision addressed only the claims on which the Direc-
tor had instituted review.  On appeal, the Federal Circuit rejected 
SAS’s argument that §318(a) required the Board to decide the pa-
tentability of every claim challenged in the petition. 

Held: When the Patent Office institutes an inter partes review, it must
decide the patentability of all of the claims the petitioner has chal-
lenged.  The plain text of §318(a) resolves this case.  Its directive is 
both mandatory and comprehensive.  The word “shall” generally im-
poses a nondiscretionary duty, and the word “any” ordinarily implies 
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every member of a group.  Thus, §318(a) means that the Board must 
address every claim the petitioner has challenged. The Director’s 
“partial institution” power appears nowhere in the statutory text. 
And both text and context strongly counsel against inferring such a 
power.

The statute envisions an inter partes review guided by the initial
petition.  See §312(a)(3).  Congress structured the process such that
the petitioner, not the Director, defines the proceeding’s contours. 
The ex parte reexamination statute shows that Congress knew exact-
ly how to authorize the Director to investigate patentability questions
“[o]n his own initiative, and at any time,” §303(a).  The inter partes
review statute indicates that the Director’s decision “whether” to in-
stitute review “pursuant to [the] petition” is a yes-or-no choice. 
§314(b). 

Section 314(a)’s requirement that the Director find “a reasonable
likelihood” that the petitioner will prevail on “at least 1 of the claims
challenged in the petition” suggests, if anything, a regime where a
reasonable prospect of success on a single claim justifies review of 
them all.  Again, if Congress had wanted to adopt the Director’s 
claim-by-claim approach, it knew how to do so.  See §304.  Nor does it 
follow that, because §314(a) invests the Director with discretion on
the question whether to institute review, it also invests him with dis-
cretion regarding what claims that review will encompass.  The rest 
of the statute confirms, too, that the petitioner’s petition, not the Di-
rector’s discretion, should guide the life of the litigation.  See, e.g., 
§316(a)(8).

The Director suggests that a textual discrepancy between §314(a)—
which addresses whether to institute review based on claims found 
“in the petition”—and §318(a)—which addresses the Board’s final
resolution of the claims challenged “by the petitioner”—means that
the Director enjoys the power to institute a review covering fewer 
than all of the claims challenged in the petition.  However, the stat-
ute’s winnowing mechanism—which allows a patent owner to con-
cede one part of a petitioner’s challenge and “[c]ancel any challenged 
patent claim,” §316(d)(1)(A)—fully explains why Congress adopted
the slightly different language. 

The Director’s policy argument—that partial institution is efficient 
because it permits the Board to focus on the most promising chal-
lenges and avoid spending time and resources on others—is properly
addressed to Congress, not this Court.  And the Director’s asserted 
“partial institution” power, which is wholly unmentioned in the stat-
ute, is not entitled to deference under Chevron U. S. A. Inc. v. Natu-
ral Resources Defense Council, Inc., 467 U. S. 837.  Finally, notwith-
standing §314(d)—which makes the Director’s determination 
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whether to institute an inter partes review “final and nonappeala-
ble”—judicial review remains available consistent with the Adminis-
trative Procedure Act to ensure that the Patent Office does not ex-
ceed its statutory bounds. Cuozzo Speed Technologies, LLC v. Lee, 
579 U. S. ___, distinguished. Pp. 4–14. 

825 F. 3d 1341, reversed and remanded. 

GORSUCH, J., delivered the opinion of the Court, in which ROBERTS, 
C. J., and KENNEDY, THOMAS, and ALITO, JJ., joined. GINSBURG, J., filed 
a dissenting opinion, in which BREYER, SOTOMAYOR, and KAGAN, JJ., 
joined. BREYER, J., filed a dissenting opinion, in which GINSBURG and 
SOTOMAYOR, JJ., joined, and in which KAGAN, J., joined except as to 
Part III–A. 
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NOTICE: This opinion is subject to formal revision before publication in the
preliminary print of the United States Reports. Readers are requested to
notify the Reporter of Decisions, Supreme Court of the United States, Wash-
ington, D. C. 20543, of any typographical or other formal errors, in order
that corrections may be made before the preliminary print goes to press. 

SUPREME COURT OF THE UNITED STATES 

No. 16–969 

SAS INSTITUTE INC., PETITIONER v. ANDREI IANCU,
 
AS DIRECTOR, UNITED STATES PATENT
 

AND TRADEMARK OFFICE, ET AL. 


ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 

APPEALS FOR THE FEDERAL CIRCUIT
 

[April 24, 2018]


 JUSTICE GORSUCH delivered the opinion of the Court. 
A few years ago Congress created “inter partes review.”

The new procedure allows private parties to challenge
previously issued patent claims in an adversarial process
before the Patent Office that mimics civil litigation.  Re-
cently, the Court upheld the inter partes review statute
against a constitutional challenge.  Oil States Energy 
Services, LLC v. Greene’s Energy Group, LLC, ante, p. ___.
Now we take up a question concerning the statute’s opera-
tion. When the Patent Office initiates an inter partes 
review, must it resolve all of the claims in the case, or may 
it choose to limit its review to only some of them?  The 
statute, we find, supplies a clear answer: the Patent Office 
must “issue a final written decision with respect to the 
patentability of any patent claim challenged by the peti-
tioner.” 35 U. S. C. §318(a) (emphasis added).  In this 
context, as in so many others, “any” means “every.”  The 
agency cannot curate the claims at issue but must decide 
them all. 

“To promote the Progress of Science and useful Arts,” 
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Congress long ago created a patent system granting inven-
tors rights over the manufacture, sale, and use of their 
inventions.  U. S. Const., Art. I, §8, cl. 8; see 35 U. S. C. 
§154(a)(1). To win a patent, an applicant must (among 
other things) file “claims” that describe the invention and 
establish to the satisfaction of the Patent Office the inven-
tion’s novelty and nonobviousness.  See §§102, 103, 112(b), 
131; Cuozzo Speed Technologies, LLC v. Lee, 579 U. S. ___, 
___–___ (2016) (slip op., at 2–3). 

Sometimes, though, bad patents slip through. Maybe
the invention wasn’t novel, or maybe it was obvious all 
along, and the patent owner shouldn’t enjoy the special 
privileges it has received.  To remedy these sorts of prob-
lems, Congress has long permitted parties to challenge the 
validity of patent claims in federal court.  See §§282(b)(2)– 
(3). More recently, Congress has supplemented litigation
with various administrative remedies.  The first of these 
was ex parte reexamination.  Anyone, including the Direc-
tor of the Patent Office, can seek ex parte reexamination 
of a patent claim.  §§302, 303(a).  Once instituted, though,
an ex parte reexamination follows essentially the same
inquisitorial process between patent owner and examiner 
as the initial Patent Office examination. §305. Later, 
Congress supplemented ex parte reexamination with inter 
partes reexamination. Inter partes reexamination (since 
repealed) provided a slightly more adversarial process,
allowing a third party challenger to submit comments
throughout the proceeding.  §314(b)(2) (2006 ed.) (re-
pealed). But otherwise it too followed a more or less in-
quisitorial course led by the Patent Office.  §314(a). Ap-
parently unsatisfied with this approach, in 2011 Congress
repealed inter partes reexamination and replaced it with
inter partes review. See 35 U. S. C. §§311–319 (2012 ed.). 

The new inter partes review regime looks a good deal 
more like civil litigation.  At its outset, a party must file “a
petition to institute an inter partes review of [a] patent.” 
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§311(a). The petition “may request to cancel as unpatent-
able 1 or more claims of [the] patent” on the ground that 
the claims are obvious or not novel.  §311(b); see §§102 
and 103. In doing so, the petition must identify “each
claim challenged,” the grounds for the challenge, and the 
evidence supporting the challenge.  §312(a)(3). The patent 
owner, in turn, may respond with “a preliminary response 
to the petition” explaining “why no inter partes review 
should be instituted.”  §313. With the parties’ submissions
before him, the Director then decides “whether to institute 
an inter partes review . . . pursuant to [the] petition.”
§314(b). (In practice, the agency’s Patent Trial and Appeal
Board exercises this authority on behalf of the Director,
see 37 CFR §42.4(a) (2017).)  Before instituting review, the 
Director must determine, based on the parties’ papers, 
“that there is a reasonable likelihood that the petitioner 
would prevail with respect to at least 1 of the claims chal-
lenged in the petition.” 35 U. S. C. §314(a). 

Once the Director institutes an inter partes review, the
matter proceeds before the Board with many of the usual 
trappings of litigation.  The parties conduct discovery and 
join issue in briefing and at an oral hearing.  §§316(a)(5), 
(6), (8), (10), (13).  During the course of the case, the pa-
tent owner may seek to amend its patent or to cancel one
or more of its claims. §316(d). The parties may also settle 
their differences and seek to end the review. §317. But 
“[i]f an inter partes review is instituted and not dis-
missed,” at the end of the litigation the Board “shall issue 
a final written decision with respect to the patentability of
any patent claim challenged by the petitioner.”  §318(a).

Our case arose when SAS sought an inter partes review
of ComplementSoft’s software patent.  In its petition, SAS
alleged that all 16 of the patent’s claims were unpatent-
able for various reasons.  The Director (in truth the Board 
acting on the Director’s behalf) concluded that SAS was
likely to succeed with respect to at least one of the claims 



  
  

 

 

 
 

 

 
 

  

 

   
  

 

 

 
 
 

4 SAS INSTITUTE INC. v. IANCU 

Opinion of the Court 

and that an inter partes review was therefore warranted. 
But instead of instituting review on all of the claims chal-
lenged in the petition, the Director instituted review on 
only some (claims 1 and 3–10) and denied review on the 
rest. The Director did all this on the strength of a Patent
Office regulation that purported to recognize a power of
“partial institution,” claiming that “[w]hen instituting 
inter partes review, the [Director] may authorize the re-
view to proceed on all or some of the challenged claims and 
on all or some or the grounds of unpatentability asserted
for each claim.”  37 CFR §42.108(a).  At the end of litiga-
tion, the Board issued a final written decision finding 
claims 1, 3, and 5–10 to be unpatentable while upholding 
claim 4. But the Board’s decision did not address the 
remaining claims on which the Director had refused
review. 

That last fact led SAS to seek review in the Federal 
Circuit. There SAS argued that 35 U. S. C. §318(a) re-
quired the Board to decide the patentability of every claim 
SAS challenged in its petition, not just some.  For its part,
the Federal Circuit rejected SAS’s argument over a vigor-
ous dissent by Judge Newman. SAS Institute, Inc. v. 
ComplementSoft, LLC, 825 F. 3d 1341 (2016).  We granted 
certiorari to decide the question ourselves.  581 U. S. ___ 
(2017).

We find that the plain text of §318(a) supplies a ready 
answer. It directs that “[i]f an inter partes review is insti-
tuted and not dismissed under this chapter, the [Board] 
shall issue a final written decision with respect to the 
patentability of any patent claim challenged by the peti-
tioner . . . .”  §318(a) (emphasis added). This directive is 
both mandatory and comprehensive.  The word “shall” 
generally imposes a nondiscretionary duty. See Lexecon 
Inc. v. Milberg Weiss Bershad Hynes & Lerach, 523 U. S. 
26, 35 (1998). And the word “any” naturally carries “an
expansive meaning.” United States v. Gonzales, 520 U. S. 



  
 

 

 
 

 

 

 
 

 
 

 
 

  

  

 

5 Cite as: 584 U. S. ____ (2018) 

Opinion of the Court 

1, 5 (1997). When used (as here) with a “singular noun in
affirmative contexts,” the word “any” ordinarily “refer[s] to
a member of a particular group or class without distinc-
tion or limitation” and in this way “impl[ies] every member 
of the class or group.”  Oxford English Dictionary (3d ed.,
Mar. 2016), www.oed.com/view/Entry/8973 (OED) (empha-
sis added) (all Internet materials as last visited Apr. 20, 
2018). So when §318(a) says the Board’s final written
decision “shall” resolve the patentability of “any patent 
claim challenged by the petitioner,” it means the Board 
must address every claim the petitioner has challenged.

That would seem to make this an easy case. Where a 
statute’s language carries a plain meaning, the duty of an
administrative agency is to follow its commands as writ-
ten, not to supplant those commands with others it may
prefer. Social Security Bd. v. Nierotko, 327 U. S. 358, 369 
(1946). Because SAS challenged all 16 claims of Comple-
mentSoft’s patent, the Board in its final written decision 
had to address the patentability of all 16 claims.  Much as 
in the civil litigation system it mimics, in an inter partes
review the petitioner is master of its complaint and nor-
mally entitled to judgment on all of the claims it raises, 
not just those the decisionmaker might wish to address. 

The Director replies that things are not quite as simple
as they seem. Maybe the Board has to decide every claim 
challenged by the petitioner in an inter partes review.
But, he says, that doesn’t mean every challenged claim 
gains admission to the review process.  In the Director’s 
view, he retains discretion to decide which claims make it 
into an inter partes review and which don’t.  The trouble 
is, nothing in the statute says anything like that. The 
Director’s claimed “partial institution” power appears 
nowhere in the text of §318, or anywhere else in the stat-
ute for that matter.  And what can be found in the statutory 
text and context strongly counsels against the Director’s
view. 

www.oed.com/view/Entry/8973
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Start where the statute does.  In its very first provision, 
the statute says that a party may seek inter partes review 
by filing “a petition to institute an inter partes review.” 
§311(a). This language doesn’t authorize the Director to 
start proceedings on his own initiative.  Nor does it con-
template a petition that asks the Director to initiate what-
ever kind of inter partes review he might choose.  Instead, 
the statute envisions that a petitioner will seek an inter 
partes review of a particular kind—one guided by a peti-
tion describing “each claim challenged” and “the grounds
on which the challenge to each claim is based.”  §312(a)(3).
From the outset, we see that Congress chose to structure a 
process in which it’s the petitioner, not the Director, who 
gets to define the contours of the proceeding.  And “[ j]ust
as Congress’ choice of words is presumed to be deliberate” 
and deserving of judicial respect, “so too are its structural 
choices.” University of Tex. Southwestern Medical Center 
v. Nassar, 570 U. S. 338, 353 (2013). 

It’s telling, too, to compare this structure with what
came before. In the ex parte reexamination statute, Con-
gress embraced an inquisitorial approach, authorizing the 
Director to investigate a question of patentability “[o]n his
own initiative, and at any time.”  §303(a). If Congress had 
wanted to give the Director similar authority over the 
institution of inter partes review, it knew exactly how to
do so—it could have simply borrowed from the statute
next door.  But rather than create (another) agency-led, 
inquisitorial process for reconsidering patents, Congress
opted for a party-directed, adversarial process.  Congress’s
choice to depart from the model of a closely related statute
is a choice neither we nor the agency may disregard.  See 
Nassar, supra, at 353–354. 

More confirmation comes as we move to the point of 
institution. Here the statute says the Director must de-
cide “whether to institute an inter partes review . . . pur-
suant to a petition.” §314(b). The Director, we see, is 
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given only the choice “whether” to institute an inter partes 
review. That language indicates a binary choice—either 
institute review or don’t. And by using the term “pursu-
ant to,” Congress told the Director what he must say yes 
or no to: an inter partes review that proceeds “[i]n accord-
ance with” or “in conformance to” the petition.  OED, 
www.oed.com/view/Entry/155073.  Nothing suggests the
Director enjoys a license to depart from the petition and 
institute a different inter partes review of his own design. 

To this the Director replies by pointing to another part
of §314. Section 314(a) provides that the Director may not
authorize an inter partes review unless he determines
“there is a reasonable likelihood” the petitioner will pre-
vail on “at least 1 of the claims challenged in the petition.” 
The Director argues that this language requires him to
“evaluate claims individually” and so must allow him to
institute review on a claim-by-claim basis as well. Brief 
for Federal Respondent 28. But this language, if any-
thing, suggests just the opposite.  Section 314(a) does not 
require the Director to evaluate every claim individually.
Instead, it simply requires him to decide whether the
petitioner is likely to succeed on “at least 1” claim.  Once 
that single claim threshold is satisfied, it doesn’t matter
whether the petitioner is likely to prevail on any additional 
claims; the Director need not even consider any other 
claim before instituting review. Rather than contemplate 
claim-by-claim institution, then, the language anticipates 
a regime where a reasonable prospect of success on a 
single claim justifies review of all.

Here again we know that if Congress wanted to adopt 
the Director’s approach it knew exactly how to do so.  The 
ex parte reexamination statute allows the Director to
assess whether a request raises “a substantial new ques-
tion of patentability affecting any claim” and (if so) to 
institute reexamination limited to “resolution of the ques-
tion.” §304 (emphasis added).  In other words, that stat-

www.oed.com/view/Entry/155073
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ute allows the Director to institute proceedings on a claim-
by-claim and ground-by-ground basis. But Congress didn’t 
choose to pursue that known and readily available ap-
proach here.  And its choice to try something new must be
given effect rather than disregarded in favor of the comfort
of what came before.  See Nassar, supra, at 353–354. 

Faced with this difficulty, the Director tries another 
tack. He points to the fact that §314(a) doesn’t require
him to institute an inter partes review even after he finds
the “reasonable likelihood” threshold met with respect to 
one claim. Whether to institute proceedings upon such a 
finding, he says, remains a matter left to his discretion. 
See Cuozzo, 579 U. S., at ___ (slip op., at 9).  But while 
§314(a) invests the Director with discretion on the ques-
tion whether to institute review, it doesn’t follow that the 
statute affords him discretion regarding what claims that 
review will encompass. The text says only that the Direc-
tor can decide “whether” to institute the requested re-
view—not “whether and to what extent” review should 
proceed. §314(b).

The rest of the statute confirms, too, that the petition-
er’s petition, not the Director’s discretion, is supposed to
guide the life of the litigation. For example, §316(a)(8) 
tells the Director to adopt regulations ensuring that, “after
an inter partes review has been instituted,” the patent
owner will file “a response to the petition.”  Surely it
would have made little sense for Congress to insist on a 
response to the petition if, in truth, the Director enjoyed
the discretion to limit the claims under review.  What’s the 
point, after all, of answering claims that aren’t in the 
proceeding? If Congress had meant to afford the Director
the power he asserts, we would have expected it to in-
struct him to adopt regulations requiring the patent owner
to file a response to the Director’s institution notice or to 
the claims on which the Director instituted review. Yet we 
have nothing like that here. And then and again there is 
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§318(a). At the end of the proceeding, §318(a) categorically 
commands the Board to address in its final written 
decision “any patent claim challenged by the petitioner.”
In all these ways, the statute tells us that the petitioner’s
contentions, not the Director’s discretion, define the scope 
of the litigation all the way from institution through to
conclusion. 

The Director says we can find at least some hint of the 
discretion he seeks by comparing §314(a) and §318(a). He 
notes that, when addressing whether to institute review at 
the beginning of the litigation, §314(a) says he must focus
on the claims found “in the petition”; but when addressing
what claims the Board must address at the end of the 
litigation, §318(a) says it must resolve the claims chal-
lenged “by the petitioner.”  According to the Director, this 
(slight) linguistic discrepancy means the claims the Board
must address in its final decision are not necessarily the 
same as those identified in the petition.  And the only
possible explanation for this arrangement, the Director 
submits, is that he must enjoy the (admittedly implicit) 
power to institute an inter partes review that covers fewer 
than all of the claims challenged in the petition.

We just don’t see it. Whatever differences they might
display, §314(a) and §318(a) both focus on the petitioner’s
contentions and, given that, it’s difficult to see how they
might be read to give the Director power to decide what 
claims are at issue. Particularly when there’s a much 
simpler and sounder explanation for the statute’s wording.
As we’ve seen, a patent owner may move to “[c]ancel any 
challenged patent claim” during the course of an inter 
partes review, effectively conceding one part of a petition-
er’s challenge. §316(d)(1)(A). Naturally, then, the claims
challenged “in the petition” will not always survive to the
end of the case; some may drop out thanks to the patent 
owner’s actions.  And in that light it is plain enough why 
Congress provided that only claims still challenged “by the 
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petitioner” at the litigation’s end must be addressed in the
Board’s final written decision. The statute’s own winnow-
ing mechanism fully explains why Congress adopted 
slightly different language in §314(a) and §318(a).  We 
need not and will not invent an atextual explanation for 
Congress’s drafting choices when the statute’s own terms
supply an answer. See United States v. Ron Pair Enter-
prises, Inc., 489 U. S. 235, 240–241 (1989) (“[A]s long as
the statutory scheme is coherent and consistent, there
generally is no need for a court to inquire beyond the plain 
language of the statute”).

