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4 Mistakes Lawyers Make In Negotiating Patent Settlements 

By Erin Coe 

Law360, San Diego (January 12, 2016, 2:01 PM ET) -- Most patent suits settle, but attorneys who only 
focus on the immediate suit at hand, fail to understand their clients' industries and goals, and misjudge 
the confidentiality of settlement talks may be exposing clients to further litigation down the road. 
 
Here, attorneys point to four big mistakes attorneys make when working to settle a patent fight. 
 
Viewing the Case Just From Your Client's Perspective 
 
While lawyers are trained to zealously advocate for their clients, attorneys should be upfront with 
clients about any downfalls in their side's position and where opposing counsel might poke holes in their 
arguments that could score points with a judge or jury, according to Rick Frenkel, a partner at Latham & 
Watkins LLP. 
 
"I've seen it where I've been up against a party, and I can tell the opposing side's attorney wants to 
make himself look good and doesn't want his client to think it might lose," Frenkel said. "The fact is 
there are strengths and weaknesses of every case, and not telling clients what the weaknesses are so 
that they can make an educated decision is a big mistake." 
 
And if attorneys go into settlement talks entrenched in only their side's point of view of the case, 
discussions aren't likely to progress very far, according to Amy Van Zant, a partner at Orrick Herrington 
& Sutcliffe LLP. 
 
"It's a mistake to play only the advocate role," she said. "It's important to find commonality. The one 
thing you and the other side may have in common is that you both don't want to go to trial. Leverage 
that to put together a bullet-point list that creates a structure for a potential deal or offers potential 
terms or ranges of terms. That way, the parties are not focusing on the dispute; they are focusing on a 
solution." 
 
Van Zant recalled a settlement she was able to reach for a client, even though the opposing side initially 
came to settlement talks ready to fight. 
 
"All this vitriol was coming at us, and it didn't help my client get a better understanding of what the 
weaknesses of its case was from the other side's view," she said. "We put in front of them a more 
balanced approach. We put together key elements to get a deal done — not monetary amounts but the 
overall structure of a potential deal. By doing that, we were able to give the other side something to 
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work with and something for the other side's CEO to chew on leading up to mediation." 
 
Van Zant said she is still surprised by how emotional decision makers at large companies become when 
they are negotiating a settlement. 
 
"It's like college football when you go in there — us against them," she said. "You're never going to 
convince Stanford that Cal is better. But if you can get Cal and Stanford to write a brief on how they 
agree to have a football game every year and whose stadium the game will be played in this year and 
whose stadium the next year, you've shifted the topic from how much they hate each other to a path 
forward to work together in some way." 
 
Since the majority of patent cases are going to settle, the sooner parties can strike a dialogue and move 
the ball forward in settlement talks, the better that is for the clients involved, according to Van Zant. 
 
"The client will spend less money and value you as a lawyer if you are looking for alternative paths away 
from the dispute," she said. 
 
Focusing Only on the Current Suit 
 
When representing an accused infringer, attorneys need to evaluate not just the patents asserted in the 
suit at hand but the plaintiff's entire patent portfolio, according to Scott Doyle, head of Fried Frank 
Harris Shriver & Jacobson LLP's intellectual property litigation group. 
 
"You need to take a look at all the plaintiff's patents and get protection in all of the technology areas in 
which your client operates or wants freedom to operate," he said. "The worst thing for your client is to 
be drawn into another lawsuit with the same plaintiff or affiliates of the plaintiff on different patents." 
 
While Company A may have reached a settlement with Company B today, attorneys also need to 
articulate in a settlement agreement what would happen with any licenses if the plaintiff or defendant is 
subsequently acquired, according to Doyle. 
 
"Attorneys for the defendant need to make sure that if another company buys the defendant, the 
licenses, covenants and leases are automatically assigned to the acquiring entity going forward," he said. 
 
For patent owners, attorneys must consider the risk of an accused infringer designing around the 
patent-in-suit in a way that either continues to infringe the patent or violates other patents, according 
to William O'Brien of One LLP. 
 
“Are you going to work out a settlement only to find that the accused infringer who agreed to settle 
made some changes to its product and now is claiming it was allowed to do so and doesn’t have to pay 
you and you’re back in litigation over it?” he said. “There’s no great solution for that, but you can try to 
negotiate that specific features will constitute infringement and negotiate procedures for dealing with 
future issues, such as including an arbitration clause.” 
 
Attorneys representing patent owners also need to keep in mind that once a patent owner grants a 
patent license as part of a settlement, it may no longer be able to obtain lost profits from other accused 
infringers because it no longer has exclusivity, O’Brien said. 
 
