AMSTER
ROTHSTEIN
& EBENSTEIN Lir

Intellectual Property Law

Supreme Court Clarifies Lost Profit Remedy for Design
Patent Infringement

- Journal of Intellectual Property Law & Practice 2017; doi: https://doi.org/10.1093/jiplp/jpx007

Author(s): Charles R. Macedo,

Samsung Electronics Co., Ltd. v. Apple, Inc.

Abstract

On December 6, 2016, the United States Supreme Court issued its decision in Samsung
Electronics Co., Ltd. v. Apple Inc., unanimously reversing the United States Court of Appeals
for the Federal Circuit’s decision which affirmed the award to Apple of $399 million in
damages for Samsung’s design patent infringement -- the entire profit Samsung made from its
sales of infringing smartphones. The Court reversed the decision of the Federal Circuit as
inconsistent with Section 289 of the Patent Act and remanded the case for further proceedings
consistent with the opinion of the Court. Slip op. at 8-9.

Legal Context

Pursuant to Section 289 of the Patent Act, damages specific to design patent infringement are
as follows:

Whoever during the term of a patent for a design, without license of the owner, (1) applies the
patented design, or any colorable imitation thereof, to any article of manufacture for the
purpose of sale, or (2) sells or exposes for sale any article of manufacture to which such
design or colorable imitation has been applied shall be liable to the owner to the extent of his
total profit, but not less than $250, recoverable in any United States district court having
jurisdiction of the parties.

Nothing in this section shall prevent, lessen, or impeach any other remedy which an owner of
an infringed patent has under the provisions of this title, but he shall not twice recover the profit
made from the infringement.
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35U.S.C. § 289.

The issue as decided by the Court was whether, in the case of a multi-component product, the
term “article of manufacture’ must always be the end product sold to the consumer or
whether it can also be a component of that product.” Slip op. at 5. Here, the distinction was
between the smartphone in its entirety or the portion of the smartphone that was the subject of
the patented design (e.g., the front face).

In 2011, Apple sued Samsung in the United States District Court for the Northern District

of California, asserting, inter alia, that certain of Samsung’s smartphones infringed Apple’s
design patents which covered the iPhone’s rectangular shape with rounded corners and
screen display. After a prolonged trial, the jury found that Samsung did infringe Apple’s
design patents related to Apple’s iPhone. The district court upheld the jury’s finding of
infringement and $399 million in damages -- the entire profit Samsung made from its sales of
the infringing smartphones.

On appeal, the Federal Circuit ultimately affirmed the jury’s verdict on the design patent
infringement and the related damages award. The Federal Circuit rejected Samsung’s
argument “that the profits awarded should have been limited to the infringing ‘article of
manufacture’ and “not the entire infringing product.” 786 F. 3d 983, 1002 (2015). The
Federal Circuit found that “limit[ing] the damages” award was not required since the
“innards of Samsung’s smartphones were not sold separately from their shells as distinct
articles of manufacture to ordinary purchasers.” Id.

The Supreme Court granted certiorari and reversed the decision of the Federal Circuit.

Analysis

Relying upon the text of the statute and the ordinary meaning of the terms, the Court found
that “the term ‘article of manufacture’ is broad enough to encompass both a product sold
to a consumer as well as a component of that product. That a component may be
integrated into a larger product, in other words, does not put it outside the category of
articles of manufacture.” Slip op. at 6. The Court noted that this reading is consistent with
35 U.S.C. § 171(a) which allows for design patent protection for only a component of a
multicomponent part, as well as 35 U.S.C. § 101 which permits patent protection for “any
new and useful . . . manufacture,” including parts of a machine separate from the machine
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itself. Id. at 7.

The Court thus set forth a new “two step” test for “[a]rriving at a damages award under §
289

1. “identify the ‘article of manufacture’ to which the infringed design has been applied.”;
and

2. “calculate the infringer’s total profit made on that article of manufacture.”

Id. at 5.

With respect to the first step, the Court declined to set forth a test for identifying the relevant
article of manufacture. Id. at 58.

While not necessary to the resolution of the case, we note that the Court did reaffirm
its prior infringement test from Gorham Co. v. White, 14 Wall. 511 (1872), stating that
“[t]his Court has explained that a design patent is infringed ‘if, in the eye of an

ordinary observer, giving such attention as a purchaser usually gives, two designs are
substantially the same.” Slip op. at 2 (quoting Gorham Co. v. White, 14 Wall. 511, 528
(1872)).

Practical Significance

While, on the one hand, the decision has allowed for an “article of manufacture” to be a
component of what is actually sold to the consumer, on the other hand, it also confirms that the
damages are the “lost profits” associated with that article. Unfortunately, as the Court failed
to set forth a test to identify that which constitutes the relevant article of manufacture, it
remains to be seen how district courts will determine whether the article of manufacture is less
than the entire product.

*Charles R. Macedo is a partner and Jessica Capasso and Michael
Sebba are associates at Amster, Rothstein and Ebenstein LLP. Their
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practice specializes in intellectual property issues, including litigating
patent, trademark and other intellectual property disputes. They may
be reached at cmacedo@arelaw.com, jcapasso@arelaw.com and msebba@arelaw.com.

Mr. Macedo is also the author of The Corporate Insider’s Guide to US Patent Practice.
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