Moving past the statute’s text and context, the Director
attempts a policy argument.  He tells us that partial insti-
tution is efficient because it permits the Board to focus on
the most promising challenges and avoid spending time 
and resources on others.  Brief for Federal Respondent 35– 
36; see also post, at 1 (GINSBURG, J., dissenting); post, at 
7–8 (BREYER, J., dissenting).  SAS responds that all patent
challenges usually end up being litigated somewhere, and 
that partial institution creates inefficiency by requiring
the parties to litigate in two places instead of one—the 
Board for claims the Director chooses to entertain and a 
federal court for claims he refuses. Indeed, SAS notes, the 
government itself once took the same view, arguing that 
partial institution “ ‘undermine[s] the Congressional effi-
ciency goal’ ” for this very reason.  Brief for Petitioner 30. 
Each side offers plausible reasons why its approach might
make for the more efficient policy.  But who should win 
that debate isn’t our call to make.  Policy arguments are 
properly addressed to Congress, not this Court.  It is 
Congress’s job to enact policy and it is this Court’s job to 
follow the policy Congress has prescribed.  And whatever 
its virtues or vices, Congress’s prescribed policy here is 
clear: the petitioner in an inter partes review is entitled to 
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a decision on all the claims it has challenged.*
That leaves the Director to suggest that, however this

Court might read the statute, he should win anyway 
because of Chevron U. S. A. Inc. v. Natural Resources 
Defense Council, Inc., 467 U. S. 837 (1984).  Even though
the statute says nothing about his asserted “partial insti-
tution” power, the Director says the statute is at least 
ambiguous on the propriety of the practice and so we
should leave the matter to his judgment.  For its part, SAS
replies that we might use this case as an opportunity to 
abandon Chevron and embrace the “ ‘impressive body’ ” of 
pre-Chevron law recognizing that “ ‘the meaning of a stat-
utory term’ ” is properly a matter for “ ‘judicial [rather 
than] administrative judgment.’ ”  Brief for Petitioner 41 
(quoting Pittston Stevedoring Corp. v. Dellaventura, 544 
F. 2d 35, 49 (CA2 1976) (Friendly, J.)).
 But whether Chevron should remain is a question we 
may leave for another day. Even under Chevron, we owe 
an agency’s interpretation of the law no deference unless,
after “employing traditional tools of statutory construc-
tion,” we find ourselves unable to discern Congress’s 
—————— 

* JUSTICE GINSBURG suggests the Director might yet avoid this com-
mand by refusing to review a petition he thinks too broad while signal-
ing his willingness to entertain one more tailored to his sympathies. 
Post, at 1 (dissenting opinion).  We have no occasion today to consider
whether this stratagem is consistent with the statute’s demands.  See 
Cuozzo Speed Technologies, LLC v. Lee, 579 U. S. ___, ___ (2016) (slip
op., at 11) (noting that courts may invalidate “ ‘shenanigans’ ” by the 
Director that are “outside [his] statutory limits”); CAB v. Delta Air 
Lines, Inc., 367 U. S. 316, 328 (1961) (questioning an agency’s “power to 
do indirectly what it cannot do directly”).  But even assuming (without
granting) the law would tolerate this tactic, it would show only that a
lawful means exists for the Director to achieve his policy aims—not 
that he “should be allowed to improvise on the powers granted by 
Congress” by devising an extralegal path to the same goal.  Id., at 330. 
That an agency’s improvisation might be thought by some more expedi-
ent than what the law allows, post, at 1, does nothing to commend it
either, for lawful ends do not justify unlawful means. 
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meaning. 467 U. S., at 843, n. 9.  And after applying
traditional tools of interpretation here, we are left with no 
uncertainty that could warrant deference.  The statutory 
provisions before us deliver unmistakable commands. The 
statute hinges inter partes review on the filing of a peti-
tion challenging specific patent claims; it makes the peti-
tion the centerpiece of the proceeding both before and after
institution; and it requires the Board’s final written deci-
sion to address every claim the petitioner presents for 
review. There is no room in this scheme for a wholly 
unmentioned “partial institution” power that lets the
Director select only some challenged claims for decision. 
The Director may (today) think his approach makes for 
better policy, but policy considerations cannot create an
ambiguity when the words on the page are clear.  See SEC 
v. Sloan, 436 U. S. 103, 116–117 (1978).  Neither may we 
defer to an agency official’s preferences because we imag-
ine some “hypothetical reasonable legislator” would have 
favored that approach. Post, at 9 (BREYER, J., dissenting). 
Our duty is to give effect to the text that 535 actual legis-
lators (plus one President) enacted into law.

At this point, only one final question remains to resolve. 
Even if the statute forbids his partial institution practice,
the Director suggests we lack the power to say so.  By way
of support, he points to §314(d) and our decision in Cuozzo, 
579 U. S. ___.  Section 314(d) says that the “determination 
by the Director whether to institute an inter partes review
under this section shall be final and nonappealable.”  In 
Cuozzo, we held that this provision prevented courts from
entertaining an argument that the Director erred in insti-
tuting an inter partes review of certain patent claims.  Id., 
at ___–___ (slip op., at 7–12).  The Director reads these 
authorities as foreclosing judicial review of any legal 
question bearing on the institution of inter partes re-
view—including whether the statute permits his “partial
institution” practice. 



   
 

 

 
 
 
 
 
 
 

 
 

 

  

 
 

   

 

13 Cite as: 584 U. S. ____ (2018) 

Opinion of the Court 

But this reading overreads both the statute and our
precedent. As Cuozzo recognized, we begin with “the
‘strong presumption’ in favor of judicial review.”  Id., at 
___ (slip op., at 9).  To overcome that presumption, Cuozzo 
explained, this Court’s precedents require “clear and 
convincing indications” that Congress meant to foreclose
review. Id., at ___ (slip op., at 10) (internal quotation
marks omitted).  Given the strength of this presumption 
and the statute’s text, Cuozzo concluded that §314(d) 
precludes judicial review only of the Director’s “initial
determination” under §314(a) that “there is a ‘reasonable 
likelihood’ that the claims are unpatentable on the
grounds asserted” and review is therefore justified.  Id., at 
___ (slip op., at 9); see id., at ___ (slip op., at 12) (review 
unavailable “where a patent holder merely challenges the 
Patent Office’s ‘determin[ation] that the information 
presented in the petition . . . shows that there is a reason-
able likelihood’ of success ‘with respect to at least 1 of the 
claims challenged’ ”); ibid. (claim that a “petition was not 
pleaded ‘with particularity’ under §312 is little more than 
a challenge to the Patent Office’s conclusion, under
§314(a), that the ‘information presented in the petition’ 
warranted review”).  In fact, Cuozzo proceeded to empha-
size that §314(d) does not “enable the agency to act outside
its statutory limits.” Id., at ___ (slip op., at 11).  If a party 
believes the Patent Office has engaged in “ ‘shenanigans’ ” 
by exceeding its statutory bounds, judicial review remains
available consistent with the Administrative Procedure 
Act, which directs courts to set aside agency action “not in 
accordance with law” or “in excess of statutory jurisdic-
tion, authority, or limitations.” Ibid.; 5 U. S. C. 
§§706(2)(A), (C).

And that, of course, is exactly the sort of question we are 
called upon to decide today.  SAS does not seek to chal-
lenge the Director’s conclusion that it showed a “reason-
able likelihood” of success sufficient to warrant “insti-
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tut[ing] an inter partes review.”  35 U. S. C. §§314(a), (d).
No doubt SAS remains very pleased with the Director’s 
judgment on that score.  Instead, SAS contends that the 
Director exceeded his statutory authority by limiting the
review to fewer than all of the claims SAS challenged. 
And nothing in §314(d) or Cuozzo withdraws our power to
ensure that an inter partes review proceeds in accordance
with the law’s demands. 

Because everything in the statute before us confirms
that SAS is entitled to a final written decision addressing 
all of the claims it has challenged and nothing suggests we
lack the power to say so, the judgment of the Federal
Circuit is reversed and the case is remanded for further 
proceedings consistent with this opinion. 

So ordered. 
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SUPREME COURT OF THE UNITED STATES 

No. 16–969 

SAS INSTITUTE INC., PETITIONER v. ANDREI IANCU,
 
AS DIRECTOR, UNITED STATES PATENT
 

AND TRADEMARK OFFICE, ET AL. 


ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 

APPEALS FOR THE FEDERAL CIRCUIT
 

[April 24, 2018]


 JUSTICE GINSBURG, with whom JUSTICE BREYER, 
JUSTICE SOTOMAYOR, and JUSTICE KAGAN join, dissenting. 

Given the Court’s wooden reading of 35 U. S. C. §318(a),
and with “no mandate to institute [inter partes] review” at 
all, Cuozzo Speed Technologies, LLC v. Lee, 579 U. S. ___, 
___ (2016) (slip op., at 9), the Patent Trial and Appeal
Board could simply deny a petition containing challenges 
having no “reasonable likelihood” of success, §314(a).
Simultaneously, the Board might note that one or more
specified claims warrant reexamination, while others 
challenged in the petition do not.  Petitioners would then 
be free to file new or amended petitions shorn of challenges 
the Board finds unworthy of inter partes review.  Why
should the statute be read to preclude the Board’s more 
rational way to weed out insubstantial challenges?  For 
the reasons stated by JUSTICE BREYER, the Court’s opinion 
offers no persuasive answer to that question, and no cause 
to believe Congress wanted the Board to spend its time so 
uselessly. 
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SUPREME COURT OF THE UNITED STATES 

No. 16–969 

SAS INSTITUTE INC., PETITIONER v. ANDREI IANCU,
 
AS DIRECTOR, UNITED STATES PATENT
 

AND TRADEMARK OFFICE, ET AL. 


ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 

APPEALS FOR THE FEDERAL CIRCUIT
 

[April 24, 2018]


 JUSTICE BREYER, with whom JUSTICE GINSBURG and 
JUSTICE SOTOMAYOR join, and with whom JUSTICE KAGAN 
joins except as to Part III–A, dissenting. 

This case requires us to engage in a typical judicial 
exercise, construing a statute that is technical, unclear,
and constitutes a minor procedural part of a larger admin-
istrative scheme.  I would follow an interpretive technique
that judges often use in such cases.  Initially, using “tradi-
tional tools of statutory construction,” INS v. Cardoza-
Fonseca, 480 U. S. 421, 446 (1987), I would look to see
whether the relevant statutory phrase is ambiguous or 
leaves a gap that Congress implicitly delegated authority 
to the agency to fill.  Chevron U. S. A. Inc. v. Natural 
Resources Defense Council, Inc., 467 U. S. 837, 842–843 
(1984). If so, I would look to see whether the agency’s 
interpretation is reasonable.  Id., at 843.  Because I be-
lieve there is such a gap and because the Patent Office’s 
interpretation of the ambiguous phrase is reasonable, I 
would conclude that the Patent Office’s interpretation is
lawful. 

I 
The majority sets out the statutory framework that 

establishes “inter partes review.”  See ante, at 2–3; 35 
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U. S. C. §§311–319.  An example will help the reader keep 
that framework in mind.  Suppose the Patent Office issues
a patent containing, say, 16 different claims. A challenger,
believing the patent is invalid, seeks to invoke the inter 
partes review procedure.

The statutory chapter entitled “Inter partes review”
explains just how this is to be done.  See §§311–319.  First, 
the challenger files a petition requesting “cancel[lation]” of 
one or more of the patent claims as “unpatentable” be-
cause “prior art” shows, for example, that they are not
“novel.” §311(b); see §§102, 103. That petition must detail 
the grounds for the challenge and the supporting evidence,
along with providing certain technical information.  §312. 
Second, the patent owner may file a “preliminary re-
sponse” to the petition. §313.

Third, the Director of the Patent Office will decide 
whether to “institute” inter partes review. §314.  The 
statute specifies that the Director “may not authorize an 
inter partes review to be instituted unless the Director
determines . . . that there is a reasonable likelihood that 
the petitioner would prevail with respect to at least 1 of 
the claims challenged in the petition.” §314(a).  Thus, in 
my example, if the Director determines that none of the 16 
challenges in the petition has likely merit, he cannot 
institute an inter partes review.  Even if there is one 
potentially meritorious challenge, we have said that the 
statute contains “no mandate to institute review,” so the 
Director still has discretion to deny a petition.  Cuozzo 
Speed Technologies, LLC v. Lee, 579 U. S. ___, ___ (2016) 
(slip op., at 9).  We have also held that the Director’s 
decision whether to institute review is normally not re-
viewable. Id., at ___–___ (slip op., at 11–12). 

The Director, by regulation, has delegated the power to 
institute review to the Patent Trial and Appeal Board.  37 
CFR §42.4(a) (2017).  And the Director has further provided
by regulation that where a petition challenges several 
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patent claims (say, all 16 claims in my example), “the
Board may authorize the review to proceed on all or some 
of the challenged claims.” §42.108(a) (emphasis added).
Thus, where some, but not all, of the challenges have 
likely merit (say, 1 of the 16 has likely merit and the
others are close to frivolous), the Board is free to conduct 
inter partes review only as to the challenge with likely
merit. 

Fourth, the statute next describes the relation of a 
petition for review and an instituted review to other pro-
ceedings involving the challenged patent.  §315. Fifth, the 
statute describes what happens once the Board begins its
inter partes review, including how the Board is to take 
evidence and make its decisions, §316, and the nature and
effect of settlements, §317.

Sixth, the statute sets forth the section primarily at
issue here, which describes what happens at the end of the 
process. It says: 

“Final Written Decision. If an inter partes review is 
instituted and not dismissed under this chapter, the
Patent Trial and Appeal Board shall issue a final 
written decision with respect to the patentability of 
any patent claim challenged by the petitioner and any 
new claim added under section 316(d).” §318(a) (em-
phasis added). 

Finally, the chapter says that a “party dissatisfied with
the final written decision . . . may appeal the decision” to
the U. S. Court of Appeals for the Federal Circuit. §319;
see §141(c).

Thus, going through this process, if a petitioner files a
petition challenging 16 claims and the Board finds that 
the challenges to 15 of the claims are frivolous, the Board 
may then, as it interprets the statute, begin and proceed 
through the inter partes review process as to the remain-
ing claim, number 16, but not in respect to the other 15 
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claims. Eventually the Board will produce a “final written 
decision” as to the patentability of claim number 16, which 
decision the challenger (or the patentee) can appeal to the
Federal Circuit. 

II 
Now let us return to the question at hand, the meaning

of the phrase “any patent claim challenged by the peti-
tioner” in §318(a). Do those words unambiguously refer, 
as the majority believes, to “any patent claim challenged 
by the petitioner” in the petitioner’s original petition? The 
words “in the petitioner’s original petition” do not appear 
in the statute.  And the words that do appear, “any patent 
claim challenged by the petitioner,” could be modified by 
using different words that similarly do not appear, for 
example, the words “in the inter partes review proceed-
ing.” But without added words, the phrase “challenged by
the petitioner” does not tell us whether the relevant chal-
lenge is one made in the initial petition or only one made
in the inter partes review proceeding itself. And, linguis-
tically speaking, there is as much reason to fill that gap 
with reference to the claims still being challenged in the 
proceeding itself as there is to fill it with reference to 
claims that were initially challenged in the petition but 
which the Board weeded out before the inter partes review 
proceeding began.

Which reading we give the statute makes a difference. 
The first reading, the majority’s reading, means that in
my example, the Board must consider and write a final,
and appealable, see §319, decision in respect to the chal-
lenges to all 16 claims, including the 15 frivolous challenges. 
The second reading requires the Board to write a final,
appealable decision only in respect to the challenge to the 
claim (number 16 in my example) that survived the
Board’s initial screening, namely, in my example, the one
challenge in respect to which the Board found a “reason-
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able likelihood that the petitioner would prevail.”  §314(a). 
I cannot find much in the statutory context to support 

the majority’s claim that the statutory words “claim chal-
lenged by the petitioner” refer unambiguously to claims
challenged initially in the petition.  After all, the majority 
agrees that they do not refer to claims that initially were
challenged in the petition but were later settled or with-
drawn. Ante, at 9–10; see §316(d)(1)(A) (allowing the 
patent owner to cancel a challenged patent claim during 
inter partes review); §317 (addressing settlement).  The 
majority says that weeded-out challenges, unlike settled 
matters or canceled claims, involve claims that are still 
being “challenged ‘by the petitioner’ at the litigation’s 
end.” Ante, at 9–10. But weeded-out challenges are the
same as settled matters and canceled claims in this re-
spect.  The petitioner cannot continue to challenge a claim
once that challenge is weeded out by the Board at the 
institution phase.  He cannot pursue it before the Board in
the inter partes review, and normally he cannot pursue it 
in a court of appeals.  See Cuozzo, 579 U. S., at ___–___ 
(slip op., at 11–12).  The petitioner might bring a totally 
separate case in court in which he challenges the claim,
but that is a different matter that is not the subject of this
statutory chapter.

Nor does the chapter’s structure help fill the statutory 
gap. I concede that if we examine the “final written deci-
sion” section, §318(a), just after reading the three initial 
sections of the statute, §§311, 312, and 313, we may be 
tempted to believe that the words “any patent claim chal-
lenged” in §318(a) must refer to the claims challenged in 
the petition, just as the words “each claim challenged” in
§312(a)(3) unmistakably do. But once we look at the 
whole statute, this temptation disappears. The first sec-
tion, §311, describing the inter partes review process, does
not use the word “challenge.”  The next section, §312,
describes the requirements for the initial petition, which is 
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filed before any inter partes proceeding has been insti-
tuted.  It is about the petition, so it is not surprising that it
refers to the claims challenged in the petition.  The next 
section, §313, concerns the preliminary response, which is 
similarly filed before the inter partes review proceeding
has been instituted and is thus similarly focused on the 
petition, although it does not use the word “challenged.” 

The very next section, however, §314, along with part of
§315, describes preliminary screening and the institution 
of the inter partes review proceeding.  The remainder of 
§315, and the following sections, §§316 and 317, then
describe how that proceeding, once instituted, will be 
conducted (and provide for settlements).  Only then does 
§318 appear. That statutory provision tells the Board 
that, at the conclusion of the inter partes review proceed-
ing, it must “issue a final written decision with respect to
the patentability of any patent claim challenged by the
petitioner.” §318(a). And in this context, a context about 
the inter partes review proceeding itself, it is more than 
reasonable to think that the phrase “patent claim chal-
lenged by the petitioner” refers to challenges made in the
proceeding, not challenges made in the petition but never 
made a part of the proceeding.

I am not helped by examining, as the majority exam-
ines, what Congress might have done had it used other 
language. Ante, at 6–8.  The majority points out that had 
Congress meant anything other than “challenged in the 
petition,” it might have said so more clearly.  Ibid.  But  
similarly, if Congress had meant “challenged in the peti-
tion,” it might have used the words “in the petition.”  After 
all, it used those very words only four sections earlier.  See 
§314(a) (referring to “claims challenged in the petition”).
This argument, like many such arguments, is a wash. 

Neither am I helped by analogizing the inter partes
review proceeding to civil litigation.  Cf. ante, at 2–3, 5. 
That is because, as this Court said in Cuozzo, inter partes 
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review is a “hybrid proceeding.”  579 U. S., at ___ (slip op., 
at 16). It has some adversarial characteristics, but “in 
other significant respects, inter partes review is less like a 
judicial proceeding and more like a specialized agency 
proceeding.” Id., at ___ (slip op., at 15).  Its purposes are
not limited to “helping resolve concrete patent-related 
disputes among parties,” but extend to “reexamin[ing] . . . 
an earlier administrative grant of a patent” and “pro-
tect[ing] the public’s ‘paramount interest in seeing that 
patent monopolies . . . are kept within their legitimate
scope.’ ”  Ibid. (quoting Precision Instrument Mfg. Co. v. 
Automotive Maintenance Machinery Co., 324 U. S. 806, 
816 (1945); ellipsis in original); see also Oil States Energy 
Services, LLC v. Greene’s Energy Group, LLC, ___ U. S. 
___, ___–___ (2018) (slip op., at 8–9). 

Finally, I would turn to the likely purposes of the statu-
tory provision.  As the majority points out, §314(a) makes 
clear that the “Director” (now his delegate, the Board) is to
determine whether there is a “reasonable likelihood” of 
success as to at least one of the claims the petition chal-
lenges. If not, he cannot initiate an inter partes review 
proceeding. If so, §314(a) “invests the Director with dis-
cretion on the question whether to institute review.” Ante, 
at 8 (emphasis deleted); Cuozzo, supra, at ___ (slip op., at 
9). As I have said, Patent Office regulations allow the 
Board to proceed with inter partes review of some of the 
claims a petitioner challenges (say, only those where there 
is a reasonable likelihood of success), but not of others.  37 
CFR §42.108(a).

