
 

The IPHC Judgment on Calculation of Compensation for Damages 

 

The Grand Panel of the Intellectual Property High Court (IPHC, the chief justice: 

Makiko Takabe) made an appeal court decision on June 7, 2019, regarding a case in 

which it was disputed whether a reduction of the amount of compensation for damages, 

which infringers should pay, should be recognized for the patent infringement of 

cosmetics.  The patent holder, which is the appellee in this case, is a cosmetics 

manufacturer, Medion Research Laboratories Inc. and they made a claim for damages 

for patent infringement, etc. against several manufacturers and distributors.  The 

Grand Panel upheld the lower decision at the Osaka District Court which ordered several 

suppliers to pay approximately 140 million JPY in total and dismissed the appeal by the 

defendants.  The chief justice, Ms. Makiko Takabe, clarified the standards for 

calculation of the amount of compensation for damages and demonstrated the detailed 

judgment on situations in which a reduction of the amount of compensation for damages 

is admitted. 

In this article, we focus on and explain these two points. 

 

1. The Standards for Calculation of Compensation for Damages 

  The Japanese Patent Law prescribes several ways to calculate the amount of damages.  

One of them, Japanese Patent Law, Article 102, Paragraph 2, prescribes that the amount 

of profit which an infringer has gained from an infringement action shall be presumed 

to be the amount of damages.  As shown below, the decision above clearly specified the 

standards for calculating the amount of profit which an infringer has gained from an 

infringement action prescribed by Japanese Patent Law, Article 102, Paragraph 2. 

 

“A. It should be understood that the amount of profit which an infringer has gained from 

an infringement action prescribed by Japanese Patent Law, Article 102, Paragraph 2 is, 

in principle, the total amount of profit which the infringer has gained and that the total 

amount of profit is subject to the presumption based on the said paragraph. 

  It should be understood that the amount of profit which an infringer has gained from 

an infringement action is the amount of marginal profit resulting from deducting 

expenses additionally required in direct relation to manufacture and sale for the 

infringer to manufacture and sell infringing products from the amount of sales of the 

infringing products of the infringer, and that a patent holder side has the burden of claim 

and proof thereof. 

  For example, raw material costs, purchasing costs, transportation costs, and so on for 



 

infringing products are expenses additionally required in direct relation to manufacture 

and sales of the infringing products.  In contrast, for example, labor costs for a 

management department, transporting costs, communication costs, and so on are not 

expenses additionally required in direct relation to manufacture and sales of the 

infringing products. 

B. In this case, a part of the experiment and research costs and the promotion and 

advertising costs is expenses to be deducted since it can be considered as expenses 

additionally required in direct relation to manufacture and sales of the defendants’ 

respective products out of the labor costs, the experiment and research costs, the 

promotion and advertising costs, the sample preparation costs, and the stock item 

purchasing costs appealed by the appellants.  However, it is not appropriate that the 

rest of them is considered as expenses to be deducted since it cannot be deemed to be 

additionally required in direct relation to manufacture and sales of the defendants’ 

respective products.” 

 

In the past, some court decisions were split over how far infringer’s claims should be 

accepted.  It can be said that this judgment clarifies compensation calculation 

standards, which can be considered to protect patent holders’ profit. 

  For your reference, the methods used to calculate the amount of compensation for 

damages will be revised by the amendments to the Japanese Patent Law.  Under the 

amended law, a patent holder will be able to additionally claim an adequate license fee 

on the supposition that the patentee licensed their patent right to the infringer, 

regarding a part of infringer’s profit that exceeds the patentee’s production capability, 

etc., which would not have been paid as compensation under the current law.  A bill for 

revisions to the Japanese Patent Law and other IP-related laws was approved by the 

Japanese Parliament in May 2019.  The revisions are expected to come into force in 

April, 2020. 

 

2. Case in which a Reduction of the Amount of Compensation for Damages is Accepted 

  This judgment has ruled that a request for overturn of the presumption of the amount 

of compensation for damages under Japanese Patent Law, Article 102, Paragraph 2 is 

accepted in case where there are circumstances such as the following which are against 

the causal relationship between damages of a patent holder and profit of an infringer. 

A) Existence of differences of operational framework between a patent holder and an 

infringer (a non-identity of the market) 

B) Existence of competing products in the market 



 

C) Marketing efforts of an infringer (brand power, promotion and advertising) 

D) Performance of infringing products (features such as function, designs, and so on 

other than the patent invention) 

 

  Although the appellants claimed reasons for overturn of the presumed amount of 

damages, the judgment states as shown below. 

“In this case, regarding the existence of competing products, marketing efforts of the 

appellants, the defendants’ respective products have significantly superior efficacy, and 

that the defendants’ respective products are products covered by a patent invention of 

one of the appellants out of the reasons for overturn of the presumption which the 

appellants claimed, such facts are not recognized or it is not recognized that there are 

any circumstances that the above points contribute to the infringers’ sales.  

Furthermore, the remaining reasons for overturn of the presumption which the 

appellant claimed have no relation to the damages which the appellee received and they 

cannot be accepted as reasons for overturn of the presumption.  Therefore, the request 

for overturn of the presumption under the Japanese Patent Law, Article 102, Paragraph 

2 is not accepted.” 

 

Reference Information: The Grand Panel of the Intellectual Property High Court 

The Grand Panel, which is composed of five court judges, is opened when an important 

issue is handled.  This is the 13th case since the establishment of the IPHC in 2005. 

 


