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Eli Lilly has blocked the sale of ¢ generic version of one of its drugs following o successiul niflal court case
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Since the 2004 /48/EC Enforcement Directive came into force in 2004,
patent litigation in Europe has to a large extent been harmonised,
explain Otto Swens and Arjan Reijns of Vondst Advocaten
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| only start to accrue after an infringer "knowingly” commits his
! infringing actions.
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[ in article 45 of TRIPs and article 31 of Directive 2004/48/EC,
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“knowingly, or with reasonable grounds to know” In its l[andmark
i decision of 2003 in RochefPrimus, the Duich Supreme Court
decided that TRIPS {and Directive 2004/48{EC) supersedes article
- 70(3) DPA. Therefore, a formal notice by a bailiff is no longer
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clear from the outset that litigation will not yield sufficient
damage payment to tip the balance, a patentee will choose
nat to litigate. In making his assessment the patentee is faced
with two principal questions:

1.When ¢an damages be recouped?

2.How will the amount of these damages be calculated?

In this article T will give a short overview of the answers
to these questions for the main patent fitigation jurisdictions:
Germany, the UK, France and the Netherlands. | will start by
using the Dutch jurisdiction as a springboard and then continue
to discuss various deviations from somewhat more of a pan-
European perspective along the way.

The Enforcement Directive
The Enforcement Directive 2004/48/EC has brought about

several changes in patent litigation which have now become
. essential parts of our, in part commutative, patent litigation
. system. The first change directly concerns a re-codification article

45 of TRIPs and relates to the questions raised above. Damages

Under article 70{3) of the Dutch patent Act 1995 {DPA),
to the extent that the infringer knew that he was infringing. The
infringer not only had to know that there was a patent, but also
that his actions constituted infringement thereof. This meant
ensure that the infringer acted knowingly and had to send them
a formal notice.

There isa clear tension between this criterion and the criterion

where it is provided that liability starts when the infringer acts

required, but a warning letter will generally suffice.

il = & & i I} £2003 5 ¥ Roche if Primus £ 1 3

REBEEMFBHEN, AEARY, TRIPS

( KB BE2004/48/ECE S ) M TR =F A2
(DPA) B70F %3 XK

E#HFA - PHARMA TECHNOLOGY

45




46

SE &

Business Strateqy

Arjan Reijns
of Vondst
Advocaien

REEZATHAHAZRITES, EEEERESNITETERE
BEBIHAE.

BEEE “MERX" 1 “HE2HEX” (HEZRZAL6E
9550 o WSFERMREREET U E R 5 B R L RRRR
ZEMEH. HRAERENFE. T2ANEEMERE. Bk
REMEMZHOSERE. BERENSEAIHASERLER
BT AR T SR

AR EERENSRERENAR” (FEZRZAESE
TR WHBES. MRAREHITERMITE, UFTBEEER
BOFSENENHTEHE. FRERNTEAZAURARMAN
Hikp, HaLIRWENGS. £EE BEEEERANT =N
FZ-#THE: ARBRAKNHE, ELFTRARBENE
AR BRI E. SHATE AT LML 31
TR ERMESSERITREEE.

FEEE, BHWAAARTLUER, BETEREFERERY
METE. BN EHFE AERBIRER TR ERIES

afH, RESEEHA
UP=WHEZ-#1T
Ha: MEE&AHN
H, B3R RAH
MEARNAMESRE
HAREETIHE

PHARMA TECHNOLOGY -« EZ5iEA

Obtaining compensation

Two ways of obtaining compensation for infringements can
be distinguished: claiming damages and claiming the surrender
of profits. These methods of receiving compensation in The
Netherlands are very similar to those in Germany, the UK and
France, although German law does not distinguish between the
two but includes both methods in the calculation of damages.

