
 

 

IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF TEXAS 

TYLER DIVISION 
 

VIRNETX INC. AND  
SCIENCE APPLICATIONS  
INTERNATIONAL CORPORATION, 

Plaintiffs, 

v. 

APPLE INC., 

Defendant. 

 

Civil Action No. 6:12-cv-855 
LEAD CONSOLIDATED CASE 

JURY TRIAL DEMANDED 

 
 

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 
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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 & 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 & 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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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 & 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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exercise of discretion, as is an abuse-of-discretion standard of review that does not contemplate 

review of a jury’s findings for substantial evidence.  See id. at *10. 

Second, the subjective willfulness instructions provided to the jury here do not accurately 

reflect Halo’s recent guidance.  Those instructions told the jury to decide whether Apple “acted 

recklessly,” D.I. 428 at 13, but Halo clarifies that enhancement requires a significantly more 

culpable mental state, namely that the actor’s conduct had been “consciously wrongful” and that 

it acted with a “deliberate” and “bad-faith” purpose to “intentionally infringe[].”  Halo, 2016 WL 

3221515, at *7–8.  The instructions also erroneously informed the jury that VirnetX needed only 

to prove that Apple “actually knew or should have known that its actions constituted an 

unjustifiably high risk of infringement of a valid and enforceable patent.”  D.I. 428 at 13.  

Halo, however, requires that a defendant have “no doubts about [a patent’s] validity or any 

notion of a defense,” and act “without any reason to suppose his conduct is arguably defensible.”  

Halo, 2016 WL 3221515, at *8.  Accordingly, even if the Court were permitted to consider the 

views of a jury, the jury here did not make factual findings under the framework required by 

Halo.1 

B. The Court Should Decline to Enhance Damages 

The “‘sound legal principles’ developed over nearly two centuries of application and 

interpretation of the Patent Act” make clear that this case does not warrant any enhancement of 

compensatory damages.  Halo, 2016 WL 3221515, at *11.  As detailed in Apple’s post-trial 

                                                 
1  Similarly, Apple did not stipulate to enhanced damages with respect to the original version of 
VOD from November 6, 2012, through September 17, 2013, as VirnetX misleadingly suggests.  
See D.I. 496, Ex. A at 2.  Apple only stated that “[f]or that period of time with respect to the 
original version of VPN On Demand,” it was “not contesting the subjective prong of 
willfulness” under Seagate, which was all that could be presented to the jury under binding 
Federal Circuit precedent.  2/2/2016 Tr. at 133:19-23 (emphasis added).  As explained supra, this 
is not the applicable test under Halo. 
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briefing, Apple has proceeded with the utmost caution in view of the asserted patents, including 

by undertaking considerable efforts to assess their validity and scope, and by redesigning the 

accused features following the verdict in the 417 Action.  See D.I. 463 at 19–27; D.I. 471  

at 2–19; D.I. 475 at 11–16; D.I. 479 at 2–10.  As explained below, the Supreme Court’s guidance 

in Halo reaffirms that enhancement is unwarranted in this case. 

1. The Court Should Consider the Full Relevant Timeframe 

As a threshold matter, the Court should consider the totality of the facts and 

circumstances over the full relevant timeframe.  VirnetX asks that the Court enhance damages 

for sales from the time of the verdict in the 417 Action (i.e., November 6, 2012) through the time 

of the verdict in this action (i.e., February 3, 2016).  See D.I. 462 at 12.2  Under Halo, the Court 

should consider the “knowledge of the actor at the time of the challenged conduct.”  Halo, 2016 

WL 3221515, at *8 (emphasis added).  Consistent with the Supreme Court’s directive, the Court 

should consider all of the facts and circumstances that existed and developed over the complete 

timeframe of sales that VirnetX challenges as infringing—from November 2012 to the present. 

2. Apple Has Long Believed that the Asserted Patents Are Invalid 

Apple has long believed that VirnetX’s patents are invalid and thus cannot be infringed 

by Apple (or anyone else).  Starting almost five years ago, Apple filed petitions with the PTO to 

initiate inter partes reexamination and inter partes review of the patents-in-suit.  In particular, 

Apple filed for reexamination of the ’135 and ’151 patents in July 2011, and for reexamination 

of the ’504 and ’211 patents in October 2011.3  Throughout the pendency of those proceedings, 

the PTO repeatedly reaffirmed Apple’s position that each of the patents-in-suit is invalid: 

                                                 
2  VirnetX also seeks an enhanced compulsory royalty going forward.  See id. at 32 & n.17. 

3  Apple also filed for reexamination of the ’181 patent in March 2012, and filed for inter partes 
review of the ’697 patent in December 2013. 
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Date Patent Office Action 

10-03-2011 Ordered inter partes reexamination of the ’135 patent 

10-21-2011 Ordered inter partes reexamination of the ’151 patent 

12-29-2011 Ordered inter partes reexamination and rejected claims of the ’504 patent 