The majority points out that it does not follow from
§314(a) that the statute affords the Director discretion
regarding what claims that review will encompass. The 
text says only that the Director can decide “whether” to
institute the requested review, not “whether and to what 
extent” review should proceed. Ante, at 8 (emphasis de-
leted). That is certainly so. But I think that when we, as 
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judges, face a difficult text, it is often helpful to ask not 
just “whether” or “what” but also “why.”  Why, asks the
Patent Office, would Congress have intended to require 
the Board to proceed with an inter partes review, take 
evidence, and hear argument in respect to challenges to
claims that the Board had previously determined had no
“reasonable likelihood” of success?  The statute would 
seem to give the Director discretion to achieve the oppo-
site, namely, to avoid wasting the Board’s time and effort 
reviewing challenges that it has already decided have no 
“reasonable likelihood of success.”  In my example, why
make the Board do further work on the challenges to 
claims 1 through 15, which the Board has already decided
are near frivolous? 

More than that, to read §318(a) as requiring a “final
written decision” in respect to those 15 perhaps frivolous
challenges would seem to lead to judicial review of the 
Board’s decision about those frivolous challenges.  After 
all, §319 of the statute says that a “party dissatisfied with 
the final written decision of the [Board] under section 
318(a),” the provision before us, “may appeal the decision”
to the Federal Circuit.  And the majority’s interpretation 
is anomalous in that it is difficult to imagine why Con-
gress, with one hand, would make the agency’s weeding-
out decision nonreviewable, see Cuozzo, supra, at ___–___ 
(slip op., at 11–12), yet at the same time would make the
decision reviewable via the requirement that the Board 
issue a “final written” appealable “decision” with respect 
to that weeded-out challenge. 

III 
I end up where I began. Section 318(a) contains a gap 

just after the words “challenged by the petitioner.”  Con-
siderations of context, structure, and purpose do not close 
the gap. And under Chevron, “where a statute leaves a 
‘gap’ or is ‘ambigu[ous],’ we typically interpret it as grant-
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ing the agency leeway to enact rules that are reasonable in 
light of the text, nature, and purpose of the statute.” 
Cuozzo, supra, at ___ (slip op., at 13) (quoting United 
States v. Mead Corp., 533 U. S. 218, 229 (2001); alteration 
in original). 

A 
In referring to Chevron, I do not mean that courts are to 

treat that case like a rigid, black-letter rule of law, in-
structing them always to allow agencies leeway to fill
every gap in every statutory provision.  See Mead Corp., 
supra, at 229–231.  Rather, I understand Chevron as a 
rule of thumb, guiding courts in an effort to respect that
leeway which Congress intended the agencies to have.  I 
recognize that Congress does not always consider such
matters, but if not, courts can often implement a more 
general, virtually omnipresent congressional purpose—
namely, the creation of a well-functioning statutory
scheme—by using a canon-like, judicially created con-
struct, the hypothetical reasonable legislator, and asking 
what such legislators would likely have intended had 
Congress considered the question of delegating gap-filling 
authority to the agency. 

B 
To answer this question, we have previously held that a

“statute’s complexity, the vast number of claims that it 
engenders, and the consequent need for agency expertise 
and administrative experience” normally “lead us to read 
[a] statute as delegating to the Agency considerable au-
thority to fill in, through interpretation, matters of detail
related to its administration.” Barnhart v. Walton, 535 
U. S. 212, 225 (2002).  These considerations all favor such 
a reading here. Indeed, the question before us is one of 
agency administration in respect to detailed matters that
an agency working with the statute is particularly likely 
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to understand. In addition, the agency filled the gap here
through the exercise of rulemaking authority explicitly
given it by Congress to issue regulations “setting forth the 
standards for the showing of sufficient grounds to institute
a review” and “establishing and governing inter partes
review.” §§316(a)(2), (4); Cuozzo, 579 U. S., at ___–___ 
(slip op., at 12–13); cf. Mead Corp., supra, at 227.  Thus, 
there is a gap, the agency possesses gap-filling authority,
and it filled the gap with a regulation that, for reasons I 
have stated, is a reasonable exercise of that authority. 

* * * 
I consequently would affirm the judgment of the Federal

Circuit. And, with respect, I dissent from the Court’s 
contrary conclusion. 
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The patent venue statute, 28 U. S. C. §1400(b), provides that “[a]ny
civil action for patent infringement may be brought in the judicial 
district where the defendant resides, or where the defendant has 
committed acts of infringement and has a regular and established
place of business.”  In Fourco Glass Co. v. Transmirra Products 
Corp., 353 U. S. 222, 226, this Court concluded that for purposes of 
§1400(b) a domestic corporation “resides” only in its State of incorpo-
ration, rejecting the argument that §1400(b) incorporates the broader
definition of corporate “residence” contained in the general venue
statute, 28 U. S. C. §1391(c).  Congress has not amended §1400(b) 
since Fourco, but it has twice amended §1391, which now provides
that, “[e]xcept as otherwise provided by law” and “[f]or all venue pur-
poses,” a corporation “shall be deemed to reside, if a defendant, in
any judicial district in which such defendant is subject to the court’s 
personal jurisdiction with respect to the civil action in question.” 
§§1391(a), (c). 

Respondent filed a patent infringement suit in the District Court
for the District of Delaware against petitioner, a competitor that is 
organized under Indiana law and headquartered in Indiana but ships
the allegedly infringing products into Delaware.  Petitioner moved to 
transfer venue to a District Court in Indiana, claiming that venue
was improper in Delaware.  Citing Fourco, petitioner argued that it 
did not “resid[e]” in Delaware and had no “regular and established 
place of business” in Delaware under §1400(b).  The District Court re-
jected these arguments.  The Federal Circuit denied a petition for a 
writ of mandamus, concluding that §1391(c) supplies the definition of 
“resides” in §1400(b).  The Federal Circuit reasoned that because pe-
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titioner resided in Delaware under §1391(c), it also resided there un-
der §1400(b). 

Held: As applied to domestic corporations, “reside[nce]” in §1400(b) re-
fers only to the State of incorporation.  The amendments to §1391 did
not modify the meaning of §1400(b) as interpreted by Fourco. Pp. 3– 
10. 

(a) The venue provision of the Judiciary Act of 1789 covered patent
cases as well as other civil suits. Stonite Products Co. v. Melvin 
Lloyd Co., 315 U. S. 561, 563.  In 1897, Congress enacted a patent 
specific venue statute.  This new statute (§1400(b)’s predecessor)
permitted suit in the district of which the defendant was an “inhabit-
ant” or in which the defendant both maintained a “regular and estab-
lished place of business” and committed an act of infringement. 29 
Stat. 695.  A corporation at that time was understood to “inhabit” on-
ly the State of incorporation.  This Court addressed the scope of 
§1400(b)’s predecessor in Stonite, concluding that it constituted “the
exclusive provision controlling venue in patent infringement proceed-
ings” and thus was not supplemented or modified by the general ven-
ue provisions. 315 U. S., at 563. 

In 1948, Congress recodified the patent venue statute as §1400(b).
That provision, which remains unaltered today, uses “resides” in-
stead of “inhabit[s].”  At the same time, Congress also enacted the 
general venue statute, §1391, which defined “residence” for corporate 
defendants. In Fourco, this Court reaffirmed Stonite’s holding, ob-
serving that Congress enacted §1400(b) as a standalone venue stat-
ute and that nothing in the 1948 recodification evidenced an intent to 
alter that status, even the fact that §1391(c) by “its terms” embraced
“all actions,” 353 U. S., at 228.  The Court also concluded that “re-
sides” in the recodified version bore the same meaning as “inhabit[s]”
in the pre-1948 version.  See id., at 226. 

This landscape remained effectively unchanged until 1988, when
Congress amended the general venue statute, §1391(c).  The revised 
provision stated that it applied “[f]or purposes of venue under this 
chapter.”  In VE Holding Corp. v. Johnson Gas Appliance Co., 917 
F. 2d 1574, 1578, the Federal Circuit held that, in light of this
amendment, §1391(c) established the definition for all other venue 
statutes under the same “chapter,” including §1400(b).  In 2011, Con-
gress adopted the current version of §1391, which provides that its
general definition applies “[f]or all venue purposes.” The Federal 
Circuit reaffirmed VE Holding in the case below. Pp. 3–7.

(b) In Fourco, this Court definitively and unambiguously held that 
the word “reside[nce]” in §1400(b), as applied to domestic corpora-
tions, refers only to the State of incorporation.  Because Congress has 
not amended §1400(b) since Fourco, and neither party asks the Court 
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to reconsider that decision, the only question here is whether Con-
gress changed §1400(b)’s meaning when it amended §1391.  When 
Congress intends to effect a change of that kind, it ordinarily pro-
vides a relatively clear indication of its intent in the amended provi-
sion’s text.  No such indication appears in the current version of 
§1391.   

Respondent points out that the current §1391(c) provides a default
rule that, on its face, applies without exception “[f]or all venue pur-
poses.”  But the version at issue in Fourco similarly provided a de-
fault rule that applied “ ‘for venue purposes,’ ” 353 U. S., at 223, and
those phrasings are not materially different in this context.  The ad-
dition of the word “all” to the already comprehensive provision does 
not suggest that Congress intended the Court to reconsider its deci-
sion in Fourco. Any argument based on this language is even weaker 
now than it was when the Court rejected it in Fourco. Fourco held 
that §1400(b) retained a meaning distinct from the default definition
contained in §1391(c), even though the latter, by its terms, included 
no exceptions.  The current version of §1391 includes a saving clause, 
which expressly states that the provision does not apply when “oth-
erwise provided by law,” thus making explicit the qualification that
the Fourco Court found implicit in the statute.  Finally, there is no
indication that Congress in 2011 ratified the Federal Circuit’s deci-
sion in VE Holding. Pp. 7–10. 

821 F. 3d 1338, reversed and remanded. 

THOMAS, J., delivered the opinion of the Court, in which all other 
Members joined, except GORSUCH, J., who took no part in the considera-
tion or decision of the case. 
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SUPREME COURT OF THE UNITED STATES 

No. 16–341 

TC HEARTLAND LLC, PETITIONER v. KRAFT
 
FOODS GROUP BRANDS LLC
 

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 

APPEALS FOR THE FEDERAL CIRCUIT
 

[May 22, 2017] 


JUSTICE THOMAS delivered the opinion of the Court. 
The question presented in this case is where proper

venue lies for a patent infringement lawsuit brought 
against a domestic corporation. The patent venue statute,
28 U. S. C. §1400(b), provides that “[a]ny civil action for 
patent infringement may be brought in the judicial district
where the defendant resides, or where the defendant has 
committed acts of infringement and has a regular and 
established place of business.”  In Fourco Glass Co. v. 
Transmirra Products Corp., 353 U. S. 222, 226 (1957), this
Court concluded that for purposes of §1400(b) a domestic 
corporation “resides” only in its State of incorporation. 

In reaching that conclusion, the Court rejected the
argument that §1400(b) incorporates the broader defini-
tion of corporate “residence” contained in the general
venue statute, 28 U. S. C. §1391(c).  353 U. S., at 228. 
Congress has not amended §1400(b) since this Court
construed it in Fourco, but it has amended §1391 twice. 
Section 1391 now provides that, “[e]xcept as otherwise 
provided by law” and “[f]or all venue purposes,” a corpora-
tion “shall be deemed to reside, if a defendant, in any 
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judicial district in which such defendant is subject to the
court’s personal jurisdiction with respect to the civil action
in question.”  §§1391(a), (c). The issue in this case is 
whether that definition supplants the definition an-
nounced in Fourco and allows a plaintiff to bring a patent
infringement lawsuit against a corporation in any district 
in which the corporation is subject to personal jurisdiction.
We conclude that the amendments to §1391 did not modify
the meaning of §1400(b) as interpreted by Fourco. We 
therefore hold that a domestic corporation “resides” only in
its State of incorporation for purposes of the patent venue 
statute. 

I 
Petitioner, which is organized under Indiana law and

headquartered in Indiana, manufactures flavored drink 
mixes.1  Respondent, which is organized under Delaware
law and has its principal place of business in Illinois, is a 
competitor in the same market. As relevant here, re-
spondent sued petitioner in the District Court for the 
District of Delaware, alleging that petitioner’s products
infringed one of respondent’s patents. Although petitioner 
is not registered to conduct business in Delaware and has
no meaningful local presence there, it does ship the al- 
legedly infringing products into the State.

Petitioner moved to dismiss the case or transfer venue 

—————— 
1 The complaint alleged that petitioner is a corporation, and petitioner 

admitted this allegation in its answer.  See App. 11a, 60a.  Similarly,
the petition for certiorari sought review on the question of “corporate” 
residence.  See Pet. for Cert. i.  In their briefs before this Court, how- 
ever, the parties suggest that petitioner is, in fact, an unincorporated 
entity.  See Brief for Respondent 9, n. 4 (the complaint’s allegation was
“apparently inaccurat[e]”); Reply Brief 4. Because this case comes to us 
at the pleading stage and has been litigated on the understanding that 
petitioner is a corporation, we confine our analysis to the proper venue
for corporations.  We leave further consideration of the issue of peti-
tioner’s legal status to the courts below on remand. 



  
 

 

 
 

  
 

 
 
 
 
 

 

 

  

 

 

 

3 Cite as: 581 U. S. ____ (2017) 

Opinion of the Court 

to the District Court for the Southern District of Indiana, 
arguing that venue was improper in Delaware. See 28 
U. S. C. §1406.  Citing Fourco’s holding that a corporation 
resides only in its State of incorporation for patent in-
fringement suits, petitioner argued that it did not 
“resid[e]” in Delaware under the first clause of §1400(b).
It further argued that it had no “regular and established 
place of business” in Delaware under the second clause of 
§1400(b). Relying on Circuit precedent, the District Court 
rejected these arguments, 2015 WL 5613160 (D Del., Sept. 
24, 2015), and the Federal Circuit denied a petition for a 
writ of mandamus, In re TC Heartland LLC, 821 F. 3d 
1338 (2016). The Federal Circuit concluded that subse-
quent statutory amendments had effectively amended
§1400(b) as construed in Fourco, with the result that 
§1391(c) now supplies the definition of “resides” in
§1400(b). 821 F. 3d, at 1341–1343.  Under this logic,
because the District of Delaware could exercise personal
jurisdiction over petitioner, petitioner resided in Delaware
under §1391(c) and, therefore, under §1400(b).  We granted 
certiorari, 580 U. S. ___ (2016), and now reverse. 

II
 
A 


The history of the relevant statutes provides important 
context for the issue in this case.  The Judiciary Act of 
1789 permitted a plaintiff to file suit in a federal district 
court if the defendant was “an inhabitant” of that district 
or could be “found” for service of process in that district.
Act of Sept. 24, 1789, §11, 1 Stat. 79.  The Act covered 
patent cases as well as other civil suits.  Stonite Products 
Co. v. Melvin Lloyd Co., 315 U. S. 561, 563 (1942).  In 
1887, Congress amended the statute to permit suit only in 
the district of which the defendant was an inhabitant or, 
in diversity cases, of which either the plaintiff or defend-
ant was an inhabitant.  See Act of Mar. 3, 1887, §1, 24 
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Stat. 552; see also Stonite, supra, at 563–564. 
This Court’s decision in In re Hohorst, 150 U. S. 653, 

661–662 (1893), arguably suggested that the 1887 Act did 
not apply to patent cases.  As a result, while some courts 
continued to apply the Act to patent cases, others refused
to do so and instead permitted plaintiffs to bring suit (in
line with the pre-1887 regime) anywhere a defendant 
could be found for service of process. See Stonite, supra, at 
564–565. In 1897, Congress resolved the confusion by
enacting a patent specific venue statute.  See Act of Mar. 
3, 1897, ch. 395, 29 Stat. 695. In so doing, it “placed pat-
ent infringement cases in a class by themselves, outside
the scope of general venue legislation.”  Brunette Machine 
Works, Ltd. v. Kockum Industries, Inc., 406 U. S. 706, 713 
(1972). This new statute (§1400(b)’s predecessor) permit-
ted suit in the district of which the defendant was an 
“inhabitant,” or a district in which the defendant both 
maintained a “regular and established place of business” 
and committed an act of infringement.  29 Stat. 695. At 
the time, a corporation was understood to “inhabit” only
the State in which it was incorporated.  Shaw v. Quincy 
Mining Co., 145 U. S. 444, 449–450 (1892). 

The Court addressed the scope of §1400(b)’s predecessor 
in Stonite. In that case, the two defendants inhabited 
different districts within a single State.  The plaintiff
sought to sue them both in the same district, invoking a 
then governing general venue statute that, if applicable, 
permitted it to do so. 315 U. S., at 562–563. This Court 
rejected the plaintiff ’s venue choice on the ground that the
patent venue statute constituted “the exclusive provision 
controlling venue in patent infringement proceedings” and
thus was not supplemented or modified by the general 
venue provisions. Id., at 563.  In the Court’s view, the 
patent venue statute “was adopted to define the exact 
jurisdiction of the federal courts in actions to enforce 
patent rights,” a purpose that would be undermined by 
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interpreting it “to dovetail with the general provisions
relating to the venue of civil suits.”  Id., at 565–566. The 
Court thus held that the patent venue statute “alone 
should control venue in patent infringement proceedings.” 
Id., at 566. 

In 1948, Congress recodified the patent venue statute as
§1400(b). See Act of June 25, 1948, 62 Stat. 936.  The 
recodified provision, which remains unaltered today,
states that “[a]ny civil action for patent infringement may
be brought in the judicial district where the defendant
resides, or where the defendant has committed acts of 
infringement and has a regular and established place of 
business.” 28 U. S. C. §1400(b) (1952 ed.).  This version 
differs from the previous one in that it uses “resides” 
instead of “inhabit[s].” At the same time, Congress also 
enacted the general venue statute, §1391, which defined 
“residence” for corporate defendants.  That provision
stated that “[a] corporation may be sued in any judicial
district in which it is incorporated or licensed to do busi-
ness or is doing business, and such judicial district shall
be regarded as the residence of such corporation for venue 
purposes.” §1391(c) (1952 ed.).

Following the 1948 legislation, courts reached differing
conclusions regarding whether §1400(b)’s use of the word 
“resides” incorporated §1391(c)’s definition of “residence.” 
See Fourco, 353 U. S., at 224, n. 3 (listing cases).  In Fourco, 
this Court reviewed a decision of the Second Circuit 
holding that §1391(c) defined residence for purposes of
§1400(b), “just as that definition is properly . . . incorpo-
rated into other sections of the venue chapter.”  Trans-
mirra Prods. Corp. v. Fourco Glass Co., 233 F. 2d 885, 886 
(1956). This Court squarely rejected that interpretation, 
reaffirming Stonite’s holding that §1400(b) “is the sole and 
exclusive provision controlling venue in patent infringe-
ment actions, and . . . is not to be supplemented by . . . 
§1391(c).” 353 U. S., at 229.  The Court observed that 
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Congress enacted §1400(b) as a standalone venue statute
and that nothing in the 1948 recodification evidenced an 
intent to alter that status. The fact that §1391(c) by “its
terms” embraced “all actions” was not enough to overcome 
the fundamental point that Congress designed §1400(b) to
be “complete, independent and alone controlling in its
sphere.” Id., at 228. 

The Court also concluded that “resides” in the recodified 
version of §1400(b) bore the same meaning as “inhabit[s]” 
in the pre-1948 version. See id., at 226 (“[T]he [w]ords
‘inhabitant’ and ‘resident,’ as respects venue, are synony-
mous” (internal quotation marks omitted)). The substitu-
tion of “resides” for “inhabit[s]” thus did not suggest any 
alteration in the venue rules for corporations in patent 
cases. Accordingly, §1400(b) continued to apply to domes-
tic corporations in the same way it always had: They were
subject to venue only in their States of incorporation.  See 
ibid. (The use of “resides” “negat[es] any intention to make 
corporations suable, in patent infringement cases, where 
they are merely ‘doing business,’ because those synony-
mous words [“inhabitant” and “resident”] mean domicile 
and, in respect of corporations, mean the state of incorpo-
ration only”). 