“If a plaintiff grants a license as part of a settlement with a minor infringer, it could lose its right to 



 

 

obtain lost profits against its biggest competitor if it enters the market,” O’Brien said. “A partial solution 
is if the patent owner can license the accused infringer for one defined field of use, it can preserve its 
own exclusivity in other fields of use.” 
 
Lawyers should recognize that patent settlements are not always the end of a legal battle and may 
surface in later litigation, according to Jason Sheasby, a partner at Irell & Manella LLP. 
 
"The fact that an agreement was part of a settlement doesn't necessarily preclude it from a damages 
analysis in a subsequent case, and attorneys need to be thinking about how the settlement could be 
used by or against their client in subsequent litigation," Sheasby said. 
 
Failing to Get to Know Your Client 
 
If attorneys want to secure the most favorable settlement deal for their clients, they need to know their 
clients' industries, interests and future objectives, so attorneys must often work closely with in-house 
counsel and various business departments. 
 
"A patent settlement is really a business and legal deal," Doyle said. "Lawyers need to be working with 
their client's financial department, general counsel and possibly any patent lawyers and engineers that 
are there. If attorneys do the deal alone, it may not be as prescient in terms of looking forward and 
valuation of any licenses." 
 
Attorneys should be in regular contact with clients' legal departments and other business units during 
litigation and even before suits are filed, according to Doyle. 
 
"When you have regular calls with that group of in-house lawyers, business unit presidents and financial 
people, you are really going to be dead on in terms of working on an effective deal for your side that is 
valued properly and gives the company the best protection," he said. "It will ensure that the accused 
infringer doesn't overpay and it minimizes the client's risk going forward of being sued." 
 
Knowing a client's in-house counsel and business team can be critical in negotiating settlements with 
nonpracticing entities, according to Christian Stahl, a partner at Quarles & Brady LLP. 
 
"Nonpracticing entities have relatively large patent portfolios and a lot of lawyers tend to default to: 
'Let's pay X for everything, so we don't have to worry about the nonpracticing entity anymore,'" he said. 
"But if you know your client's business and have a good dialogue with your client, you can select the 
category of patents from the portfolio where a license may be needed, and that can put your client 
ahead of its competitors that are paying for the entire portfolio." 
 
Overestimating Confidentiality in Settlement Talks 
 
Federal Rule of Evidence 408 bars the admission of statements made during settlement talks "when 
offered to prove liability for, invalidity of or amount of a claim that was disputed as to validity or 
amount, or to impeach through a prior inconsistent statement or contradiction." 
 
But the rule doesn’t necessarily stop a party from having to disclose other relevant data discovered 
during settlement negotiations, especially with other parties in other cases. As such, attorneys may want 
more confidentiality during settlement than afforded by the federal rules to ensure that critical 
information, such as a patent owner’s demands from the accused infringer during settlement and 



 

 

royalty amount discussions, remain confidential and are used only for settlement, according to Stahl. 
 
“A lot of people don’t worry about confidentiality and rely on a particular jurisdiction’s settlement 
negotiation privilege provisions,” he said. “In district courts, that may work, but the Federal Circuit 
doesn’t necessarily recognize the privilege.” 
 
As a result, parties entering into settlement discussions might want to consider signing a confidentiality 
agreement or nondisclosure agreement to make sure that everything they talk about in the settlement 
conference is confidential and is explicitly not admissible in court, he said. 
 
While patent owners always have had some concern that if they enter into a settlement with one 
accused infringer, the deal could come up as evidence against them in future litigation, the risk has 
increased since the Federal Circuit's 2010 decision in ResQNet.com Inc. v. Lansa Inc., according to 
O'Brien. 
 
In that decision vacating a damages award to ResQNet for Lansa's infringement of software technology, 
the Federal Circuit observed that the most reliable license in the record arose out of litigation, a 
conclusion that contradicted previous case law that generally made litigation settlements irrelevant in 
the consideration of reasonable royalties. 
 
“Generally, we’re seeing discovery of prior settlements and seeing defendants take the position that 
prior settlements are the best evidence of what damages should be, as opposed to a much higher 
royalty rate that the plaintiff is asserting,” he said. “The decision has been part of a big move in favor of 
defendants in terms of setting royalties, and it is a problem for patent owners that want to settle a 
case.” 
 
However, he said patent owners can mitigate patent settlement deals from emerging in subsequent 
litigation, such as by making a settlement agreement that is more complex. 
 
“If a settlement agreement provides an additional nonmonetary consideration, it can be harder to argue 
that the amount is directly translatable to a new case,” O’Brien said. “It creates a more apples-to-
oranges situation, as opposed to comparable figures for future litigation.” 
 
--Editing by Katherine Rautenberg and Emily Kokoll.  
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