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IN THE UNITED STATES DISTRICT COURT

FOR THE EASTERN DISTRICT OF TEXAS

TYLER DIVISION

VIRNETX INC. AND

SCIENCE APPLICATIONS

INTERNATIONAL CORPORATION,

Plaintiffs,



Civil Action No. 6:12-cv-855

LEAD CONSOLIDATED CASE

JURY TRIAL DEMANDED



v.

APPLE INC.,

Defendant.



APPLE’S NOTICE REGARDING ITS UNOPPOSED MOTION

FOR LEAVE TO SUBMIT SUPPLEMENTAL BRIEFING

ON VIRNETX’S MOTION FOR ENHANCED DAMAGES

Apple hereby files this notice regarding its unopposed motion for leave to submit

supplemental briefing on VirnetX’s motion for enhanced damages, D.I. 495. Pursuant to the

parties’ agreed supplemental briefing schedule, Apple respectfully submits its Supplemental

Brief in Opposition to VirnetX’s Motion for Enhanced Damages, attached as Exhibit A.

Apple requests that the Court grant its unopposed motion for leave to file this

supplemental brief on the issue of enhanced damages under the new standard articulated by the

Supreme Court two weeks ago in Halo Electronics, Inc. v. Pulse Electronics, Inc., et al.,

Nos. 14-1513, 14-1520, 579 U.S. ---, 2016 WL 3221515 (June 13, 2016). In that opinion, the

Supreme Court overturned the test for enhanced damages adopted by the Federal Circuit in

In re Seagate, and held that this punitive remedy is reserved for “egregious cases of misconduct

beyond typical infringement,” such as for conduct “described in our cases as willful, wanton,

malicious, bad-faith, deliberate, consciously wrongful, flagrant, or—indeed—characteristic of a

pirate.” Halo, 2016 WL 3221515, at *7, *11. Aside from the requested supplemental briefs, the



Case 6:12-cv-00855-RWS Document 498 Filed 06/29/16 Page 2 of 3 PageID #: 36582



parties have not previously submitted any argument or legal analysis concerning VirnetX’s

request for enhanced damages under the new Halo standard.

Pursuant to L.R. CV-7(g), Apple also requests an oral hearing on the issue of enhanced

damages under the Halo framework. See D.I. 495 at 1–2. As of the May 25, 2016 post-trial

hearing, the Supreme Court had not yet issued its opinion in Halo, and thus the parties had

presented oral argument under a legal standard that has since been abrogated by the Supreme

Court. Accordingly, Apple respectfully requests an opportunity to present oral argument to

further assist the Court in addressing this important issue.



Dated: June 29, 2016



Respectfully submitted,

By: /s/ Joseph A. Loy

Gregory S. Arovas

greg.arovas@kirkland.com

Robert A. Appleby

robert.appleby@kirkland.com

Jeanne M. Heffernan

jeanne.heffernan@kirkland.com

Joseph A. Loy

joseph.loy@kirkland.com

David N. Draper

david.draper@kirkland.com

KIRKLAND &amp; ELLIS LLP

601 Lexington Avenue

New York, New York 10022

Telephone: (212) 446-4800

Facsimile: (212) 446-4900

John C. O’Quinn

john.oquinn@kirkland.com

KIRKLAND &amp; ELLIS LLP

655 Fifteenth Street, N.W.

Washington, D.C. 20005

Telephone: (202) 879-5000

Facsimile: (202) 879-5200
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Michael E. Jones

Texas Bar No. 10969400

mikejones@potterminton.com

POTTER MINTON

A Professional Corporation

110 N. College Avenue, Suite 500

Tyler, Texas 75702

Telephone: (903) 597-8311

Facsimile: (903) 593-0846

Attorneys for Apple Inc.



CERTIFICATE OF SERVICE

The undersigned hereby certifies that all counsel of record who are deemed to have

consented to electronic service are being served with a copy of this document via the Court’s

CM/ECF system per Local Rule CV-5(a)(3) on June 29, 2016.



/s/ Robert Leonard

Robert Leonard
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IN THE UNITED STATES DISTRICT COURT

FOR THE EASTERN DISTRICT OF TEXAS

TYLER DIVISION

VIRNETX INC. AND

SCIENCE APPLICATIONS

INTERNATIONAL CORPORATION,

Plaintiffs,



Civil Action No. 6:12-cv-855

LEAD CONSOLIDATED CASE

JURY TRIAL DEMANDED



v.

APPLE INC.,

Defendant.



APPLE’S SUPPLEMENTAL RESPONSE BRIEF IN

OPPOSITION TO VIRNETX’S MOTION FOR ENHANCED DAMAGES
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I.



INTRODUCTION

Two weeks ago, the Supreme Court decided Halo Electronics, Inc. v. Pulse Electronics,



Inc., Nos. 14-1513, 14-1520, 579 U.S. ---, 2016 WL 3221515 (June 13, 2016), overturning the

test for enhanced damages adopted by the Federal Circuit in In re Seagate. The Supreme Court

held that enhanced damages are reserved for “egregious cases of misconduct beyond typical

infringement,” and that the decision whether to impose this punitive remedy is committed to the

sound judgment of the district judge.



Id. at *11.