B 
This landscape remained effectively unchanged until 

1988, when Congress amended the general venue statute,
§1391(c), to provide that “[f]or purposes of venue under 
this chapter, a defendant that is a corporation shall be
deemed to reside in any judicial district in which it is
subject to personal jurisdiction at the time the action is
commenced.” Judicial Improvements and Access to Jus-
tice Act, §1013(a), 102 Stat. 4669.  The Federal Circuit in 
VE Holding Corp. v. Johnson Gas Appliance Co., 917 F. 2d 
1574 (1990), announced its view of the effect of this 
amendment on the meaning of the patent venue statute. 
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The court reasoned that the phrase “[f]or purposes of 
venue under this chapter” was “exact and classic language
of incorporation,” id., at 1579, and that §1391(c) accord- 
ingly established the definition for all other venue statutes
under the same “chapter.”  Id., at 1580.  Because §1400(b)
fell within the relevant chapter, the Federal Circuit con-
cluded that §1391(c), “on its face,” “clearly applies to 
§1400(b), and thus redefines the meaning of the term
‘resides’ in that section.” Id., at 1578. 

Following VE Holding, no new developments occurred
until Congress adopted the current version of §1391 in
2011 (again leaving §1400(b) unaltered).  See Federal 
Courts Jurisdiction and Venue Clarification Act of 2011, 
§202, 125 Stat. 763.  Section 1391(a) now provides that,
“[e]xcept as otherwise provided by law,” “this section shall 
govern the venue of all civil actions brought in district
courts of the United States.”  And §1391(c)(2), in turn,
provides that, “[f]or all venue purposes,” certain entities,
“whether or not incorporated, shall be deemed to reside, if
a defendant, in any judicial district in which such defend-
ant is subject to the court’s personal jurisdiction with
respect to the civil action in question.” In its decision 
below, the Federal Circuit reaffirmed VE Holding, reason-
ing that the 2011 amendments provided no basis to recon-
sider its prior decision. 

III 
We reverse the Federal Circuit. In Fourco, this Court 

definitively and unambiguously held that the word “re-
side[nce]” in §1400(b) has a particular meaning as applied 
to domestic2 corporations: It refers only to the State of 

—————— 
2 The parties dispute the implications of petitioner’s argument for 

foreign corporations.  We do not here address that question, nor do we 
express any opinion on this Court’s holding in Brunette Machine Works, 
Ltd. v. Kockum Industries, Inc., 406 U. S. 706 (1972) (determining 
proper venue for foreign corporation under then existing statutory 
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incorporation. Congress has not amended §1400(b) since 
Fourco, and neither party asks us to reconsider our hold-
ing in that case.  Accordingly, the only question we must 
answer is whether Congress changed the meaning of 
§1400(b) when it amended §1391. When Congress intends
to effect a change of that kind, it ordinarily provides a
relatively clear indication of its intent in the text of the 
amended provision. See United States v. Madigan, 300 
U. S. 500, 506 (1937) (“[T]he modification by implication of 
the settled construction of an earlier and different section 
is not favored”); A. Scalia & B. Garner, Reading Law 331 
(2012) (“A clear, authoritative judicial holding on the 
meaning of a particular provision should not be cast in
doubt and subjected to challenge whenever a related
though not utterly inconsistent provision is adopted in the 
same statute or even in an affiliated statute”). 

The current version of §1391 does not contain any indi-
cation that Congress intended to alter the meaning of 
§1400(b) as interpreted in Fourco. Although the current 
version of §1391(c) provides a default rule that applies 
“[f]or all venue purposes,” the version at issue in Fourco 
similarly provided a default rule that applied “for venue 
purposes.” 353 U. S., at 223 (internal quotation marks 
omitted). In this context, we do not see any material
difference between the two phrasings. See Pure Oil Co. v. 
Suarez, 384 U. S. 202, 204–205 (1966) (construing “ ‘for 
venue purposes’ ” to cover “all venue statutes”).  Respond-
ent argues that “ ‘all venue purposes’ means ‘all venue 
purposes’—not ‘all venue purposes except for patent
venue.’ ” Brief for Respondent 21. The plaintiffs in Fourco 
advanced the same argument.  See 353 U. S., at 228 (“The 
main thrust of respondents’ argument is that §1391(c) is
clear and unambiguous and that its terms include all 
actions—including patent infringement actions”). This 

—————— 

regime). 
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Court was not persuaded then, and the addition of the
word “all” to the already comprehensive provision does not 
suggest that Congress intended for us to reconsider that
conclusion. 

This particular argument is even weaker under the 
current version of §1391 than it was under the provision 
in place at the time of Fourco, because the current provi-
sion includes a saving clause expressly stating that it does
not apply when “otherwise provided by law.” On its face, 
the version of §1391(c) at issue in Fourco included no 
exceptions, yet this Court still held that “resides” in 
§1400(b) retained its original meaning contrary to 
§1391(c)’s default definition. Fourco’s holding rests on
even firmer footing now that §1391’s saving clause ex-
pressly contemplates that certain venue statutes may 
retain definitions of “resides” that conflict with its default 
definition. In short, the saving clause makes explicit the 
qualification that this Court previously found implicit in 
the statute. See Pure Oil, supra, at 205 (interpreting 
earlier version of §1391 to apply “to all venue statutes 
using residence as a criterion, at least in the absence of 
contrary restrictive indications in any such statute”). 
Respondent suggests that the saving clause in §1391(a)
does not apply to the definitional provisions in §1391(c),
Brief for Respondent 31–32, but that interpretation is
belied by the text of §1391(a), which makes clear that the
saving clause applies to the entire “section.” See 
§1391(a)(1) (“Except as otherwise provided by law— . . .
this section shall govern the venue of all civil actions” 
(emphasis added)).

Finally, there is no indication that Congress in 2011 
ratified the Federal Circuit’s decision in VE Holding. If 
anything, the 2011 amendments undermine that decision’s 
rationale. As petitioner points out, VE Holding relied 
heavily—indeed, almost exclusively—on Congress’ deci-
sion in 1988 to replace “for venue purposes” with “[f]or 
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purposes of venue under this chapter” (emphasis added) in 
§1391(c). Congress deleted “under this chapter” in 2011
and worded the current version of §1391(c) almost identi-
cally to the original version of the statute.  Compare
§1391(c) (2012 ed.) (“[f]or all venue purposes”) with 
§1391(c) (1952 ed.) (“for venue purposes”).  In short, noth-
ing in the text suggests congressional approval of VE 
Holding. 

* * * 
As applied to domestic corporations, “reside[nce]” in

§1400(b) refers only to the State of incorporation.  Accord-
ingly, we reverse the judgment of the Court of Appeals and 
remand the case for further proceedings consistent with 
this opinion. 

It is so ordered.

 JUSTICE GORSUCH took no part in the consideration or 
decision of this case. 
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WESTERNGECO LLC v. ION GEOPHYSICAL CORP. 

CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR 
THE FEDERAL CIRCUIT 

No. 16–1011. Argued April 16, 2018—Decided June 22, 2018 

Petitioner WesternGeco LLC owns patents for a system used to survey
the ocean floor. Respondent ION Geophysical Corp. began selling a
competing system that was built from components manufactured in 
the United States, shipped to companies abroad, and assembled there
into a system indistinguishable from WesternGeco’s.  WesternGeco 
sued for patent infringement under 35 U. S. C. §§271(f)(1) and (f)(2).
The jury found ION liable and awarded WesternGeco damages in
royalties and lost profits under §284.  ION moved to set aside the 
verdict, arguing that WesternGeco could not recover damages for lost 
profits because §271(f) does not apply extraterritorially. The District 
Court denied the motion, but the Federal Circuit reversed.  ION was 
liable for infringement under §271(f)(2), the court reasoned, but 
§271(f) does not allow patent owners to recover for lost foreign profits 
On remand from this Court in light of Halo Electronics, Inc. v. Pulse 
Electronics, Inc., 579 U. S. ____, the Federal Circuit reinstated the 
portion of its decision regarding §271(f)’s extraterritoriality. 

Held: WesternGeco’s award for lost profits was a permissible domestic
application of §284 of the Patent Act.  Pp. 4–10. 

(a) The presumption against extraterritoriality assumes that fed-
eral statutes “apply only within the territorial jurisdiction of the
United States.” Foley Bros., Inc. v. Filardo, 336 U. S. 281, 285.  The 
two-step framework for deciding extraterritoriality questions asks,
first, “whether the presumption . . . has been rebutted.”  RJR 
Nabisco, Inc. v. European Community, 579 U. S. ___, ___.  If not, the 
second step asks “whether the case involves a domestic application of 
the statute.” Id., at ___. Courts make the second determination by
identifying “the statute’s ‘focus’ ” and then asking whether the con-
duct relevant to that focus occurred in United States territory. Ibid. 
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If so, the case involves a permissible domestic application of the stat-
ute. It is “usually . . . preferable” to begin with step one, but courts 
have the discretion to begin with step two “in appropriate cases.”  Id., 
at ___, n. 5.  The Court exercises that discretion here.  Pp. 4–5. 

(b) When determining “the statute’s ‘focus’ ”—i.e., “the objec[t] of
[its] solicitude,” Morrison v. National Australia Bank Ltd., 561 U. S. 
247, 267—the provision at issue is not analyzed in a vacuum. If it 
works in tandem with other provisions, it must be assessed in concert
with those provisions.  Section 284, the Patent Act’s general damages
provision, states that “the court shall award the claimant damages
adequate to compensate for the infringement.”  The focus of that pro-
vision is “the infringement.”  The “overriding purpose” of §284 is to
“affor[d] patent owners complete compensation” for infringements. 
General Motors Corp. v. Devex Corp., 461 U. S. 648, 655.  Section 271 
identifies several ways that a patent can be infringed. Thus, to de-
termine §284’s focus in a given case, the type of infringement that oc-
curred must be identified. Here, §271(f)(2) was the basis for West-
ernGeco’s infringement claim and the lost-profits damages that it 
received. That provision regulates the domestic act of “suppl[ying] in 
or from the United States,” and this Court has acknowledged that it
vindicates domestic interests, see, e.g., Microsoft Corp. v. AT&T 
Corp., 550 U. S. 437, 457.  In sum, the focus of §284 in a case involv-
ing infringement under §271(f)(2) is on the act of exporting compo-
nents from the United States.  So the conduct in this case that is rel-
evant to the statutory focus clearly occurred in the United States. 
Pp. 5–8.

(c) ION’s contrary arguments are unpersuasive.  The award of 
damages is not the statutory focus here.  The damages themselves
are merely the means by which the statute achieves its end of reme-
dying infringements, and the overseas events giving rise to the lost-
profit damages here were merely incidental to the infringement.  In 
asserting that damages awards for foreign injuries are always an ex-
traterritorial application of a damages provision, ION misreads a
portion of RJR Nabisco that interpreted a substantive element of a
cause of action, not a remedial damages provision.  See 579 U. S., at 
___. Pp. 8–9. 

 837 F. 3d 1358, reversed and remanded. 

THOMAS, J., delivered the opinion of the Court, in which ROBERTS, 
C. J., and KENNEDY, GINSBURG, ALITO, SOTOMAYOR, and KAGAN, JJ., 
joined. GORSUCH, J., filed a dissenting opinion, in which, BREYER, J., 
joined. 
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NOTICE: This opinion is subject to formal revision before publication in the
preliminary print of the United States Reports. Readers are requested to
notify the Reporter of Decisions, Supreme Court of the United States, Wash-
ington, D. C. 20543, of any typographical or other formal errors, in order
that corrections may be made before the preliminary print goes to press. 

SUPREME COURT OF THE UNITED STATES 

No. 16–1011 

WESTERNGECO LLC, PETITIONER v.
 
ION GEOPHYSICAL CORPORATION 


ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 

APPEALS FOR THE FEDERAL CIRCUIT
 

[June 22, 2018] 


JUSTICE THOMAS delivered the opinion of the Court. 
Under the Patent Act, a company can be liable for pa-

tent infringement if it ships components of a patented
invention overseas to be assembled there. See 35 U. S. C. 
§271(f)(2). A patent owner who proves infringement
under this provision is entitled to recover damages.  §284.
The question in this case is whether these statutes allow
the patent owner to recover for lost foreign profits.  We 
hold that they do. 

I 
The Patent Act gives patent owners a “civil action for

infringement.” §281.  Section 271 outlines several types 
of infringement. The general infringement provision,
§271(a), covers most infringements that occur “within the 
United States.” The subsection at issue in this case, 
§271(f), “expands the definition of infringement to include 
supplying from the United States a patented invention’s
components.” Microsoft Corp. v. AT&T Corp., 550 U. S. 
437, 444–445 (2007). It contains two provisions that 
“work in tandem” by addressing “different scenarios.” Life 
Technologies Corp. v. Promega Corp., 580 U. S. ___, ___ 
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(2017) (slip op., at 9). Section 271(f)(1) addresses the 
act of exporting a substantial portion of an invention’s 
components: 

“Whoever without authority supplies or causes to be 
supplied in or from the United States all or a substan-
tial portion of the components of a patented invention, 
where such components are uncombined in whole or
in part, in such manner as to actively induce the com-
bination of such components outside of the United 
States in a manner that would infringe the patent if 
such combination occurred within the United States, 
shall be liable as an infringer.” 

Section 271(f)(2), the provision at issue here, addresses 
the act of exporting components that are specially adapted
for an invention: 

“Whoever without authority supplies or causes to be 
supplied in or from the United States any component
of a patented invention that is especially made or es-
pecially adapted for use in the invention and not a
staple article or commodity of commerce suitable for
substantial noninfringing use, where such component
is uncombined in whole or in part, knowing that such 
component is so made or adapted and intending that 
such component will be combined outside of the United 
States in a manner that would infringe the patent if 
such combination occurred within the United States, 
shall be liable as an infringer.” 

Patent owners who prove infringement under §271 are 
entitled to relief under §284, which authorizes “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.” 

II 
Petitioner WesternGeco LLC owns four patents relating 
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to a system that it developed for surveying the ocean floor. 
The system uses lateral-steering technology to produce
higher quality data than previous survey systems.  Western-
Geco does not sell its technology or license it to compet- 
itors. Instead, it uses the technology itself, performing 
surveys for oil and gas companies.  For several years, 
WesternGeco was the only surveyor that used such
lateral-steering technology.

In late 2007, respondent ION Geophysical Corporation
began selling a competing system.  It manufactured the 
components for its competing system in the United States 
and then shipped them to companies abroad.  Those com-
panies combined the components to create a surveying
system indistinguishable from WesternGeco’s and used
the system to compete with WesternGeco.

WesternGeco sued for patent infringement under 
§§271(f)(1) and (f )(2).  At trial, WesternGeco proved that it 
had lost 10 specific survey contracts due to ION’s in-
fringement. The jury found ION liable and awarded
WesternGeco damages of $12.5 million in royalties and 
$93.4 million in lost profits. ION filed a post-trial motion 
to set aside the verdict, arguing that WesternGeco could
not recover damages for lost profits because §271(f) does 
not apply extraterritorially.  The District Court denied the 
motion. 953 F. Supp. 2d 731, 755–756 (SD Tex. 2013).

On appeal, the Court of Appeals for the Federal Circuit
reversed the award of lost-profits damages.  WesternGeco 
LLC v. ION Geophysical Corp., 791 F. 3d 1340, 1343 
(2015).1  The Federal Circuit had previously held that
§271(a), the general infringement provision, does not allow 
patent owners to recover for lost foreign sales.  See id., at 
1350–1351 (citing Power Integrations, Inc. v. Fairchild 

—————— 
1 The Federal Circuit held that ION was liable for infringement under 

§271(f )(2).  WesternGeco, 791 F. 3d, at 1347–1349.  It did not address 
whether ION was liable under §271(f )(1).  Id., at 1348. 
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Semiconductor Int’l, Inc., 711 F. 3d 1348 (CA Fed. 2013)). 
Section 271(f) should be interpreted the same way, the 
Federal Circuit reasoned, because it was “designed” to put
patent infringers “in a similar position.” WesternGeco, 791 
F. 3d, at 1351.  Judge Wallach dissented.  See id., at 1354– 
1364. WesternGeco petitioned for review in this Court. 
We granted the petition, vacated the Federal Circuit’s
judgment, and remanded for further consideration in light 
of our decision in Halo Electronics, Inc. v. Pulse Electron-
ics, Inc., 579 U. S. ___ (2016).  WesternGeco LLC v. ION 
Geophysical Corp., 579 U. S. ___ (2016).

On remand, the panel majority reinstated the portion of 
its decision regarding the extraterritoriality of §271(f).
837 F. 3d 1358, 1361, 1364 (CA Fed. 2016).  Judge Wallach
dissented again, id., at 1364–1369, and we granted certio-
rari again, 583 U. S. ___ (2018). We now reverse. 

III 
Courts presume that federal statutes “apply only within

the territorial jurisdiction of the United States.”  Foley 
Bros., Inc. v. Filardo, 336 U. S. 281, 285 (1949).  This 
principle, commonly called the presumption against extra-
territoriality, has deep roots. See A. Scalia & B. Garner, 
Reading Law: The Interpretation of Legal Texts §43, p.
268 (2012) (tracing it to the medieval maxim Statuta suo 
clauduntur territorio, nec ultra territorium disponunt); 
e.g., United States v. Palmer, 3 Wheat. 610, 631 (1818) 
(Marshall, C. J.) (“[G]eneral words must . . . be limited to 
cases within the jurisdiction of the state”). The presump-
tion rests on “the commonsense notion that Congress 
generally legislates with domestic concerns in mind.” 
Smith v. United States, 507 U. S. 197, 204, n. 5 (1993).
And it prevents “unintended clashes between our laws and
those of other nations which could result in international 
discord.” EEOC v. Arabian American Oil Co., 499 U. S. 
244, 248 (1991). 
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This Court has established a two-step framework for 
deciding questions of extraterritoriality.  The first step
asks “whether the presumption against extraterritoriality
has been rebutted.” RJR Nabisco, Inc. v. European Com-
munity, 579 U. S. ___, ___ (2016) (slip op., at 9).  It can be 
rebutted only if the text provides a “clear indication of an
extraterritorial application.” Morrison v. National Aus-
tralia Bank Ltd., 561 U. S. 247, 255 (2010).  If the pre-
sumption against extraterritoriality has not been rebut-
ted, the second step of our framework asks “whether the 
case involves a domestic application of the statute.”  RJR 
Nabisco, 579 U. S., at ___ (slip op., at 9).  Courts make this 
determination by identifying “the statute’s ‘focus’ ” and 
asking whether the conduct relevant to that focus occurred
in United States territory. Ibid.  If it did, then the case  
involves a permissible domestic application of the statute. 
See ibid. 

We resolve this case at step two. While “it will usually
be preferable” to begin with step one, courts have the 
discretion to begin at step two “in appropriate cases.”  See 
id., at ___, n. 5 (slip op., at 10, n. 5) (citing Pearson v. 
Callahan, 555 U. S. 223, 236–243 (2009)).  One reason to 
exercise that discretion is if addressing step one would 
require resolving “difficult questions” that do not change
“the outcome of the case,” but could have far-reaching
effects in future cases. See id., at 236–237. That is true 
here. WesternGeco argues that the presumption against 
extraterritoriality should never apply to statutes, such as
§284, that merely provide a general damages remedy for 
conduct that Congress has declared unlawful.  Resolving 
that question could implicate many other statutes besides
the Patent Act. We therefore exercise our discretion to 
forgo the first step of our extraterritoriality framework. 

A 
Under the second step of our framework, we must iden-
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tify “the statute’s ‘focus.’ ”  RJR Nabisco, supra, at ___ (slip
op., at 9).  The focus of a statute is “the objec[t] of [its] 
solicitude,” which can include the conduct it “seeks to 
‘regulate,’ ” as well as the parties and interests it “seeks to 
‘protec[t]’ ” or vindicate.  Morrison, supra, at 267 (quoting 
Superintendent of Ins. of N. Y. v. Bankers Life & Casualty 
Co., 404 U. S. 6, 12, 10 (1971)).  “If the conduct relevant to 
the statute’s focus occurred in the United States, then the 
case involves a permissible domestic application” of the 
statute, “even if other conduct occurred abroad.”  RJR 
Nabisco, 579 U. S., at ___ (slip op., at 9).  But if the rele-
vant conduct occurred in another country, “then the case
involves an impermissible extraterritorial application
regardless of any other conduct that occurred in U. S.
territory.” Ibid. 

When determining the focus of a statute, we do not
analyze the provision at issue in a vacuum. See Morrison, 
supra, at 267–269.  If the statutory provision at issue 
works in tandem with other provisions, it must be as-
sessed in concert with those other provisions.  Otherwise, 
it would be impossible to accurately determine whether
the application of the statute in the case is a “domestic
application.” RJR Nabisco, 579 U. S., at ___ (slip op., at 
9). And determining how the statute has actually been
applied is the whole point of the focus test.  See ibid. 

