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Sound the Alarm:
Reasonable
Royalty
Apportionment
Analysis Overlooks
“Sleep State”

After a jury found infringe-
ment of two patents and awarded
almost $2.2 billion in damages
in VLSI Technology LLC v. Intel
Corporation, Case No. 22-1906
(Fed. Cir. Dec. 4, 2023) (Lourie,
Dyk, Taranto, JJ.), the US Court
of Appeals for the Federal Circuit
reversed the infringement finding
for one asserted patent, vacated
the damages award for the other
asserted patent, and reversed the
district court’s refusal to allow the
alleged infringer to add a licens-
ing defense.

Background of the
Case

VLSI sued Intel for infringe-
ment of two patents. During
the litigation, third party Finjan
underwent a change in control
after which it was controlled by
the same parent entity as VLSL
Intel sought to amend its answer
to add a licensing defense based
on the broad definition of “affili-
ates” in its license agreement with
Finjan, arguing that as a conse-
quence of the change in control,
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Intel was licensed to patents
owned by VLSI. The district court
denied the motion to amend.

At trial, the jury found literal
infringement of one patent and
infringement under the doctrine
of equivalents (DoE) for the other
patent. The jury awarded $2.2 bil-
lion in damages. Intel appealed.

The patent that the jury
found infringed under the DoE
was directed to devices, such
as computer processors, having
the ability to operate at a vari-
ety of frequencies. Depending on
the operating conditions, a mas-
ter device can provide a trigger
input to a controller in response
to a desired increase in device
performance, and the controller
can then adjust the clock fre-
quency accordingly. Intel argued
that the evidence of equivalents
presented to the jury was legally
insufficient to support a finding
of infringement.

The Federal
Circuit Weighs In

The Federal Circuit agreed and
reversed the jury’s finding under
the DoE. The Court stressed that
for a patent owner to prevail
under a DoE assertion, it must
provide “particularized testimony
and linking argument as to the
insubstantiality of the differences
between the claimed invention
and the accused device.” While

VLSI's proof of equivalence was
limitation specific, the testimony
provided during the trial was
insufficient to explain the “insub-
stantiality” of the differences
between the claims and the Intel
products. The Court specifically
cited trial testimony by VLSI’s
expert, who characterized the dif-
ferences as “a difference of where
an engineer draws the line . . .
it's a design choice.” In its expla-
nation of why the analysis and
testimony was insufficient, the
Court explained that “[i]t is not
enough [] to say that the different
functionality-location placements
were a ‘design choice.” . . . VLSI
had to prove—with particular-
ized testimony and linking argu-
ment—that the elements of the
Intel arrangement were substan-
tially the same as the elements
of the claimed arrangement. But
VLSI offered no meaningful testi-
mony doing so.”

Intel also appealed the dam-
ages award based on the pat-
ent that was found to be literally
infringed. That patent was
directed to certain features that
provide separate scalable (as
opposed to fixed) power supply
voltages for both processors and
memory devices, depending on
the need of the device. VLSI’s
expert presented a calculation of
damages based on power savings
that Intel's products gained by
implementing the claimed tech-
nology. The expert then translated
that power savings percentage
into a speed improvement for the
products, which in turn was used
to determine a price increase for
the claimed technology.

The Federal Circuit explained
that any reasonable royalty cal-
culated as part of a damages
award “must seek to measure the
value of the patented technol-
ogy—it must be ‘apportion[ed]
to that value—by separating out
and excluding other value in
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economic products or practices.”
The Court determined that VLSI’s
expert “made a readily identifi-
able error . . . in determining the
power savings attributable to the
[] patent.” VLSI's expert based
the damages calculation on data
from two different “sleep states”
in the Intel products that allegedly
performed the accused function.
However, it was undisputed that
the accused function was only
performed during one of the two
sleep states. As a result, inclusion
of both sleep states in the calcula-
tion “undermines the reliability
of the results as a calculation
of the power savings from use
of the infringing functionality.”

Accordingly, the Court remanded
for a new trial on damages.

Finally, Intel argued that the
district court improperly denied
its motion to amend its answer
to add a licensing defense based
on a preexisting license agreement
between Intel and Finjan. The
Federal Circuit agreed, finding that
Intel acted diligently to add the
defense, that the district court did
not identify any specific prejudice
to VLSI, and that the merits of
Intel's defense were not so lacking
as to be futile on their face. Without
providing any specific analysis on
the merits of the defense, the Court
reversed the denial of Intel's motion
to add the licensing defense.
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