There is no separate claim for willful



infringement, and whether to enhance damages is not for a jury to decide. Id. at *10–11;

cf. Octane Fitness, LLC v. Icon Health &amp; Fitness, Inc., 134 S. Ct. 1749, 1756–57 (2014). That

follows naturally from the text of Section 284, which provides that “the court may increase the

damages up to three times the amount found or assessed.” 35 U.S.C. § 284 (emphasis added).

VirnetX’s motion for enhanced damages (D.I. 462 at 1) should be denied by the Court

under this new legal framework. Apple’s actions have not been “characteristic of a pirate,” nor

has Apple exhibited “egregious infringement behavior” warranting a “‘punitive’ or ‘vindictive’

sanction.” Halo, 2016 WL 3221515, at *7. Because VirnetX has not proven that this case

implicated misconduct warranting enhancement under Halo, VirnetX’s motion should be denied.

II.



THE LEGAL STANDARD UNDER HALO

Under 35 U.S.C. § 284, a district court has the authority to award increased damages in



patent cases. But as the Supreme Court stated in Halo, “[a]wards of enhanced damages under

the Patent Act over the past 180 years establish that they are not to be meted out in a typical

infringement case, but are instead designed as a ‘punitive’ or ‘vindictive’ sanction for

egregious infringement behavior.” Halo, 2016 WL 3221515, at *7 (emphasis added). Because

enhancement is intended to punish only the most egregious offenders, this drastic remedy has

been imposed in cases involving the most extreme misconduct:
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The sort of conduct warranting enhanced damages has been variously described in

our cases as willful, wanton, malicious, bad-faith, deliberate, consciously

wrongful, flagrant, or—indeed—characteristic of a pirate.

Id. (emphasis added). The question of “culpability is generally measured against the knowledge

of the actor at the time of the challenged conduct.” Id. at *8.

The decision to award enhanced damages is committed to the discretion of the district

judge. Id. at *10 (Section 284 “‘commits the determination’ whether enhanced damages are

appropriate ‘to the discretion of the district court.’”). However, “through nearly two centuries of

discretionary awards and review by appellate tribunals, ‘the channel of discretion has

narrowed.’” Id. at *7. Under Halo’s discretionary framework, this Court should “take into

account the particular circumstances of each case in deciding whether to award damages, and in

what amount.” Id. at *9. But, “discretion is not whim,” and a court’s “judgment is to be guided

by sound legal principles.” Id. at *7. Importantly, “[t]hose principles channel the exercise of

discretion, limiting the award of enhanced damages to egregious cases of misconduct beyond

typical infringement.” Id. at *11 (emphasis added). It is the patentee’s burden to prove by a

preponderance of the evidence that any enhancement is warranted. Id. at *9.

III.



ARGUMENT

A.



Whether to Enhance Damages is Decided by the District Court, Not a Jury



VirnetX would have the Court abdicate its duty to independently decide whether, in “its

judgment[,] … guided by sound legal principles,” enhanced damages are warranted. Halo, 2016

WL 3221515, at *7. VirnetX instead asks the Court to substitute the jury’s verdict on the

now-abrogated question of subjective willfulness under Seagate for the Court’s own judgment

and discretion. See D.I. 496, Ex. A at 3–4. This would be legal error.

First, as the Supreme Court has now clarified, the issue of willfulness and whether to

enhance damages is not for the jury to decide. See Halo, 2016 WL 3221515, at *7, *9. Rather,
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the Patent Act authorizes “the court” to increase damages, and that statutory grant gives the jury

no role in the enhancement determination. 35 U.S.C. § 284 (emphasis added). That language—

unlike the preceding sentence in Section 284—gives the jury no explicit or implied role in the

enhancement determination. Cf. id. (“When the [compensatory] damages are not found by a

jury, the court shall assess them.”).

Indeed, the Supreme Court observed in Halo that the ability to enhance damages reflects

a “statutory grant of discretion to district courts” and which “commits the determination whether

enhanced damages are appropriate to the discretion of the district court.” Id. at *8, *10. The

Court jettisoned “the Federal Circuit’s tripartite framework for appellate review” (under which

the “first step of Seagate—objective recklessness—is reviewed de novo; the second—subjective

knowledge—for substantial evidence; and the ultimate decision—whether to award enhanced

damages—for abuse of discretion,” id. at *5) in favor of a unitary abuse-of-discretion standard.

Id. at *10. This new unitary framework leaves no room for “substantial evidence” review of a

jury’s verdict. See id. Indeed, the Supreme Court specifically rejected such review in favor of

the system of district court discretion and deferential appellate review the Court previously

adopted for exceptional-case findings under Section 285—a system that unquestionably gives the

jury no role. Octane, 134 S. Ct. at 1756–57; see also 35 U.S.C. § 285 (like § 284, stating “[t]he

court in exceptional cases may award reasonable attorney fees,” without mentioning the jury).

And jurors, unlike courts, are ill-equipped to make the critical determination whether a

defendant’s actions were “egregious,” rather than “garden-variety,” “typical infringement.”

Halo, 2016 WL 3221515, at *11. Having the jury put a thumb on the scale either for or against

enhancement by returning a subjective willfulness verdict is inconsistent with a district court’s
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