Applying these principles here, we conclude that the 
conduct relevant to the statutory focus in this case is 
domestic. We begin with §284.  It provides a general 
damages remedy for the various types of patent infringe-
ment identified in the Patent Act.  The portion of §284 at
issue here states that “the court shall award the claimant 
damages adequate to compensate for the infringement.” 
We conclude that “the infringement” is the focus of this 
statute. As this Court has explained, the “overriding
purpose” of §284 is to “affor[d] patent owners complete
compensation” for infringements.  General Motors Corp. v. 
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Devex Corp., 461 U. S. 648, 655 (1983).  “The question”
posed by the statute is “ ‘how much ha[s] the Patent Holder
. . . suffered by the infringement.’ ” Aro Mfg. Co. v. Con-
vertible Top Replacement Co., 377 U. S. 476, 507 (1964). 
Accordingly, the infringement is plainly the focus of §284.

But that observation does not fully resolve this case, as
the Patent Act identifies several ways that a patent can be 
infringed. See §271. To determine the focus of §284 in a
given case, we must look to the type of infringement that
occurred. We thus turn to §271(f)(2), which was the basis
for WesternGeco’s infringement claim and the lost-profits
damages that it received.2
 Section 271(f)(2) focuses on domestic conduct.  It pro-
vides that a company “shall be liable as an infringer” if it
“supplies” certain components of a patented invention “in
or from the United States” with the intent that they “will 
be combined outside of the United States in a manner that 
would infringe the patent if such combination occurred 
within the United States.”  The conduct that §271(f)(2) 
regulates—i.e., its focus—is the domestic act of 
“suppl[ying] in or from the United States.” As this Court 
has acknowledged, §271(f) vindicates domestic interests:
It “was a direct response to a gap in our patent law,” 
Microsoft Corp., 550 U. S., at 457, and “reach[es] compo-
nents that are manufactured in the United States but 
assembled overseas,” Life Technologies, 580 U. S., at ___ 
(slip op., at 11). As the Federal Circuit explained, 
§271(f)(2) protects against “domestic entities who export
components . . . from the United States.”  791 F. 3d, at 
1351. 

In sum, the focus of §284, in a case involving infringe-
ment under §271(f)(2), is on the act of exporting compo-
nents from the United States. In other words, the domes-

—————— 
2 Because the Federal Circuit did not address §271(f )(1), see n. 1, 

supra, we limit our analysis to §271(f )(2). 
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tic infringement is “the objec[t] of the statute’s solicitude” 
in this context. Morrison, 561 U. S., at 267.  The conduct 
in this case that is relevant to that focus clearly occurred
in the United States, as it was ION’s domestic act of sup-
plying the components that infringed WesternGeco’s pat-
ents. Thus, the lost-profits damages that were awarded
to WesternGeco were a domestic application of §284. 

B 
ION’s arguments to the contrary are not persuasive. 

ION contends that the statutory focus here is “self-
evidently on the award of damages.” Brief for Respondent
22. While §284 does authorize damages, what a statute
authorizes is not necessarily its focus.  Rather, the focus is 
“the objec[t] of the statute’s solicitude”—which can turn on
the “conduct,” “parties,” or interests that it regulates or 
protects. Morrison, supra, at 267.  Here, the damages
themselves are merely the means by which the statute
achieves its end of remedying infringements. Similarly, 
ION is mistaken to assert that this case involves an extra-
territorial application of §284 simply because “lost-profits
damages occurred extraterritorially, and foreign conduct 
subsequent to [ION’s] infringement was necessary to give
rise to the injury.” Brief for Respondent 22. Those over-
seas events were merely incidental to the infringement. 
In other words, they do not have “primacy” for purposes of 
the extraterritoriality analysis. Morrison, supra, at 267. 

ION also draws on the conclusion in RJR Nabisco that 
“RICO damages claims” based “entirely on injury suffered
abroad” involve an extraterritorial application of 18
U. S. C. §1964(c).  579 U. S., at ___ (slip op., at 27).  From 
this principle, ION extrapolates a general rule that dam-
ages awards for foreign injuries are always an extraterri-
torial application of a damages provision. This argument 
misreads RJR Nabisco. That portion of RJR Nabisco 
interpreted a substantive element of a cause of action, not 
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a remedial damages provision. See id., at ___ (slip op., at 
18). It explained that a plaintiff could not bring a damages
claim under §1964(c) unless he could prove that he was 
“ ‘injured in his business or property,’ ” which required 
proof of “a domestic injury.” Ibid.  Thus, RJR Nabisco was 
applying the presumption against extraterritoriality to 
interpret the scope of §1964(c)’s injury requirement; it did 
not make any statements about damages—a separate
legal concept.

Two of our colleagues contend that the Patent Act does 
not permit damages awards for lost foreign profits.  Post, 
at 1 (GORSUCH, J., joined by BREYER, J., dissenting). 
Their position wrongly conflates legal injury with the 
damages arising from that injury. See post, at 2–3.  And it 
is not the better reading of “the plain text of the Patent
Act.” Post, at 9.  Taken together, §271(f)(2) and §284
allow the patent owner to recover for lost foreign profits. 
Under §284, damages are “adequate” to compensate for 
infringement when they “plac[e] [the patent owner] in as 
good a position as he would have been in” if the patent had 
not been infringed.  General Motors Corp., supra, at 655. 
Specifically, a patent owner is entitled to recover “ ‘the 
difference between [its] pecuniary condition after the 
infringement, and what [its] condition would have been if 
the infringement had not occurred.’ ” Aro Mfg. Co., supra, 
at 507. This recovery can include lost profits.  See Yale 
Lock Mfg. Co. v. Sargent, 117 U. S. 536, 552–553 (1886).
And, as we hold today, it can include lost foreign profits
when the patent owner proves infringement under 
§271(f)(2).3 

* * * 
We hold that WesternGeco’s damages award for lost 

—————— 
3 In reaching this holding, we do not address the extent to which other

doctrines, such as proximate cause, could limit or preclude damages in
particular cases. 
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profits was a permissible domestic application of §284. 
The judgment of the Federal Circuit is reversed, and the 
case is remanded for further proceedings consistent with
this opinion. 

It is so ordered. 
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APPEALS FOR THE FEDERAL CIRCUIT 

[June 22, 2018] 

 JUSTICE GORSUCH, with whom JUSTICE BREYER joins, 
dissenting. 
 The Court holds that WesternGeco’s lost profits claim 
does not offend the judicially created presumption against 
the extraterritorial application of statutes.  With that 
much, I agree.  But I cannot subscribe to the Court’s fur-
ther holding that the terms of the Patent Act permit 
awards of this kind.  In my view the Act’s terms prohibit 
the lost profits sought in this case, whatever the general 
presumption against extraterritoriality applicable to all 
statutes might allow.  So while the Federal Circuit may 
have relied in part on a mistaken extraterritoriality anal-
ysis, I respectfully submit it reached the right result in 
concluding that the Patent Act forecloses WesternGeco’s 
claim for lost profits. 
 The reason is straightforward.  A U. S. patent provides a 
lawful monopoly over the manufacture, use, and sale of an 
invention within this country only.  Meanwhile, Western-
Geco seeks lost profits for uses of its invention beyond our 
borders.  Specifically, the company complains that it lost 
lucrative foreign surveying contracts because ION’s cus-
tomers used its invention overseas to steal that business.  
In measuring its damages, WesternGeco assumes it could 
have charged monopoly rents abroad premised on a U. S. 
patent that has no legal force there.  Permitting damages 

GORSUCH, J., dissenting 
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of this sort would effectively allow U. S. patent owners to 
use American courts to extend their monopolies to foreign 
markets.  That, in turn, would invite other countries to 
use their own patent laws and courts to assert control over 
our economy.  Nothing in the terms of the Patent Act 
supports that result and much militates against it. 
 Start with the key statutory language.  Under the Pa-
tent Act, a patent owner enjoys “the right to exclude oth-
ers from making, using, offering for sale, or selling the 
invention throughout the United States.”  35 U. S. C. 
§154(a)(1) (emphasis added).  Emphasizing the point, the 
Act proceeds to explain that to “infring[e] the patent” 
someone must “without authority mak[e], us[e], offe[r] to 
sell, or sel[l] [the] patented invention, within the United 
States.”  §271(a) (emphasis added).  So making, using, or 
selling a patented invention inside the United States 
invites a claim for infringement.  But those same acts 
outside the United States do not infringe a U. S. patent 
right. 
 These principles work their way into the statutory 
measure of damages too.  A patent owner who proves 
infringement is entitled to receive “damages adequate to 
compensate for the infringement.”  §284 (emphasis added).  
Because an infringement must occur within the United 
States, that means a plaintiff can recover damages for the 
making, using, or selling of its invention within the United 
States, but not for the making, using, or selling of its 
invention elsewhere. 
 What’s the upshot for our case?  The jury was free to 
award WesternGeco royalties for the infringing products 
ION produced in this country; indeed, ION has not chal-
lenged that award either here or before the Federal Cir-
cuit.  If ION’s infringement had cost WesternGeco sales in 
this country, it could have recovered for that harm too.  At 
the same time, WesternGeco is not entitled to lost profits 
caused by the use of its invention outside the United 

GORSUCH, J., dissenting 
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States.  That foreign conduct isn’t “infringement” and so 
under §284’s plain terms isn’t a proper basis for awarding 
“compensat[ion].”  No doubt WesternGeco thinks it unfair 
that its invention was used to compete against it overseas.  
But that’s simply not the kind of harm for which our pa-
tent laws provide compensation because a U. S. patent 
does not protect its owner from competition beyond our 
borders. 
 This Court’s precedents confirm what the statutory text 
indicates.  In Brown v. Duchesne, 19 How. 183 (1857), the 
Court considered whether the use of an American inven-
tion on the high seas could support a damages claim under 
the U. S. patent laws.  It said no.  The Court explained 
that “the use of [an invention] outside of the jurisdiction of 
the United States is not an infringement of [the patent 
owner’s] rights,” and so the patent owner “has no claim to 
any compensation for” that foreign use.  Id., at 195–196.  A 
defendant must “compensate the patentee,” the Court 
continued, only to the extent that it has “com[e] in compe-
tition with the [patent owner] where the [patent owner] 
was entitled to the exclusive use” of his invention—
namely, within the United States.  Id., at 196.  What held 
true there must hold true here.  ION must compensate 
WesternGeco for its intrusion on WesternGeco’s exclusive 
right to make, use, and sell its invention in the United 
States.  But WesternGeco “has no claim to any compensa-
tion for” noninfringing uses of its invention “outside of the 
jurisdiction of the United States.”  Id., at 195–196.1 

—————— 
1

 The Solicitor General disputes this reading of Duchesne.  In his 
view, the Court indicated that, if a defendant “committed domestic 
infringement” by making the invention in the United States, the patent 
owner would have been entitled to recover for any subsequent use of 
the invention, including “ ‘the use of this improvement . . . on the high 
seas.’ ”  Brief for United States as Amicus Curiae 17 (quoting Duchesne, 
19 How., at 196).  I am unpersuaded.  The Court proceeded to explain 
that the “only use” of the invention that might require compensation 

GORSUCH, J., dissenting 
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 Other precedents offer similar teachings.  In Birdsall v. 
Coolidge, 93 U. S. 64 (1876), the Court explained that 
damages are supposed to compensate a patent owner for 
“the unlawful acts of the defendant.”  Ibid.  To that end, 
the Court held, damages “shall be precisely commensurate 
with the injury suffered, neither more nor less.”  Ibid. 
(emphasis added).  It’s undisputed that the only injury 
WesternGeco suffered here came from ION’s infringing 
activity within the United States.  A damages award that 
sweeps much more broadly to cover third parties’ nonin-
fringing foreign uses can hardly be called “precisely com-
mensurate” with that injury. 
 This Court’s leading case on lost profit damages points 
the same way.  In Yale Lock Mfg. Co. v. Sargent, 117 U. S. 
536 (1886), the patent owner “availed himself of his exclu-
sive right by keeping his patent a monopoly” and selling 
the invention himself.  Id., at 552.  As damages for a com-
petitor’s infringement of the patent, the patent owner 
could recover “the difference between his pecuniary condi-
tion after the infringement, and what his condition would 
have been if the infringement had not occurred.”  Ibid.  
And that difference, the Court held, “is to be measured” by 
the additional profits the patent owner “would have real-
ized from such sales if the infringement had not interfered 
with such monopoly.”  Id., at 552–553.  So, again, the 
Court tied the measure of damages to the degree of inter-
ference with the patent owner’s exclusive right to make, 
use, and sell its invention.  And, again, that much is miss-
ing here because foreign uses of WesternGeco’s invention 

—————— 

was “in navigating the vessel into and out of [Boston] harbor, . . . while 
she was within the jurisdiction of the United States.”  Id., at 196 (em-
phasis added).  With respect to uses outside the United States, the 
Court made clear that “compensation” was unavailable.  Id., at 195–
196.  Tellingly, WesternGeco does not adopt the Solicitor General’s 
reading of Duchesne—or even cite the case. 

GORSUCH, J., dissenting 
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could not have interfered with its U. S. patent monopoly.2 
 You might wonder whether §271(f )(2) calls for a special 
exception to these general principles.  WesternGeco cer-
tainly thinks it does.  It’s true, too, that §271(f )(2) expressly 
refers to foreign conduct.  The statute says that some- 
one who exports a specialized component, “intending that 
[it] will be combined outside of the United States in a 
manner that would infringe the patent if such combination 
occurred within the United States, shall be liable as an 
infringer.”  From this language, you might wonder 
whether §271(f )(2) seeks to protect patent owners from 
the foreign conduct that occurred in this case. 
 It does not.  Section 271(f )(2) modifies the circumstances 
when the law will treat an invention as having been made 
within the United States.  It permits an infringement 
claim—and the damages that come with it—not only when 
someone produces the complete invention in this country 
for export, but also when someone exports key components 
of the invention for assembly aboard.  A person who ships 
components from the United States intending they be 
assembled across the border is “liable” to the patent owner 
for royalties and lost profits the same as if he made the 
entire invention here.  §271(f )(2).  But none of this changes 

—————— 
2

 WesternGeco claims this Court permitted recovery based on foreign 
sales of an invention in Manufacturing Co. v. Cowing, 105 U. S. 253 
(1882), but the Court never mentioned, much less decided, the issue.  It 
merely observed, in passing, that the only markets for the invention at 
issue were “the oil-producing regions of Pennsylvania and Canada.”  
Id., at 256.  The Court did not even say whether the Canada-bound 
products were actually sold in Canada (as opposed, say, to Canadian 
buyers in the United States).  Meanwhile, in Dowagiac Mfg. Co. v. 
Minnesota Moline Plow Co., 235 U. S. 641 (1915), the Court rejected 
“recovery of either profits or damages” for products sold in Canada.  Id., 
at 650.  And while it distinguished Cowing on the ground that the 
defendants there had made the infringing articles in the United States, 
that hardly elevated Cowing’s failure to address the foreign sales issue 
into a reasoned decision on the question. 

GORSUCH, J., dissenting 
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the bedrock rule that foreign uses of an invention (even an 
invention made in this country) do not infringe a U. S. 
patent.  Nor could it.  For after §271(f )(2)’s adoption, as 
before, patent rights exclude others from making, using, 
and selling an invention only “throughout the United 
States.”  §154(a)(1). 
 The history of the statute underscores the point.  In 
Deepsouth Packing Co. v. Laitram Corp., 406 U. S. 518 
(1972), the Court held that a defendant did not “make” an 
invention within the United States when it produced the 
invention’s components here but sold them to foreign 
buyers for final assembly abroad.  Id., at 527–528.  The 
Court recognized that, if the defendant had assembled the 
parts in this country and then sold them to the foreign 
buyers, it would have unlawfully made and sold the inven-
tion within the United States.  Id., at 527.  But because 
what it made and sold in this country “fell short” of the 
complete invention, the Court held, the patent laws did 
not prohibit its conduct.  Ibid.  The dissent, by contrast, 
argued that for all practical purposes the invention “was 
made in the United States” since “everything was accom-
plished in this country except putting the pieces together.”  
Id., at 533 (opinion of Blackmun, J.).  Apparently Congress 
agreed, for it then added §271(f )(2) and made clear that 
someone who almost makes an invention in this country 
may be held liable as if he made the complete invention in 
this country.  As the Solicitor General has explained, the 
new statute “effectively treat[ed] the domestic supply of 
the components of a patented invention for assembly 
abroad as tantamount to the domestic manufacture of the 
completed invention for export.”  Brief for United States as 
Amicus Curiae 22 (emphasis added).  Section 271(f )(2) 
thus expands what qualifies as making an invention in 
this country but does nothing to suggest that U. S. patents 
protect against—much less guarantee compensation for—
uses abroad. 

GORSUCH, J., dissenting 
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 Any suggestion that §271(f )(2) provides protection 
against foreign uses would also invite anomalous results.  
It would allow greater recovery when a defendant exports 
a component of an invention in violation of §271(f )(2) than 
when a defendant exports the entire invention in violation 
of §271(a).  And it would threaten to “ ‘conver[t] a single 
act of supply from the United States into a springboard for 
liability.’ ”  Microsoft Corp. v. AT&T Corp., 550 U. S. 437, 
456 (2007).  Here, for example, supplying a single infring-
ing product from the United States would make ION 
responsible for any foreseeable harm its customers cause 
by using the product to compete against WesternGeco 
worldwide, even though WesternGeco’s U. S. patent 
doesn’t protect it from such competition.  It’s some spring-
board, too.  The harm flowing from foreign uses in this 
case appears to outstrip wildly the harm inflicted by ION’s 
domestic production: the jury awarded $93.4 million in 
lost profits from uses in 10 foreign surveys but only $12.5 
million in royalties for 2,500 U. S.-made products. 
 Even more dramatic examples are not hard to imagine.  
Suppose a company develops a prototype microchip in a 
U. S. lab with the intention of manufacturing and selling 
the chip in a foreign country as part of a new smartphone.  
Suppose too that the chip infringes a U. S. patent and that 
the patent owner sells its own phone with its own chip 
overseas.  Under the terms of the Patent Act, the developer 
commits an act of infringement by creating the proto- 
type here, but the additional chips it makes and sells 
outside the United States do not qualify as infringement.  
Under WesternGeco’s approach, however, the patent 
owner could recover any profits it lost to that foreign 
competition—or even three times as much, see §284—
effectively giving the patent owner a monopoly over for-
eign markets through its U. S. patent.  That’s a very odd 
role for U. S. patent law to play in foreign markets, as 
“foreign law alone, not United States law,” is supposed to 

GORSUCH, J., dissenting 
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govern the manufacture, use, and sale “of patented inven-
tions in foreign countries.”  Microsoft, supra, at 456. 
 Worse yet, the tables easily could be turned.  If our 
courts award compensation to U. S. patent owners for 
foreign uses where our patents don’t run, what happens 
when foreign courts return the favor?  Suppose our hypo-
thetical microchip developer infringed a foreign patent in 
the course of developing its new chip abroad, but then 
mass produced and sold the chip in the United States.  A 
foreign court might reasonably hold the U. S. company 
liable for infringing the foreign patent in the foreign coun-
try.  But if it followed WesternGeco’s theory, the court 
might then award monopoly rent damages reflecting a 
right to control the market for the chip in this country—
even though the foreign patent lacks any legal force here.  
It is doubtful Congress would accept that kind of foreign 
“control over our markets.”  Deepsouth, supra, at 531.  And 
principles of comity counsel against an interpretation of 
our patent laws that would interfere so dramatically with 
the rights of other nations to regulate their own econo-
mies.  While Congress may seek to extend U. S. patent 
rights beyond our borders if it chooses, cf. §105 (address-
ing inventions made, used, and sold in outer space), noth-
ing in the Patent Act fairly suggests that it has taken that 
step here. 
 Today’s decision unfortunately forecloses further consid-
eration of these points.  Although its opinion focuses al-
most entirely on why the presumption against extraterri-
toriality applicable to all statutes does not forbid the 
damages sought here, the Court asserts in a few cursory 
sentences that the Patent Act by its terms allows recovery 
for foreign uses in cases like this.  See ante, at 9.  In doing 
so, the Court does not address the textual or doctrinal 
analysis offered here.  It does not explain why “damages 
adequate to compensate for the infringement” should 
include damages for harm from noninfringing uses.  §284 

GORSUCH, J., dissenting 
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(emphasis added).  It does not try to reconcile its holding 
with the teachings of Duchesne, Birdsall, and Yale Lock.  
And it ignores Microsoft’s admonition that §271(f )(2) 
should not be read to create springboards for liability 
based on foreign conduct.  Instead, the Court relies on two 
cases that do not come close to supporting its broad hold-
ing.  In General Motors Corp. v. Devex Corp., 461 U. S. 648 
(1983), the Court held that prejudgment interest should 
normally be awarded so as to place the patent owner “in as 
good a position as [it] would have been in had the in- 
fringer” not infringed.  Id., at 655.  Allowing recovery for for- 
eign uses, however, puts the patent owner in a better 
position than it was before by allowing it to demand mo-
nopoly rents outside the United States as well as within.  
In Aro Mfg. Co. v. Convertible Top Replacement Co., 377 
U. S. 476 (1964), meanwhile, the Court simply applied 
Yale Lock’s rule that a patent owner may recover “ ‘the 
difference between his pecuniary condition after the in-
fringement, and what his condition would have been if the 
infringement had not occurred.’ ”  Id., at 507 (quoting Yale 
Lock, 117 U. S., at 552).  As we’ve seen, that test seeks to 
measure the interference with the patent owner’s lawful 
monopoly over U. S. markets alone. 
 By failing to heed the plain text of the Patent Act and 
the lessons of our precedents, the Court ends up assuming 
that patent damages run (literally) to the ends of the 
earth.  It allows U. S. patent owners to extend their patent 
monopolies far beyond anything Congress has authorized 
and shields them from foreign competition U. S. patents 
were never meant to reach.  Because I cannot agree that 
the Patent Act requires that result, I respectfully dissent. 