Damages can consist of ‘financial loss' and ‘other lnss'
{Article 6:95 DCC). Financial loss is the difference between
the hypothetical financial position without and the actual
position with the infringement. This includes fost profits, other
suffered financial loss, reasonable costs to prevent or limit
damage, reasonable costs to determine damage and liability and
reasonable costs to obtain settlement out of court.

In the Netherlands the Court shall calculate the damages “in
the way that best fits the nature of the damages” (Article 6:97
DCC). If no accurate calculation can be made, the full damages
are estimated at aequo et bono . The methods of calculation
that the court can apply can be abstract or conerete or a mix of
the two. In Germany, damages are generally calculated in one
of three ways: lost profits, calculation of an appropriate license
payment or surrender of profit-information by the infringer. The
patentee can choose from these three options and still switch
during the proceedings.

In France, the patentee will also have to choose, but there
are two deviations in calculating lost profit. These only entail the
profits the patentee would have actually made. For the surplus,
the court determines a reasonable royalty rate. Non-infringing
sales can also be included in the “total infringing sales” when the
former infringer was enabled to sell his non-infringing, substitute
product to custamers he acquired through his infringing sales.

The Enforcement Directive has explicitly opened up the
possibilities to set the damages as a fump sum on at least the
amount of royalties or fees that would have been due if the
infringer had requested authorisation to use the inteliectual
property right. Depending on the circumstances of the case, this
fee can be higher than its reqular fee as a licensor would never
grant a licence to a competitor under the same terms as it would
to a regular other licensee. In 2006, the District Court of The
Hague decided not only that the infringer had to compensate the
patentee by means of a fictional licence fee, but also ordered to
provide compensation for price erosion for both the patentee's
own praducts and for erosion of the licence fee it could ask. The
fictional licence fee per infringing product was set at a rate that
was 150 per cent of the regular license fee, due to the competitive
relationship between the patentee and the infringer.

Surrender of profits
In the Netherlands, a party can cumulatively claim damages
and surrender of profits {article 6:104 DCC). The patentee can
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i claim a court order against the infringer to surrender information

of profits and still decide after that whether he chooses to
claim damages or surrender of profits. Although damages and
surrender of profits can be claimed cumulatively, the patentee
will not be awarded more than an amount equal to the highest
of both amounts. In the UK, such a choice has explicitly been

i excluded in article 61-2 of the Patents Act 1977 making the

choice for the surrender somewhat risky, although it can yield
substantially more.

In its Gemeinkostenanteil decision, Germany's Federal
Court of Justice (BGH) decided that general expenses
- costs that are not directly attributable to the production
process, such as maintenance of the plant and the premises
of plant itself - are not to be deducted from the revenue
when calcuiating the infringer's profits. These costs are to be
regarded as “Sowieso” - costs that the company would have
made anyway. In the UK these costs are not to be deducted
either. In the Netherlands, under the Cordis/Schneider decision,
a propartional part of the general expenses, including costs
of the premises and overhead costs, may be deducted from
the revenue.
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Another change with major impact that was brought was
the recovery of attorney's fees, patent attorney's fees and many
other costs directly related to the proceedings under articie 14.
Under generat Dutch procedural faw, a successiul plaintiff could
only recover court fees and fixed salary costs of the attorney
of record. This change had already led to parties having been
awarded over half a million Euros in costs in the proceedings.

Executing decisions

Thanks to legistation on a European level, the process of
executing a decision in the EU - that is rendered by a court in
the EU ~ does not present too many obstacles. The patentee
can obtain a declaration of enforceability from the designated
authority in the country in which the defendant is established

¢ (article 38 Regulation 44/2001/EC). In principle this declaration is
obtained (article 33) if it is not in violation of standard stipulations
i such as being contrary to the public order. After the declaration

is obtained, the patentee has all measures at its disposal as if the
decision were a decision of a national judge.

With the implementation of the Enforcement Directive,

acted knowingly, for which a formal notice is no longer required.
Regarding German, UK and Dutch proceedings, the differences
seem to be limited to the perception of damages and the