01-18-2012 Ordered inter partes reexamination and rejected claims of the ’211 patent 

02-15-2012 Rejected claims of the ’135 patent 

04-20-2012 Rejected claims of the ’151 patent 

06-04-2012 Ordered inter partes reexamination and rejected claims of the ’181 patent 

09-26-2012 Rejected claims of the ’504 and ’211 patents 

01-16-2013 Rejected claims of the ’181 patent 

03-11-2013 Rejected claims of the ’135 patent 

08-16-2013 Finally rejected claims of the ’181 patent 

01-10-2014 Rejected claims of the ’135 patent 

05-14-2014 Instituted inter partes review of the ’697 patent 

05-23-2014 Finally rejected claims of the ’211 patent 

05-27-2014 Finally rejected claims of the ’504 patent 

04-27-2015 Rejected claims of the ’135 patent 

05-11-2015 Final written decision rejecting claims of the ’697 patent 

09-15-2015 Finally rejected claims of the ’135 patent 

09-22-2015 Rejected claims of the ’151 patent 

09-29-2015 Final rejection of claims of the ’181 patent affirmed in Decision on Appeal 

02-24-2016 Finally rejected claims of the ’151 patent 

 
Notably, this compelling evidence of invalidity commenced well before Apple’s release of 

iOS 7, and continued to develop throughout the very timeframe for which VirnetX seeks 

enhancement (i.e., November 2012 to present).  See D.I. 418; D.I. 463, Ex. 2; D.I. 463 at 25–26; 

D.I. 492 at 1–10.  The Court should reject VirnetX’s bid to disregard evidence that repeatedly 
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and uniformly substantiated Apple’s good-faith belief of invalidity throughout the relevant 

timeframe. 

At bottom, Apple’s belief that VirnetX’s patents are invalid and thus cannot be infringed 

weighs against imposing punitive damages.  In stark contrast, the type of conduct warranting 

enhancement is signified by, for example, “the ‘wanton and malicious pirate’ who intentionally 

infringes another’s patent—with no doubts about its validity or any notion of a defense—for no 

purpose other than to steal the patentee’s business.”  Halo, 2016 WL 3221515, at *8 (emphasis 

added).  That is not the case here, and there is no basis to punish Apple, which justifiably 

believed it was not infringing a valid patent. 

3. Apple Took Measures Intended to Avoid Infringement 

That Apple nevertheless investigated the scope of VirnetX’s patents and formed a 

good-faith belief that Apple’s newly redesigned features would not infringe further militates 

against enhancement.  Also, though not required to do so, Apple sought the advice of outside 

patent counsel Lee Van Pelt to ensure that Apple’s proposed redesigns would not fall within the 

scope of VirnetX’s patents.  Although VirnetX argues that Apple’s redesigns were only 

“cosmetic,” the trial testimony of numerous witnesses confirmed that Apple exercised great care 

and expended substantial resources to design and implement features intended to avoid 

infringement.  See D.I. 471 at 5–7.  Apple’s diligence and good-faith conduct is wholly 

uncharacteristic of the “willful, wanton, malicious, bad-faith, deliberate, consciously wrongful, 

[or] flagrant” behavior exemplified in the enhanced damages jurisprudence.  See Halo, 2016 WL 

3221515, at *7; see also id. at *3–4. 

VirnetX also argues that Apple’s noninfringement defense regarding the absence of 

anonymity “did not exist” when Apple released iOS 7 because the Federal Circuit had not yet 

issued its opinion on appeal.  See D.I. 496, Ex. A at 1–2.  But VirnetX misses the point: the 
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Federal Circuit did not “create” this defense on appeal, but instead held that Apple’s 

longstanding position—maintained since as early as 20114—was well grounded in law and fact, 

as the Federal Circuit ultimately confirmed.  That the jury in this action found for VirnetX does 

not transform Apple’s good-faith noninfringement positions into egregious misconduct of the 

type described in Halo. 

IV. CONCLUSION 

This case lacks the hallmarks of an egregious case.  Apple did not deliberately copy from 

VirnetX, Apple undertook significant efforts to obtain an opinion of counsel and redesign its 

products to avoid infringement, and Apple acted appropriately over the course of the relevant 

timeframe in accordance with its good-faith belief of noninfringement and invalidity—the latter 

repeatedly demonstrated by the PTO’s actions finding all of the asserted claims unpatentable.  

Even if the jury’s finding of infringement stands, this case does not go beyond the 

“garden-variety case” for which the Supreme Court has held enhanced damages are unwarranted. 

REQUEST FOR ORAL HEARING 

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

damages under the Halo framework.  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. 

                                                 
4  E.g., 417 Action, D.I. 182 (Dec. 7, 2011). 
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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  
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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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