GORSUCH, J., dissenting 



 

United States Court of Appeals 
for the Federal Circuit 

______________________ 
 

AATRIX SOFTWARE, INC., 
Plaintiff-Appellant 

 
v. 
 

GREEN SHADES SOFTWARE, INC., 
Defendant-Appellee 

______________________ 
 

2017-1452 
______________________ 

 
Appeal from the United States District Court for the 

Middle District of Florida in No. 3:15-cv-00164-HES-
MCR, Senior Judge Harvey E. Schlesinger. 

______________________ 
 

Decided:  February 14, 2018 
______________________ 

 
  JOHN BENTLEY LUNSETH, II, Briggs & Morgan, PA, 
Minneapolis, MN, argued for plaintiff-appellant. 
 
 JOSEPH W. BAIN, Shutts & Bowen LLP, West Palm 
Beach, FL, argued for defendant-appellee. Also represent-
ed by HAROLD TIMOTHY GILLIS, Jacksonville, FL. 

______________________ 
 

Before MOORE, REYNA, and TARANTO, Circuit Judges. 

 



   AATRIX SOFTWARE, INC. v. GREEN SHADES SOFTWARE, INC. 2 

Opinion for the court filed by Circuit Judge MOORE. 
Opinion concurring-in-part, dissenting-in-part filed by 

Circuit Judge REYNA. 
MOORE, Circuit Judge. 

Aatrix Software, Inc. (“Aatrix”) appeals the United 
States District Court for the Middle District of Florida’s 
dismissal under Rule 12(b)(6), in which the district court 
held claims 1, 2, and 22 of U.S. Patent No. 7,171,615 
(“’615 patent”) and claims 1, 13, and 17 of U.S. Patent No. 
8,984,393 (“’393 patent”) invalid as directed to ineligible 
subject matter under 35 U.S.C. § 101.  Aatrix also appeals 
the district court’s denial of its motion for leave to file a 
second amended complaint.  We vacate the district court’s 
grant of the motion to dismiss, reverse its denial of 
Aatrix’s motion for leave to file a second amended com-
plaint, and remand for further proceedings.   

BACKGROUND 
The ’615 and the ’393 patents have essentially the 

same specification and are directed to systems and meth-
ods for designing, creating, and importing data into a 
viewable form on a computer so that a user can manipu-
late the form data and create viewable forms and reports.  
’615 patent at Abstract.  The preferred embodiment in the 
specification describes a data processing system, which 
has three main components: a form file, a data file, and a 
viewer.  Id. at 3:4–31, Fig. 1.  The form file is created 
using in-house form development tools and is designed to 
model the physical characteristics of an existing form, 
including the calculations and rule conditions required to 
fill in the form.  Id. at 3:5–14.  The data file, referred to as 
the Aatrix Universal File (“AUF”), allows data from third-
party applications to be “seamlessly imported” into the 
form file program to populate the form fields.  Id. at 3:14–
22.  The viewer generates a report by merging the data in 
the AUF file with the fields in the form file, performing 
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calculations on the data, and allowing the user to review 
and change the field values.  Id. at 3:24–31.  Claim 1 of 
the ’615 patent is representative (emphases added): 

1. A data processing system for designing, creat-
ing, and importing data into, a viewable form 
viewable by the user of the data processing sys-
tem, comprising: 

(a) a form file that models the physical 
representation of an original paper form 
and establishes the calculations and rule 
conditions required to fill in the viewable 
form; 
(b) a form file creation program that im-
ports a background image from an original 
form, allows a user to adjust and test-
print the background image and compare 
the alignment of the original form to the 
background test-print, and creates the 
form file; 
(c) a data file containing data from a user 
application for populating the viewable 
form; and 
(d) a form viewer program operating on 
the form file and the data file, to perform 
calculations, allow the user of the data 
processing system to review and change 
the data, and create viewable forms and 
reports. 

Aatrix sued Green Shades Software, Inc. (“Green 
Shades”) for infringement of the ’615 and ’393 patents.  
Green Shades moved to dismiss the complaint under Rule 
12(b)(6).  It argued all claims in the asserted patents were 
ineligible under § 101.  Aatrix argued the motion should 
be denied “to permit claim construction to go forward and 
for the [district court] to acquaint itself with the actual 
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inventions.”  J.A. 198; see also J.A. 5, 204.  Aatrix also 
filed declarations discussing the claimed invention, which 
the district court did not consider in its analysis.   

The district court granted Green Shades’ motion and 
held every claim ineligible under § 101.  J.A. 33 (holding 
“the ’615 and ’393 Patents to be drawn to ineligible sub-
ject matter”).  Though not argued by the parties, the 
district court concluded claim 1 is not directed to any 
tangible embodiment and therefore not directed to eligible 
subject matter under § 101.  The district court applied the 
Alice/Mayo two-step analysis to the remaining claims at 
issue.  The court held that ’615 patent claim 2 is directed 
to the abstract idea of “collecting, organizing, and per-
forming calculations on data to fill out forms: a funda-
mental human activity that can be performed using a pen 
and paper.”  J.A. 23.  It found that the claim elements do 
not supply an inventive concept.  It concluded ’615 patent 
claim 22 and ’393 patent claims 1, 13, and 17 are substan-
tively the same as ’615 patent claim 2 and similarly 
directed to abstract ideas without inventive concepts.     
 Aatrix moved to modify and vacate the judgment, for 
reconsideration, and for leave to amend the complaint.  It 
sought reconsideration of the district court’s tangible 
embodiment analysis and leave to file a second amended 
complaint that it argued supplied additional allegations 
and evidence that would have precluded a dismissal 
under § 101 at the Rule 12(b)(6) stage.  The district court 
denied these motions, stating that “[u]pon consideration 
of the filings and the relevant case law, the [district court] 
sees no reason to reconsider its prior determination.  
Accordingly, [Aatrix’s] motions will be denied.”  J.A. 34. 

Aatrix timely appealed.  We have jurisdiction under 
28 U.S.C. § 1295(a). 
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DISCUSSION 
I. 

“We review a district court’s dismissal for failure to 
state a claim under the law of the regional circuit.”  
Content Extraction & Transmission LLC v. Wells Fargo 
Bank, Nat’l Ass’n, 776 F.3d 1343, 1346 (Fed. Cir. 2014).  
The Eleventh Circuit reviews the grant of Rule 12(b)(6) 
motions de novo, accepting as true the complaint’s factual 
allegations and construing them in the light most favora-
ble to the plaintiff.  Speaker v. U.S. Dep’t of Health & 
Human Servs. Ctrs. for Disease Control & Prevention, 623 
F.3d 1371, 1379 (11th Cir. 2010).   

We have held that patent eligibility can be deter-
mined at the Rule 12(b)(6) stage.  See, e.g., Genetic Techs. 
Ltd. v. Merial L.L.C., 818 F.3d 1369, 1373 (Fed. Cir. 
2016); Content Extraction, 776 F.3d at 1346, 1351.  This is 
true only when there are no factual allegations that, 
taken as true, prevent resolving the eligibility question as 
a matter of law.  Indeed, we have explained that “plausi-
ble factual allegations may preclude dismissing a case 
under § 101 where, for example, ‘nothing on th[e] rec-
ord . . . refutes those allegations as a matter of law or 
justifies dismissal under Rule 12(b)(6).’”  FairWarning IP, 
LLC v. Iatric Sys., Inc., 839 F.3d 1089, 1097 (Fed. Cir. 
2016) (quoting BASCOM Glob. Internet Servs., Inc. v. 
AT&T Mobility LLC, 827 F.3d 1341, 1352 (Fed. Cir. 
2016)).  If there are claim construction disputes at the 
Rule 12(b)(6) stage, we have held that either the court 
must proceed by adopting the non-moving party’s con-
structions, BASCOM, 827 F.3d at 1352; Content Extrac-
tion, 776 F.3d at 1349, or the court must resolve the 
disputes to whatever extent is needed to conduct the § 101 
analysis, which may well be less than a full, formal claim 
construction.  Genetic Techs., 818 F.3d at 1373.   

This is not a case where patent ineligibility was 
properly adjudicated with finality at the Rule 12(b)(6) 
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stage.  The district court erred to the extent it determined 
that claim 1 of the ’615 patent is ineligible because it is 
not directed to a tangible embodiment.  The district court 
granted this Rule 12(b)(6) motion without claim construc-
tion.  We have some doubt about the propriety of doing so 
in this case, but need not reach that issue because it did 
err when it denied leave to amend without claim construc-
tion and in the face of factual allegations, spelled out in 
the proposed second amended complaint, that, if accepted 
as true, establish that the claimed combination contains 
inventive components and improves the workings of the 
computer.   

As a preliminary matter, the district court erred to 
the extent it held that claim 1 of the ’615 patent is ineligi-
ble solely because it is directed to an intangible embodi-
ment.  We have held that claims to pure data and claims 
to transitory signals embedded with data are directed to 
ineligible subject matter under § 101.  Digitech Image 
Techs., LLC v. Elecs. for Imaging, Inc., 758 F.3d 1344, 
1348–50 (Fed. Cir. 2014); In re Nuijten, 500 F.3d 1346, 
1353–57 (Fed. Cir. 2007).  But the rationale of those 
decisions—failure of the claimed matter to come within 
any of the four statutory categories: process, machine, 
manufacture, composition of matter—does not apply here.  
It remains true after Alice Corp. Pty. v. CLS Bank Inter-
national, 134 S. Ct. 2347 (2014), that “[a] § 101 analysis 
begins by identifying whether an invention fits within one 
of the four statutorily provided categories of patent-
eligible subject matter.”  Ultramercial, Inc. v. Hulu, LLC, 
772 F.3d 709, 713–14 (Fed. Cir. 2014) (post-Alice); Dig-
itech, 758 F.3d at 1348–50 (post-Alice).  Claim 1 of the 
’615 patent meets that requirement.  Like many claims 
that focus on software innovations, it is a system claim.  It 
claims a data processing system which clearly requires a 
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computer operating software, a means for viewing and 
changing data, and a means for viewing forms and re-
ports.  This is very much a tangible system.1  The district 
court erred in holding claim 1 ineligible because it was 
directed to intangible matter and should have instead 
performed an Alice/Mayo analysis of claim 1.   

The district court did perform an Alice/Mayo analysis 
on the remaining claims and dismissed pursuant to Rule 
12(b)(6), concluding that the claims are ineligible.  The 
subsequent refusal to permit an amended complaint was 
erroneous because at that stage there certainly were 
allegations of fact that, if Aatrix’s position were accepted, 
would preclude the dismissal. 

The district court denied, without explanation, 
Aatrix’s motion to amend its complaint.  The Eleventh 
Circuit reviews a district court’s denial of leave to amend 
for abuse of discretion.  Mann v. Palmer, 713 F.3d 1306, 
1316 (11th Cir. 2013).  A district court should freely give 
leave to amend a complaint “when justice so requires.”  
Fed. R. Civ. P. 15(a)(2); see Perez v. Wells Fargo N.A., 774 
F.3d 1329, 1340 (11th Cir. 2014).  A district court may 

                                            
1  The district court recognized that claims drawn to 

a computer system are not intangible elsewhere in its 
analysis.  In assessing dependent claim 2 of the ’615 
patent, the district court noted that it is directed to a 
tangible embodiment because it adds a client computer 
and server computer limitation to the data processing 
system of claim 1.  It then explained that claim 2 “de-
scribes the structural components and functional limita-
tions of said components of a data processing system (i.e., 
software program) on generic computers.”  J.A. 22 (em-
phasis added); see also J.A. 24.  It failed, however, to 
appreciate that claim 1 is similarly directed to a data 
processing system. 
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deny a motion to amend on numerous grounds such as 
“undue delay, undue prejudice to the defendants, and 
futility of the amendment.”  Mann, 713 F.3d at 1316; see 
also Perez, 774 F.3d at 1340–41 (listing other factors).  
The Eleventh Circuit reviews de novo a district court’s 
denial of leave to amend for futility.  Mann, 713 F.3d at 
1316.  A justification for denying leave to amend may be 
declared or apparent from the record.  See Garfield v. 
NDC Health Corp., 466 F.3d 1255, 1270 (11th Cir. 2006) 
(citing Foman v. Davis, 371 U.S. 178, 182 (1962)). 

In this case, the district court denied Aatrix’s motions 
stating in full that “[u]pon consideration of the filings and 
the relevant case law, the Court sees no reason to recon-
sider its prior determination.”  J.A. 34.  The district court 
gave no reason for its denial of Aatrix’s motion to amend, 
and this is not a case where the record contains “ample 
and obvious grounds for denying leave to amend.”  Rhodes 
v. Amarillo Hosp. Dist., 654 F.2d 1148, 1154 (5th Cir. 
1981).2  Indeed, the only argument Green Shades makes 
on appeal is that the amendment would be futile because 
the claims “at issue are invalid on their face and a more 
carefully drafted complaint would do nothing to alter” 
their validity.  Appellee’s Br. 4, 12.  We do not agree.   

The proposed second amended complaint contains al-
legations that, taken as true, would directly affect the 
district court’s patent eligibility analysis.  These allega-
tions at a minimum raise factual disputes underlying the 
§ 101 analysis, such as whether the claim term “data file” 
constitutes an inventive concept, alone or in combination 
with other elements, sufficient to survive an Alice/Mayo 

                                            
2  The Eleventh Circuit adopted as binding prece-

dent all decisions of the former Fifth Circuit handed down 
before October 1, 1981.  Bonner v. City of Prichard, Ala., 
661 F.2d 1206, 1209 (11th Cir. 1981) (en banc). 
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analysis at the Rule 12(b)(6) stage.  Alice/Mayo step two 
requires that we consider whether the claims contain “an 
‘inventive concept’ sufficient to ‘transform’ the claimed 
abstract idea into a patent-eligible application.”  Alice, 
134 S. Ct. at 2357 (quoting Mayo Collaborative Servs. v. 
Prometheus Labs., Inc., 566 U.S. 66, 72, 79 (2012)).  We 
have held that patentees who adequately allege their 
claims contain inventive concepts survive a § 101 eligibil-
ity analysis under Rule 12(b)(6).  See, e.g., BASCOM, 827 
F.3d at 1352 (so holding after analysis of allegations).  
Here, allowing Aatrix to file the proposed amended com-
plaint, which alleges facts directed to the inventive con-
cepts in its claimed invention, would not be futile.  See 
FairWarning IP, 839 F.3d at 1097.   

Aatrix’s proposed second amended complaint supplies 
numerous allegations related to the inventive concepts 
present in the claimed form file technology.  It describes 
the development of the patented invention, including the 
problems present in prior art computerized form file 
creation.  J.A. 418–33.  It then presents specific allega-
tions directed to “improvements and problems solved by 
the Aatrix patented inventions.”  J.A. 454–57 (emphasis 
removed).  As directed to the claimed data file, for exam-
ple, the proposed second amended complaint alleges: 

The inventions claimed in the Aatrix Patents al-
low data to be imported into the viewable elec-
tronic form from outside applications.  Prior art 
forms solutions allowed data to be extracted only 
from widely available databases with published 
database schemas, not the proprietary data struc-
tures of application software.  The inventions of 
the Aatrix Patents allowed data to be imported 
from an end user application without needing to 
know proprietary database schemas and without 
having to custom program the form files to work 
with each outside application.  The inventions of 
the Aatrix Patents permit data to be retrieved 
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from a user application and inserted into a form, 
eliminating the need for hand typing in the values 
and eliminating the risk of transcription error. 

J.A. 455 ¶ 109; see also J.A. 431–32 ¶¶ 43–46 (describing 
the development and success of the claimed data file 
despite the difficulty in obtaining data from other soft-
ware vendors given proprietary data structures).  These 
allegations about the claimed data file claim that the data 
file is directed to an improvement in importing data from 
third-party software applications. 

The complaint also alleges that “[t]his invention in-
creased the efficiencies of computers processing tax 
forms.”  J.A. 429 ¶ 39.  The complaint alleges that the 
claimed invention “saved storage space both in the users’ 
computers’ RAM (Random Access Memory, which is fast, 
short-term storage used by running programs) and hard 
disk (permanent slower storage used for files and pro-
grams when not running).”  J.A. 429 ¶ 38.  The claimed 
invention, according to the complaint, reduces the risk of 
“thrashing,” a condition which slowed down prior art 
systems.  J.A. 429–30 ¶ 39.  The complaint alleges that 
the claimed software uses less memory, results in faster 
processing speed, and reduces the risk of thrashing which 
makes the computer process forms more efficiently.  J.A. 
429 ¶ 39.  These allegations suggest that the claimed 
invention is directed to an improvement in the computer 
technology itself and not directed to generic components 
performing conventional activities.  We have repeatedly 
held that inventions which are directed to improvements 
in the functioning and operation of the computer are 
patent eligible.  See, e.g., Visual Memory LLC v. NVIDIA 
Corp., 867 F.3d 1253, 1258–59 (Fed. Cir. 2017); Amdocs 
(Israel) Ltd. v. Openet Telecom, Inc., 841 F.3d 1288, 1300–
02 (Fed. Cir. 2016); Enfish, LLC v. Microsoft Corp., 822 
F.3d 1327, 1336 (Fed. Cir. 2016); see also DDR Holdings, 
LLC v. Hotels.com, L.P., 773 F.3d 1245, 1257 (Fed. Cir. 
2014).  Viewed in favor of Aatrix, as the district court 
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must at the Rule 12(b)(6) stage, the complaint alleges that 
the claimed combination improves the functioning and 
operation of the computer itself.  These allegations, if 
accepted as true, contradict the district court’s conclusion 
that the claimed combination was conventional or routine.  
J.A. 26.  Therefore, it was an abuse of discretion for the 
district court to deny leave to amend.  

While the ultimate determination of eligibility under 
§ 101 is a question of law, like many legal questions, there 
can be subsidiary fact questions which must be resolved 
en route to the ultimate legal determination.  Relevant to 
this case, the second step of the Alice/Mayo test requires 
examining “the elements of the claim to determine 
whether it contains an ‘inventive concept’ sufficient to 
‘transform’ the claimed abstract idea into a patent-eligible 
application.”  Alice, 134 S. Ct. at 2357 (quoting Mayo, 566 
U.S. at 72, 79).  If the elements involve “well-understood, 
routine, [and] conventional activity previously engaged in 
by researchers in the field,” Mayo, 566 U.S. at 73, they do 
not constitute an “inventive concept.”  We have explained 
that the second step of the Alice/Mayo test is satisfied 
when the claim limitations “involve more than perfor-
mance of ‘well-understood, routine, [and] conventional 
activities previously known to the industry.’”  Content 
Extraction, 776 F.3d at 1347–48 (quoting Alice, 134 S. Ct. 
at 2359); see also Affinity Labs of Tex., LLC v. DIRECTV, 
LLC, 838 F.3d 1253, 1262 (Fed. Cir. 2016) (holding that 
the features constituting the inventive concept in step two 
of Alice/Mayo “must be more than ‘well-understood, 
routine, conventional activity’” (quoting Mayo, 566 U.S. at 
79–80)); Intellectual Ventures I LLC v. Erie Indem. Co., 
850 F.3d 1315, 1328 (Fed. Cir. 2017) (same); BASCOM, 
827 F.3d at 1350 (“[I]t is of course now standard for a 
§ 101 inquiry to consider whether various claim elements 
simply recite ‘well-understood, routine, conventional 
activit[ies].’” (quoting Alice, 134 S. Ct. at 2359)).  Whether 
the claim elements or the claimed combination are well-
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understood, routine, conventional is a question of fact.  
And in this case, that question cannot be answered ad-
versely to the patentee based on the sources properly 
considered on a motion to dismiss, such as the complaint, 
the patent, and materials subject to judicial notice. 

