Read v. Portec (excerpt) - 


Seminar in Adv. Pat. Law – Fall 2005



     Prof. Morris

THE READ FACTORS FOR DETERMINING

ENHANCEMENT OF DAMAGES


On page 4 of a case I assigned in the Fall 2004 patent class], Johns Hopkins, the Court refers to the Read factors and mentions that they are set forth in note 16 (omitted in this version of the case).  Instead, here are the Read factors, from Read itself.
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Before NIES, Chief Judge, ARCHER, and MICHEL, Circuit Judges.

NIES, Chief Judge.


...In Bott v. Four Star Corp., 807 F.2d 1567, 1572, 1 USPQ2d 1210, 1213 (Fed. Cir. 1986), three factors were identified for consideration in determining when an infringer "acted in [such] bad faith as to merit an increase in damages awarded against him":


(1) whether the infringer deliberately copied the ideas or design of another; {n7}

{n7} "Ideas" and "design" would encompass, for example, copying the commercial embodiment, not merely the elements of a patent claim.

(2) whether the infringer, when he knew of the other's patent protection, investigated the scope of the patent and formed a good-faith belief that it was invalid or that it was not infringed; and


(3) the infringer's behavior as a party to the litigation.

The Bott factors are not all inclusive. In addition, other circumstances which courts appropriately have considered, particularly in deciding on the extent of enhancement, are:


(4) Defendant's size and financial condition. St. Regis Paper Co. v. Winchester Carton Corp., 410 F. 


Supp. 1304, 1309, 189 USPQ 514, 518 (D. Mass. 1976) ("Double damages [appropriate]. If defendant were the giant and plaintiff the small independent, I would make it treble . . . ."); Bott v. Four Star Corp., 229 USPQ 241, 254 (E.D. Mich. 1985) ("[a] threefold increase in damages would severely affect [defendant's] financial condition."), vacated and remanded for clarification of damage amount, 807, F.2d 1567, 807 F.2d 1567, 1 USPQ2d 1210 (Fed. Cir. 1986); Lightwave Technologies, Inc. v. Corning Glass Works, 19 USPQ2d 1838, 1849 (S.D.N.Y. 1991) (Defendant "can withstand some increase in damages, but not treble damages."); Kori Corp. v. Wilco Marsh Buggies and Draglines, Inc., 561 F. Supp.512, 533, 217 USPQ 1302, 1312 (E.D. La. 1982) (Exemplary damages "should not unduly prejudice the defendants' non-infringing business."), aff'd, 761 F.2d 649, 225 USPQ 985 (Fed. Cir.), cert. denied, 474 U.S. 902, 88 L. Ed. 2d 229 , 106 S. Ct. 230 (1985).


(5) Closeness of the case. Modine Mfg. Co. v. The Allen Group, 917 F.2d at 543, 16 USPQ2d at 1626 (No abuse of discretion to award no enhanced damages on the ground that willfulness was "sufficiently close on the evidence."); Crucible, Inc. v. Stora Kopparbergs Bergslags AB, 701 F. Supp. 1157, 1164, 10 USPQ2d 1190, 1196 (W.D. Pa. 1988) 

("Because the court still considers the [willfulness] question to be a close one . . . double, and not treble damages are appropriate.").


(6) Duration of defendant's misconduct. Bott v. Four Star Corp., 229 USPQ 241, 255 (E.D. Mich. 1985) (For sales prior to the appellate court's affirmance of the liability judgment, damages increased by 20%; for sales after the affirmance, damages doubled.), vacated and remanded for clarification of damage amount, 807 F.2d 1567, 1 USPQ2d 1210 (Fed. Cir. 1986).


(7) Remedial action by the defendant. Intra Corp. v. Hamar Laser Instruments, Inc., 662 F. Supp. 1420, 1439, 4 USPQ2d 1337, 1351 (E.D. Mich. 1987) (Damages only doubled because defendant 

"voluntarily ceased manufacture and sale of infringing systems during the pendency of this litigation . . . ."), 
aff'd without opinion, 862 F.2d 320 (Fed. Cir. 1988), cert. denied, 490 U.S. 1021 (1989).


(8) Defendant's motivation for harm. American Safety Table Co. v. Schreiber, 415 F.2d 373, 379, 163 USPQ 129, 133 (2d Cir. 1969) 

("Defendants' infringing acts, although deliberate and with knowledge of plaintiff's rights, could not be termed pernicious due to prevailing 'economic pressure in the form of customer dissatisfaction.'"), 
cert. denied, 396 U.S. 1038, 24 L. Ed. 2d 682 , 90 S. Ct. 683 (1970).


(9) whether defendant attempted to conceal its misconduct. Russell Box Co. v. Grant Paper Box Co., 203 F.2d 177, 183, 97 USPQ 19, 23 (1st Cir.) (Enhanced damages supported in part by findings 

"that the defendant had failed to preserve its records and had failed to cooperate as it should at the trial on the issue of damages."), 
cert. denied, 346 U.S. 821, 98 L. Ed. 347 , 74 S. Ct. 37 (1953).

Use of these factors in patent cases is in line with punitive damage considerations in other tort contexts. {n8}

{n8} See, e.g., the recent case of Hodges v. S.C. Toof & Co., No. 12, 833 S.W.2d 896, 1992 Tenn. LEXIS 312, at 14‑15 (Tenn. April 20, 1992), where the court stated that, in determining the amount of a punitive damage award, the factfinder should consider, among other factors: defendant's size and financial condition; the reprehensibility of defendant's conduct; the duration of defendant's misconduct; whether defendant attempted to conceal his misconduct; whether defendant had been punitively sanctioned previously for the same acts; and defendant's motivation for harm.

Inasmuch as a finding of willful infringement does not mandate enhancement of damages, the above factors taken together assist the trial court in evaluating the degree of the infringer's culpability and in determining whether to exercise its discretion to award enhanced damages and how much the damages should be increased. To enable appellate review, a district court is obligated to explain the basis for the award, particularly where the maximum amount is imposed. For the latter, the court's assessment of the level of culpability must be high. 5 Donald S. Chisum, Patents § 20.03[4][b][vi] (1991).

* * *

And here's the bottom line in Read on the subject of willfulness and enhancement:

... The district court, in its opinion granting 


Read's motion for treble damages and attorney fees, discussed at length Portec's conduct relating to the willfulness issue. Reviewing the "evidence" which the district court relied on as allegedly showing the willfulness of Portec's conduct, as well as other evidence cited by Read in support of the jury verdict, we can only conclude that the jury's finding of willfulness is not supported by substantial evidence. No reasonable juror could find the asserted proof of willfulness rose to the quantum of clear and convincing evidence.
[2004 CP page 129.
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