There are concrete allegations in the second amended 
complaint that individual elements and the claimed 
combination are not well-understood, routine, or conven-
tional activity.  There are also concrete allegations re-
garding the claimed combination’s improvement to the 
functioning of the computer.  We have been shown no 
proper basis for rejecting those allegations as a factual 
matter. 

  Below, even on the motion to dismiss, Aatrix argued 
the district court should have held claim construction 
proceedings to obtain a full understanding of the claims 
prior to granting Green Shades’ motion to dismiss.  It 
argued the claims are directed to specific structures 
defined in the claim language.  On the other hand, Aatrix 
did not clearly explain which claim terms required con-
struction or propose a construction of any particular term.  
We need not decide whether it was proper on that record 
for the court to grant the motion to dismiss without claim 
construction: the need for claim construction might be 
apparent just from the claim terms themselves, to arrive 
at “a full understanding of the basic character of the 
claimed subject matter.”  Bancorp Servs., L.L.C. v. Sun 
Life Assur. Co. of Canada (U.S.), 687 F.3d 1266, 1273–74 
(Fed. Cir. 2012).  We conclude that Aatrix is entitled to 
file its proposed second amended complaint, and that 
ruling makes it unnecessary to decide whether the district 
court erred by ruling on the § 101 motion prior to claim 
construction. The briefing and argument on appeal 
demonstrate a need for claim construction, to be conduct-
ed on remand after the amended complaint is filed. 
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On appeal, Aatrix argues, for example, that the 
claimed “data file” imports data from third-party applica-
tions into a viewable electronic form without program-
ming each form file to work with each third-party 
application, which improves interoperability with third-
party software.  Aatrix cites the specification as support 
for its argument that the claimed data file contains an 
inventive concept directed to improved importation of 
data and interoperability with third-party software.  It 
explains that through the data file, “data from the vendor 
application is seamlessly imported into the program” and 
the data file imports “only the data for a selected report-
ing period based on the guidelines programmed into the 
forms.”  ’615 patent at 3:14–19; 10:59–67; see also id. at 
12:21–24 (“By examining the data requirements for a 
form, the vendor application can determine what data it 
should supply in the AUF to correctly fill in as much of 
the form as possible.”).  The specification describes the 
structure of the data file, including the “forms index file” 
that “provides the vendor application with information on 
the forms available to the program.”  Id. at 9:46–60; see 
id. at 9:45–12:24.  It explains that “allow[ing] data to be 
imported into the viewable electronic form from outside 
applications” is a “principal object and advantage of the 
present invention.”  Id. at 2:46–48; see also id. at 5:1–6 
(“In its preferred embodiment, the main program 800 
pulls information from the user’s payroll or accounting 
application’s export file, thus filling in 900 certain infor-
mation on the form without the user having to type it in.  
With the export file, a lot of information that would 
normally have to be manually filled in is tagged for popu-
lating fields.”).  Green Shades argues that this purported 
improvement in importation of data is in fact a routine 
and conventional use of a computer, however, at oral 
argument, Green Shades conceded that nothing in the 
specification describes this importation of data as conven-
tional.  Oral Arg. at 34:34–35:53.   
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In assessing the claims under Alice/Mayo step two, 
the district court found that the claimed “data file con-
taining data from a user application for populating the 
viewable form” describes “a ‘well understood’ and ‘routine’ 
component and function of a computer.”  J.A. 26.  The 
district court supplied no reasoning or evidence for its 
finding that the claimed data file “describes a ‘well under-
stood’ and ‘routine’ component and function of a comput-
er,” J.A. 26, nor is there any in the record at this stage of 
the proceedings.    

At least since the proposal of the second amended 
complaint, and perhaps even before, allegations as to facts 
and the proper construction of the claims have precluded 
the court’s conclusion that the claimed “data file” is “a 
‘well understood’ and ‘routine’ component and function of 
a computer.”  J.A. 26.  The “data file” limitation may 
reflect, as Aatrix argues, an improvement in the importa-
tion of data from third-party software applications.  Cf. 
Enfish, 822 F.3d at 1337 (“Here, the claims are not simply 
directed to any form of storing tabular data, but instead 
are specifically directed to a self-referential table for a 
computer database.”).  In light of the allegations made by 
Aatrix, the district court could not conclude at the Rule 
12(b)(6) stage that the claimed elements were well-
understood, routine, or conventional.  Cf. Affinity Labs of 
Tex., LLC v. Amazon.com Inc., 838 F.3d 1266, 1270 (Fed. 
Cir. 2016) (rejecting criticism of conclusion that the claims 
recited “routine and generic processing and storing capa-
bilities of computers generally” where it was not suggest-
ed those elements were new or inventive); Content 
Extraction, 776 F.3d at 1347 (noting the concept of “data 
collection, recognition, and storage is undisputedly well-
known” (emphasis added)).  Thus, allowing Aatrix to file 
the proposed amended complaint would not have been 
futile.   

We vacate the district court’s dismissal pursuant to 
Rule 12(b)(6).  There are factual allegations in the second 
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amended complaint, which when accepted as true, pre-
vent dismissal pursuant to Rule 12(b)(6).  Nothing in this 
opinion should be viewed as going beyond the Rule 
12(b)(6) stage.  Summary judgment, for example, involves 
different standards than Rule 12(b)(6).  On remand, the 
district court should resolve, as necessary, claim construc-
tion issues.   

CONCLUSION 
For the foregoing reasons we vacate the district 

court’s dismissal under Rule 12(b)(6) and reverse its 
denial of Aatrix’s motion for leave to file a second amend-
ed complaint.   

REVERSED-IN-PART, VACATED-IN-PART, AND 
REMANDED 
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REYNA, Circuit Judge, concurring-in-part, dissenting-in-
part. 

I concur with the majority’s decision to vacate and 
remand to the district court on the motion to dismiss.  
Like the majority, I find that the district court erred in its 
conclusion that Claim 1 of the ’615 patent was directed to 
an abstract idea because the patent lacked a “tangible 
embodiment.”  I believe that the “tangible embodiment” 
requirement imposed by the district court also underlined 
its decision to deny Aatrix’s motion for leave to file a 
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Second Amended Complaint.1  Therefore, I would vacate 
and remand on the motion for leave to file a Second 
Amended Complaint as well.  As a court, we should have 
decided on this issue alone.  

I respectfully disagree with the majority’s broad 
statements on the role of factual evidence in a § 101 
inquiry.  Our precedent is clear that the § 101 inquiry is a 
legal question.  See Intellectual Ventures I LLC v. Capital 
One Fin. Corp., 850 F.3d 1332, 1338 (Fed. Cir. 2017).  In a 
manner contrary to that standard, the majority opinion 
attempts to shoehorn a significant factual component into 
the Alice § 101 analysis.  The problem here is twofold.   

First, the majority opinion attempts to shift the char-
acter of the § 101 inquiry from a legal question to a pre-
dominately factual inquiry.  The risk of this approach is 
that it opens the door in both steps of the Alice inquiry for 
the introduction of an inexhaustible array of extrinsic 
evidence, such as prior art, publications, other patents, 
and expert opinion.2  Similarly, the majority opinion 
strongly suggests that the district court must require 
claim construction where the meaning of a claim term is 
placed in controversy, even where, as here, proposed 
claim constructions are not presented to the court.  Maj. 
Op. at 12–13.  One effect of this approach is that a plain-
tiff facing a 12(b)(6) motion may simply amend its com-
plaint to allege extrinsic facts that, once alleged, must be 
taken as true, regardless of its consistency with the 
intrinsic record.  The majority asserts that its opinion is 
not intended to extend beyond the 12(b)(6) stage, but that 
is not the problem.  The problem is that the 12(b)(6) 
procedure is converted into a full blown factual inquiry on 

                                            
1  For purposes of this dissent, “Second Amended 

Complaint” refers to the proposed Second Amended 
Complaint that was filed on April 26, 2016. 

2  See infra note 3.  
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the level of § 102, § 103, and § 112 inquiries.  Clearly, this 
approach would turn the utility of the 12(b)(6) procedure 
on its head, in particular in the context of § 101, which is 
primarily focused on the “allegations” in the patent—the 
claims and written description.  That said, despite the 
majority’s attempt to cabin its opinion to 12(b)(6), I see 
little to prevent argument that these notions extend also 
to summary judgment proceedings.   
 Second, the posture of the case on appeal does not 
support the majority opinion.  The motion to dismiss on 
appeal only challenges the First Amended Complaint. 
There was no motion to dismiss filed challenging the 
Second Amended Complaint.  Therefore, the “new” allega-
tions and evidence3 discussed by the majority were not 

                                            
3  Aatrix’s new allegations in the Second Amended 

Complaint included: the background and development of 
the inventions of the Aatrix Patents; specific allegations 
and diagrams spelling out the technology of the Aatrix 
Patents; the prosecution history of the patents with the 
relevant USPTO file wrappers attached as exhibits; a 
large number of prior art and patentably distinct means 
and methods of creating, displaying and filling out forms 
on computers, such as Aatrix’s own “monolithic software;” 
hundreds of search results by the USPTO disclosing prior 
art in the field; eleven patents or publications disclosing 
prior art and/or patentably distinct means and methods 
cited by the USPTO in the prosecution of the applications 
for the Aatrix’s patents; several products for creating, 
designing and filling out forms, allegedly distinct from 
Aatrix’s patents, on sale before the date of invention; 
alternate methods for creating, displaying and filling out 
forms such as Superforms and the use of SDK’s to launch 
monolithic software; and the allegedly many improve-
ments, objectives and advantages over the prior art that 
the inventions of Aatrix’s patents provide, including 
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raised before the district court.  Thus, the part of the 
majority opinion devoted to the Second Amended Com-
plaint is dicta.  As an appellate court, we should not pass 
judgment on matters not addressed by the district court.  
Here, we must first give the district court the opportunity 
to perform a § 101 analysis in light of this new complaint, 
which we can later review, if at all.  See Singleton v. 
Wulff, 428 US 106, 120 (1976) (“It is the general rule, of 
course, that a federal appellate court does not consider an 
issue not passed upon below.”).  Nor should we prejudge 
whether the Second Amended Complaint survives a Rule 
12(b)(6) motion to dismiss in the first instance, particular-
ly when the defendant, Greenshades, has had no oppor-
tunity to present arguments with respect to the new 
pleading.   

The majority attempts to expand this court’s law re-
garding patent eligibility under § 101 at the Rule 12(b)(6) 
stage.  This contradicts our case law that patent ineligibil-
ity under § 101 is a question of law, and that it can be 
appropriately decided on a motion to dismiss.  See, e.g., 
Secured Mail Sols. LLC v. Universal Wilde, Inc., 873 F.3d 
905, 912 (Fed. Cir. 2017) (“[T]his court has determined 
claims to be patent-ineligible at the motion to dismiss 
stage based on intrinsic evidence from the specification 
without need for ‘extraneous fact finding outside the 
record.’”).  

For these reasons, I respectfully concur-in-part and 
dissent-in-part from the majority opinion.   

                                                                                                  
improvements in the functioning of the computer compo-
nents of the inventions.  J.A. 407–09. 
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Before REYNA, LINN, and WALLACH, Circuit Judges. 
Opinion for the court filed by Circuit Judge REYNA. 

Concurring Opinion filed by Circuit Judge LINN. 
REYNA, Circuit Judge. 

This appeal is from a grant of summary judgment of 
invalidity of the asserted claims of U.S. Patent No. 
6,258,540 (“the ’540 patent”).  The United States District 
Court for the Northern District of California found that 
the asserted claims of the ’540 patent are not directed to 
patent eligible subject matter and are therefore invalid 
under 35 U.S.C. § 101.  For the reasons explained below, 
we affirm. 
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I 
In 1996, Drs. Dennis Lo and James Wainscoat discov-

ered cell-free fetal DNA (“cffDNA”) in maternal plasma 
and serum, the portion of maternal blood samples that 
other researchers had previously discarded as medical 
waste.  cffDNA is non-cellular fetal DNA that circulates 
freely in the blood stream of a pregnant woman.  Applying 
a combination of known laboratory techniques to their 
discovery, Drs. Lo and Wainscoat implemented a method 
for detecting the small fraction of paternally inherited 
cffDNA in maternal plasma or serum to determine fetal 
characteristics, such as gender. The invention, commer-
cialized by Sequenom as its MaterniT21 test, created an 
alternative for prenatal diagnosis of fetal DNA that 
avoids the risks of widely-used techniques that took 
samples from the fetus or placenta.  In 2001, Drs. Lo and 
Wainscoat obtained the ’540 patent, which relates to this 
discovery. 

The parties agree that the patent does not claim 
cffDNA or paternally inherited cffDNA.  Instead, the ’540 
patent claims certain methods of using cffDNA.  The steps 
of the method of claim 1 of the ’540 patent include ampli-
fying the cffDNA contained in a sample of a plasma or 
serum from a pregnant female and detecting the paternal-
ly inherited cffDNA.  Amplifying cffDNA results in a 
single copy, or a few copies, of a piece of cffDNA being 
multiplied across several orders of magnitude, generating 
thousands to millions of copies of that particular DNA 
sequence.  In the amplification step, DNA is extracted 
from the serum or plasma samples and amplified by 
polymerase chain reaction (“PCR”) or another method.  
PCR exponentially amplifies the cffDNA sample to de-
tectable levels.   

In the detecting step, the lab technician adds the am-
plified cffDNA to an agarose gel containing ethidium 
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bromide to stain and visualize the paternally inherited 
cffDNA.   

The ’540 patent also provides for making a diagnosis 
of certain fetal characteristics based on the detection of 
paternally inherited cffDNA.  The specification explains 
that analysis of cffDNA permits more efficient determina-
tion of genetic defects and that a pregnant woman carry-
ing a fetus with certain genetic defects will have more 
cffDNA in her blood than will a woman with a normal 
fetus.  ’540 patent col. 3 ll. 30-43.   

Claims 1, 2, 4, 5, 8, 19-22, 24, and 25 of the ’540 pa-
tent are at issue in this appeal.1  Independent claim 1 
requires: 

1. A method for detecting a paternally inherited 
nucleic acid of fetal origin performed on a mater-
nal serum or plasma sample from a pregnant fe-
male, which method comprises 
amplifying a paternally inherited nucleic acid 
from the serum or plasma sample and 
detecting the presence of a paternally inherited 
nucleic acid of fetal origin in the sample. 

’540 patent col. 23 l. 61-67. 
For comparison, independent claims 24 and 25 re-

quire: 
24. A method for detecting a paternally inherited 
nucleic acid on a maternal blood sample, which 
method comprises: 

1  The parties have stipulated that for the purposes 
of this appeal claims 1, 2, 4, 5, 8, 9-22, 24 and 25 are 
representative of claims 6, 7, 12, 13, 15, and 18 of the ‘540 
patent.  J.A. 24-25, 30-31. 
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removing all or substantially all nucleated and 
anucleated cell populations from the blood sample, 
amplifying a paternally inherited nucleic acid 
from the remaining fluid and subjecting the am-
plified nucleic acid to a test for the Paternally [sic] 
inherited fetal nucleic acid. 
 
25. A method for performing a prenatal diagnosis 
on a maternal blood sample, which method com-
prises 
obtaining a non-cellular fraction of the blood sam-
ple 
amplifying a paternally inherited nucleic acid 
from the non-cellular fraction 
and performing nucleic acid analysis on the ampli-
fied nucleic acid to detect paternally inherited fe-
tal nucleic acid. 

Id. at 26 ll. 20-36. 
The remaining claims explain how the method of de-

tection occurs or how it can be used.  For example, claim 2 
depends from claim 1 and claims amplification by poly-
merase chain reaction.  Id. at col. 24 ll. 60-61.  Claim 4 
similarly depends from claim 1 and claims detection via a 
sequence specific probe.  Id. col. 24 ll. 65-67.  Claim 21 
also depends from claim 1, but instead of focusing solely 
on a method for detecting, it focuses on a method for 
performing a prenatal diagnosis, using claim 1’s method 
for detecting.  Id. col. 26 ll. 4-14.   

II 
Appellee Ariosa Diagnostics, Inc. (formerly known as 

“Aria Diagnostics, Inc.”) makes and sells the Harmony 
Test, a non-invasive test used for prenatal diagnosis of 
certain fetal characteristics.  Natera, Inc. makes and sells 
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the Non-Invasive Paternity Test, which is intended to 
confirm the paternity or non-paternity of a gestating fetus 
from genetic information in fetal DNA available in the 
blood of the pregnant female.  Diagnostics Center, Inc. is 
a licensee of Natera. 

In response to letters threatening claims of infringe-
ment, Ariosa Diagnostics, Inc., Natera, Inc. and Diagnos-
tics Center, Inc. each filed separate declaratory judgment 
actions from December 2011 through early 2012 against 
Sequenom alleging that they did not infringe the ’540 
patent.  Sequenom counterclaimed alleging infringement 
in each case.  The district court related the three actions 
for pretrial purposes.   
 In the Ariosa action, Sequenom filed a motion seeking 
to preliminarily enjoin Ariosa from selling the accused 
Harmony Prenatal Test.  In July 2012, the district court 
issued an order denying Sequenom’s motion for a prelimi-
nary injunction.  In the context of doing so, the district 
court found that there was a substantial question over 
whether the subject matter of the asserted claims was 
directed to eligible subject matter.  Sequenom appealed to 
this court.   

On August 9, 2013, this court vacated and remanded 
the case, holding that the district court erred in certain 
respects not relevant to this appeal.  Aria Diagnostics, 
Inc. v. Sequenom, Inc., 726 F.3d 1296, 1305 
(Fed. Cir. 2013).  In addition, this Court noted that it 
offered no opinion “as to whether there is or is not a 
substantial question regarding the subject matter eligibil-
ity of the asserted claims” of the ’540 patent, but remand-
ed “for the district court to examine subject matter 
eligibility . . . . in light of [Ass’n for Molecular Pathology v. 
Myriad Genetics, Inc., 569 U.S. ___, 133 S. Ct. 2107, 2117 
(2013)].”  Id. at 1304.   
 After remand, the parties filed cross motions for 
summary judgment regarding invalidity under 35 U.S.C. 
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§ 101.  The district court agreed with Ariosa’s argument 
that the claims of the ’540 patent were directed to the 
natural phenomenon of paternally inherited cffDNA and 
that the claims did not add enough to the natural phe-
nomenon to make the claims patent eligible under § 101.  
The district court determined that the steps of amplifying 
and detecting were well-understood, routine, or conven-
tional activity in 1997, when the application for the ’540 
patent was filed.  The district court concluded that the 
’540 patent was not directed to patentable subject matter 
because “the only inventive component of the processes of 
the ’540 patent is to apply those well-understood, routine 
processes to paternally inherited cffDNA, a natural phe-
nomenon.”  J.A. 18.  The district court also found that the 
claimed processes posed a risk of preempting a natural 
phenomenon.  Sequenom appeals. 

We have jurisdiction under 28 U.S.C. § 1295(a)(1). 
III 

 We review the grant of summary judgment under the 
law of the regional circuit, in this case the Ninth Circuit.  
Charles Mach. Works, Inc. v. Vermeer Mfg. Co., 723 F.3d 
1376, 1378 (Fed. Cir. 2013).  The Ninth Circuit reviews 
the grant or denial of summary judgment de novo.  Leever 
v. Carson City, 360 F.3d 1014, 1017 (9th Cir. 2004). We 
also review de novo the question of whether a claim is 
invalid under section 101.  In re BRCA1- and BRCA2-
Based Hereditary Cancer Test Patent Litig., 774 F.3d. 755, 
759 (Fed. Cir. 2014). 
 Section 101 of the Patent Act defines patent eligible 
subject matter: 

Whoever invents or discovers any new and useful 
process, machine, manufacture, or composition of 
matter, or any new and useful improvement 
thereof, may obtain a patent therefor, subject to 
the conditions and requirements of this title. 
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35 U.S.C. § 101.  The Supreme Court has long held that 
there are certain exceptions to this provision: laws of 
nature, natural phenomena, and abstract ideas.  Alice 
Corp. v. CLS Bank Int’l, ___ U.S. ___, 134 S. Ct. 2347, 
2354 (2014) (collecting cases).   

In Mayo Collaborative Services v. Prometheus Labora-
tories, Inc., 566 U.S. ___, 132 S. Ct. 1289 (2012), the 
Supreme Court set forth a framework for distinguishing 
patents that claim laws of nature, natural phenomena, 
and abstract ideas from those that claim patent-eligible 
applications of those concepts.  First, we determine 
whether the claims at issue are directed to a patent-
ineligible concept.  Id. at 1297.  If the answer is yes, then 
we next consider the elements of each claim both individ-
ually and “as an ordered combination” to determine 
whether additional elements “transform the nature of the 
claim” into a patent-eligible application.  Id. at 1298.  The 
Supreme Court has described the second step of this 
analysis as a search for an “inventive concept”—i.e., an 
element or combination of elements that is “sufficient to 
ensure that the patent in practice amounts to significant-
ly more than a patent upon the [ineligible concept] itself.”  
Id. at 1294; see also Digitech Image Techs., LLC v. Elecs. 
For Imaging, Inc., 758 F.3d 1344, 1351 (Fed. Cir. 2014) 
(“Without additional limitations, a process that employs 
mathematical algorithms to manipulate existing infor-
mation to generate additional information is not patent 
eligible.”). 

The claims of the ’540 patent that are at issue in this 
appeal are method claims. Methods are generally eligible 
subject matter.  In this case, the asserted claims of the 
’540 patent are directed to a multistep method that starts 
with cffDNA taken from a sample of maternal plasma or 
serum—a naturally occurring non-cellular fetal DNA that 
circulates freely in the blood stream of a pregnant woman.  
See, e.g., ’540 patent claims 1, 24, 25.  It is undisputed 
that the existence of cffDNA in maternal blood is a natu-
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ral phenomenon.  Sequenom does not contend that Drs. 
Lo and Wainscoat created or altered any of the genetic 
information encoded in the cffDNA, and it is undisputed 
that the location of the nucleic acids existed in nature 
before Drs. Lo and Wainscoat found them.  The method 
ends with paternally inherited cffDNA, which is also a 
natural phenomenon.  The method therefore begins and 
ends with a natural phenomenon.  Thus, the claims are 
directed to matter that is naturally occurring. 
 The written description supports the conclusion that 
the claims of the ’540 patent are directed to a naturally 
occurring thing or natural phenomenon.  In the Summary 
and Objects of the Invention section of the ’540 patent, the 
patent states that “[i]t has now been discovered that 
foetal DNA is detectable in maternal serum or plasma 
samples.”2  ’540 patent col. 1 ll. 50-51.  The patent goes on 
to state that “[t]his is a surprising and unexpected find-
ing; maternal plasma is the very material that is routine-
ly discarded by investigators studying noninvasive 
prenatal diagnosis using foetal cells in maternal blood.”  
Id. col. 1 ll. 51-55.  In the discussion, the patent notes: 

In this study we have demonstrated the feasibility 
of performing non-invasive foetal RhD genotyping 
from maternal plasma.  This represents the first 
description of single gene diagnosis from maternal 
plasma.   

Id. col. 10 ll. 53-58.  Further, the description of the inven-
tion notes: “[w]e have demonstrated that foetal DNA is 
present in maternal plasma and serum,” id. col. 13 ll. 6-7, 
and “[t]hese observations indicate that maternal plas-
ma/serum DNA may be a useful source of material for the 

2  The term “fetal” and “foetal” are used inter-
changeably in the ’540 patent and by the parties.   

                                            



   ARIOSA DIAGNOSTICS, INC v. SEQUENOM, INC. 10 

non-invasive prenatal diagnosis of certain genetic disor-
ders,” id. col. 13 ll. 11-13.  The patent also states: “[t]he 
most important observation in this study is the very high 
concentration of foetal DNA in maternal plasma and 
serum.”  Id. col. 16 ll. 12-14.  Thus, the claims at issue, as 
informed by the specification, are generally directed to 
detecting the presence of a naturally occurring thing or a 
natural phenomenon, cffDNA in maternal plasma or 
serum.  As we noted above, the claimed method begins 
and ends with a naturally occurring phenomenon.   

Because the claims at issue are directed to naturally 
occurring phenomena, we turn to the second step of 
Mayo’s framework.  In the second step, we examine the 
elements of the claim to determine whether the claim 
contains an inventive concept sufficient to “transform” the 
claimed naturally occurring phenomenon into a patent-
eligible application.  132 S. Ct. at 1294.  We conclude that 
the practice of the method claims does not result in an 
inventive concept that transforms the natural phenome-
non of cffDNA into a patentable invention.   

Mayo made clear that transformation into a patent-
eligible application requires “more than simply stat[ing] 
the law of nature while adding the words ‘apply it.’”  Id. at 
1294.  A claim that recites an abstract idea, law of nature, 
or natural phenomenon must include “additional fea-
tures” to ensure “that the [claim] is more than a drafting 
effort designed to monopolize the [abstract idea, law of 
nature, or natural phenomenon].”  Id. at 1297.  For pro-
cess claims that encompass natural phenomenon, the 
process steps are the additional features that must be 
new and useful.  See Parker v. Flook, 437 U.S. 584, 591 
(1978) (“The process itself, not merely the mathematical 
algorithm, must be new and useful.”).   

In Mayo, the patents at issue claimed a method for 
measuring metabolites in the bloodstream in order to 
calibrate the appropriate dosage of thiopurine drugs in 
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the treatment of autoimmune diseases.  132 S. Ct. at 
1294.  The respondent contended that the claimed method 
was a patent eligible application of a natural law that 
described the relationship between the concentration of 
certain metabolites and the likelihood that the drug 
dosage will be harmful or ineffective.  Methods for deter-
mining metabolite levels, however, were already “well 
known in the art.”  Id. at 1298.  Further, the process at 
issue amounted to “nothing significantly more than an 
instruction to doctors to apply the applicable laws when 
treating their patients.”  Id.  In that case, “[s]imply ap-
pending conventional steps, specified at a high level of 
generality,” was not enough to supply an inventive con-
cept.  Id. at 1300. 

Like the patentee in Mayo, Sequenom contends that 
the claimed methods are patent eligible applications of a 
natural phenomenon, specifically a method for detecting 
paternally inherited cffDNA.  Using methods like PCR to 
amplify and detect cffDNA was well-understood, routine, 
and conventional activity in 1997.  The method at issue 
here amounts to a general instruction to doctors to apply 
routine, conventional techniques when seeking to detect 
cffDNA.  Because the method steps were well-understood, 
conventional and routine, the method of detecting pater-
nally inherited cffDNA is not new and useful.  The only 
subject matter new and useful as of the date of the appli-
cation was the discovery of the presence of cffDNA in 
maternal plasma or serum.   

The specification of the ’540 patent confirms that the 
preparation and amplification of DNA sequences in plas-
ma or serum were well-understood, routine, conventional 
activities performed by doctors in 1997.  The ’540 patent 
provides that “[t]he preparation of serum or plasma from 
the maternal blood sample is carried out by standard 
techniques.”  ’540 patent col. 2 ll. 27-28.  It also provides 
that “[s]tandard nucleic acid amplification systems can be 
used, including PCR, the ligase chain reaction, nucleic 
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acid sequence based amplification (NASBA), branched 
DNA methods, and so on.”  Id. col. 2 ll. 44-47.   

Other evidence supports this conclusion.  For exam-
ple, Sequenom’s expert, Dr. Evans, testified at deposition 
that PCR and other methodologies for amplifying DNA 
were “already well known in science [in 1997].”  J.A. 1092-
93, 1995-96.  Similarly, in a declaration filed during 
prosecution of the ’540 patent, Dr. Lo testified that 
“[s]uitable amplification techniques can be ordinary PCR 
or more sophisticated developments thereof, but these 
techniques were all known in the literature before the 
date of my invention.”  J.A. 1109.   

The detecting step was similarly well-understood, 
routine, and conventional.  During prosecution of the 
application that became the ’540 patent, the applicant 
stated: 

[O]ne skilled in the art is aware of a variety of 
techniques which might be used to detect different 
nucleic acid species.  For example, there are nu-
merous techniques which might be used to detect 
repeat expansions, single gene mutations, dele-
tions or translocations.  These techniques are a 
matter of routine for one skilled in the art for the 
analysis of DNA. 

J.A. 1052.  The applicant went on to note: 
[O]ne skilled in the art is readily able to apply the 
teachings of the present application to any one of 
the well-known techniques for detection of DNA 
with a view to analysis of foetal DNA in paternal 
[sic] plasma or serum.  

J.A. 1055.  Similarly, the applicant later added that “[t]he 
person skilled in the art has a broad range of techniques 
available for the detection of DNA in a sample.”  
J.A. 1057.   
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 The dependent claims are broad examples of how to 
detect cffDNA in maternal plasma.  The dependent claims 
are focused on the use of the natural phenomenon in 
combination with well-understood, routine, and conven-
tional activity.  For example, claim 2 identifies the poly-
merase chain reaction as the amplification technique to be 
used in the detection method of claim 1.  As noted above, 
this technique was well-understood, routine, and conven-
tional in 1997, as specified by the patent itself.  Like 
claim 1, claims 5 and 8 focus on detecting a specific chro-
mosome within the cffDNA—a natural phenomenon—
again, adding no inventive concept to the limitations of 
claim 1.  None of the remaining asserted dependent or 
independent claims differ substantially from these claims.  
Thus, in this case, appending routine, conventional steps 
to a natural phenomenon, specified at a high level of 
generality, is not enough to supply an inventive concept.  
Where claims of a method patent are directed to an appli-
cation that starts and ends with a naturally occurring 
phenomenon, the patent fails to disclose patent eligible 
subject matter if the methods themselves are convention-
al, routine and well understood applications in the art.  
The claims of the ’540 patent at issue in this appeal are 
not directed to patent eligible subject matter and are, 
therefore, invalid. 

IV 
In its opinion, the district court addressed the princi-

ple of preemption.  The district court noted: 
It is important to note that the ’540 patent does 
not merely claim uses or applications of cffDNA, it 
claims methods for detecting the natural phenom-
enon.  Because generally one must be able to find 
a natural phenomenon to use it and apply it, 
claims covering the only commercially viable way 
of detecting that phenomenon do carry a substan-
tial risk of preempting all practical uses of it. 
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J.A. 19.   
Sequenom argues that there are numerous other uses 

of cffDNA aside from those claimed in the ’540 patent, 
and thus, the ’540 patent does not preempt all uses of 
cffDNA, as shown by evidence in the record before the 
district court.  Sequenom also argues that “a method 
applying or using a natural phenomenon in a manner that 
does not preclude alternative methods in the same field is 
non-preemptive, and, by definition, patent-eligible under 
Section 101.”  Appellants’ Br. 30.  Similarly, Sequenom 
and amici argue that because the particular application of 
the natural phenomena that the ’540 patent claims em-
body are narrow and specific, the claims should be upheld.  
Ariosa argues that the principle of preemption does not 
alter the analysis.  Ariosa argues that the claimed meth-
ods are not, as Sequenom asserts, limited and specific.   

The Supreme Court has made clear that the principle 
of preemption is the basis for the judicial exceptions to 
patentability.  Alice, 134 S. Ct at 2354 (“We have de-
scribed the concern that drives this exclusionary principal 
as one of pre-emption”).  For this reason, questions on 
preemption are inherent in and resolved by the § 101 
analysis.  The concern is that “patent law not inhibit 
further discovery by improperly tying up the future use of 
these building blocks of human ingenuity.”  Id. (internal 
quotations omitted).  In other words, patent claims should 
not prevent the use of the basic building blocks of technol-
ogy—abstract ideas, naturally occurring phenomena, and 
natural laws.  While preemption may signal patent ineli-
gible subject matter, the absence of complete preemption 
does not demonstrate patent eligibility.  In this case, 
Sequenom’s attempt to limit the breadth of the claims by 
showing alternative uses of cffDNA outside of the scope of 
the claims does not change the conclusion that the claims 
are directed to patent ineligible subject matter.  Where a 
patent’s claims are deemed only to disclose patent ineligi-
ble subject matter under the Mayo framework, as they are 
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in this case, preemption concerns are fully addressed and 
made moot.  

Sequenom and amici encourage us to draw distinc-
tions among natural phenomena based on whether or not 
they will interfere significantly with innovation in other 
fields now or in the future.  The Supreme Court cases, 
however, have not distinguished among different laws of 
nature or natural phenomenon according to whether or 
not the principles they embody are sufficiently narrow.  
See, e.g., Parker v. Flook, 437 U.S. 584 (1978) (holding 
narrow mathematical formula unpatentable).  In Parker 
v. Flook, the Supreme Court stated the issue in the case 
as follows: “The question in this case is whether the 
identification of a limited category of useful, though 
conventional, post-solution applications of such a formula 
makes respondent’s method eligible for patent protection.” 
Id. at 585.  The answer to that question was “no” because 
granting exclusive rights to the mathematical formula 
would be exempting it from any future use.   

V 
For completeness, we address Sequenom’s remaining 

arguments.  Sequenom argues that “before the ’540 pa-
tent, no one was using the plasma or serum of pregnant 
mothers to amplify and detect paternally-inherited 
cffDNA.”  Appellants’ Br. 49 (emphasis original).  This 
argument implies that the inventive concept lies in the 
discovery of cffDNA in plasma or serum.  Even if so, this 
is not the invention claimed by the ’540 patent.   

 Sequenom further argues that “[o]ne simple measure 
of [Drs.] Lo and Wainscoat’s contribution is that their 
1997 Lancet publication has been cited over a thousand 
times.”  Appellants’ Br. 25.  Sequenom also notes that “the 
method reflects a significant human contribution in that 
[Drs.] Lo and Wainscoat combined and utilized man-made 
tools of biotechnology in a new way that revolutionized 
prenatal care.”  Id.  We agree but note that the Supreme 
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Court instructs that “[g]roundbreaking, innovative, or 
even brilliant discovery does not by itself satisfy the § 101 
inquiry.”  Myriad Genetics, Inc., 133 S. Ct. at 2117.  The 
discovery of the BRCA1 and BRCA2 genes was a signifi-
cant contribution to the medical field, but it was not 
patentable.  Id. at 2117.  While Drs. Lo and Wainscoat’s 
discovery regarding cffDNA may have been a significant 
contribution to the medical field, that alone does not make 
it patentable.  We do not disagree that detecting cffDNA 
in maternal plasma or serum that before was discarded as 
waste material is a positive and valuable contribution to 
science.  But even such valuable contributions can fall 
short of statutory patentable subject matter, as it does 
here.   

VI 
For each of the reasons stated above, we affirm the 

district court’s summary judgment ruling. 
AFFIRMED 

COSTS 
No costs. 
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LINN, Circuit Judge, concurring. 
I join the court’s opinion invalidating the claims of 

the ’540 patent only because I am bound by the sweeping 
language of the test set out in Mayo Collaborative Ser-
vices v. Prometheus Laboratories, Inc., 566 U.S. ___, 132 
S. Ct. 1289 (2012).  In my view, the breadth of the second 
part of the test was unnecessary to the decision reached 
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in Mayo.  This case represents the consequence—perhaps 
unintended—of that broad language in excluding a meri-
torious invention from the patent protection it deserves 
and should have been entitled to retain. 

It has long been established that “[l]aws of nature, 
natural phenomena, and abstract ideas are not patenta-
ble.”  Alice Corp. v. CLS Bank Int’l, 134 S. Ct. 2347, 2354 
(2014) (citations omitted).  In Mayo, the Supreme Court 
set forth a two-step framework for distinguishing patents 
that claim laws of nature, natural phenomena, and ab-
stract ideas from those that claim patent-eligible applica-
tions of those concepts.  The first step looks to determine 
whether claims are directed to a patent-ineligible concept.  
Mayo, 132 S. Ct. at 1297.  If they are, the second step is to 
consider whether the additional elements recited in the 
claim “transform the nature of the claim” into a patent-
eligible application by reciting an “inventive concept” that 
is “sufficient to ensure that the patent in practice 
amounts to significantly more than a patent upon the 
[ineligible concept] itself.”  Id. at 1294.   

In applying the second part of the test, the Supreme 
Court in Mayo discounted, seemingly without qualifica-
tion, any “[p]ost-solution activity that is purely conven-
tional or obvious,” id. at 1299 (original alterations 
omitted).  This was unnecessary in Mayo, because doctors 
were already performing in combination all of the claimed 
steps of administering the drug at issue, measuring 
metabolite levels, and adjusting dosing based on the 
metabolite levels, id. 

In Diamond v. Diehr, the Supreme Court held that “a 
new combination of steps in a process may be patentable 
even though all the constituents of the combination were 
well-known and in common use before the combination 
was made.” 450 U.S. 175, 188 (1981).  As Mayo explained: 
Diehr “pointed out that the basic mathematical equation, 
like a law of nature, was not patentable.  But [Diehr] 
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found the overall process patent eligible because of the 
way the additional steps of the process integrated the 
equation into the process as a whole.”  Mayo 132 S. Ct. at 
1298.  Despite that recognition, Mayo discounted entirely 
the “conventional activity” recited in the claims in that 
case because the steps “add nothing specific to the laws of 
nature other than what is well-understood, routine, 
conventional activity, previously engaged in by those in 
the field.”  Id. at 1299.  While that conclusion might have 
been warranted in that case, given the fact that the 
“conventional activities” in Mayo were the very steps that 
doctors were already doing—administering the drug at 
issue, measuring metabolite levels, and adjusting dosing 
based on the metabolite levels—the Supreme Court did 
not limit its ruling to those particular facts and circum-
stances. 

The Supreme Court’s blanket dismissal of conven-
tional post-solution steps leaves no room to distinguish 
Mayo from this case, even though here no one was ampli-
fying and detecting paternally-inherited cffDNA using the 
plasma or serum of pregnant mothers.  Indeed, the ma-
ternal plasma used to be “routinely discarded,” ’540 
patent col.1 ll.50–53, because, as Dr. Evans testified, 
“nobody thought that fetal cell-free DNA would be pre-
sent.” 

It is hard to deny that Sequenom’s invention is truly 
meritorious.  Prior to the ’540 patent, prenatal diagnoses 
required invasive methods, which “present[ed] a degree of 
risk to the mother and to the pregnancy.”  Id. at col.1 
ll.16–17.  The available “techniques [we]re time-
consuming or require[d] expensive equipment.”  Id. at 
col.1 ll.17–37.  Dr. Mark Evans testified that “despite 
years of trying by multiple methods, no one was ever able 
to achieve acceptable success and accuracy.”  In a ground-
breaking invention, Drs. Lo and Wainscoat discovered 
that there was cell-free fetal DNA in the maternal plas-
ma.  The Royal Society lauded this discovery as “a para-
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digm shift in non-invasive prenatal diagnosis,” and the 
inventors’ article describing this invention has been cited 
well over a thousand times.  The commercial embodiment 
of the invention, the MaterniT21 test, was the first mar-
keted non-invasive prenatal diagnostic test for fetal 
aneuploidies, such as Down’s syndrome, and presented 
fewer risks and a more dependable rate of abnormality 
detection than other tests.  Unlike in Mayo, the ’540 
patent claims a new method that should be patent eligi-
ble.  While the instructions in the claims at issue in Mayo 
had been widely used by doctors—they had been measur-
ing metabolites and recalculating dosages based on toxici-
ty/inefficacy limits for years—here, the amplification and 
detection of cffDNA had never before been done.  The new 
use of the previously discarded maternal plasma to 
achieve such an advantageous result is deserving of 
patent protection.  Cf. Rebecca S. Eisenberg, Prometheus 
Rebound: Diagnostics, Nature, and Mathematical Algo-
rithms, 122 Yale L.J. Online 341, 343–44 (2013) (noting 
that despite Mayo’s declaration that a claim to “a new 
way of using an existing drug” is patentable, Mayo, 132 S. 
Ct. at 1302, it is unclear how a claim to new uses for 
existing drugs would survive Mayo’s sweeping test). 

In short, Sequenom’s invention is nothing like the in-
vention at issue in Mayo.   Sequenom “effectuate[d] a 
practical result and benefit not previously attained,” so its 
patent would traditionally have been valid.  Le Roy v. 
Tatham, 63 U.S. 132, 135–36 (1859) (quoting Househill 
Coal & Iron Co. v. Neilson, Webster’s Patent Case 673, 
683 (House of Lords 1843)); Le Roy v. Tatham, 55 U.S. 
156, 175 (1852) (same); see generally Jeffrey A. Lefstin, 
Inventive Application: a History, 67 Fla. L. Rev. (forth-
coming 2015), available at 
http://ssrn.com/abstract=2398696 (last visited June 10, 
2015) (analyzing traditional notions of patent eligibility of 
newly discovered laws of nature).  But for the sweeping 
language in the Supreme Court’s Mayo opinion, I see no 
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reason, in policy or statute, why this breakthrough inven-
tion should be deemed patent ineligible. 
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