Nuance Communications, Inc. v. Abbyy Software House et al

© 00 N o o b~ w N P

N N N N DN DN NN DN R P R R R R R R R R
® N o O~ W N P O © 0N O 0NN W N B o
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The Court HEREBY ADVISES the parties thhé following constitute its proposed fing

jury instructions. The parties shall file aolgjections by no later than 8:00 a.m. on August 21

2013.

IT IS SO ORDERED.

Dated: August 20, 2013

|

ofpu i~

__—‘r::.-l é l:—
JEFFREY'S. WHITE
UNITED STATE DISTRICT JUDGE
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FINAL JURY INSTRUCTION NO. 1 RE DUTY OF JURY

Members of the Jury: Now thgbu have heard all of ¢hevidence, it is my duty to instruct you
as to the law of the case.

Each of you has received a copy of these instrnstthat you may takeith you to the jury room
to consult during your deliberations.

You must not infer from these instructions amfr anything | may say or do as indicating that
have an opinion regarding the evidencavhat your verdict should be.

It is your duty to find the facts from all the egitte in the case. To those facts you will apply|
law as | give it to you. You must follow the las | give it to you whéier you agree with it or
not. And you must not be influenced by any persbkes or dislikes, opinions, prejudices, or
sympathy. That means that you must decide the case solely on the evidence before you.
recall that you took an oath to do so.

In following my instructions, you must followlalf them and not single out some and ignore
others; they are all important.

the

You \
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FINAL JURY INSTRUCTION NO. 2 RE BURDEN OF PROOF — PREPONDERANCE
OF THE EVIDENCE

When a party has the burden of proof on @laym or defense by a preponderance of the
evidence, it means you must be persuaded bguigence that the claior defense is more
probably true than not true.

You should base your decision on all of the ewite, regardless of which party presented it.
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FINAL JURY INSTRUCTION NO. 3 RE BURDEN OF PROOF — CLEAR AND
CONVINCING EVIDENCE

When a party has the burden of proving any clairdefense by clear and convincing evidenct
means you must be persuaded by the evidence that the claim or defegkly isrbbable. This i
a higher standard of proof than prdnyfa preponderance of the evidence.

You should base your decision on all of the ewite, regardless of which party presented it.

2%
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FINAL JURY INSTRUCTION NO. 4 RE TWO OR MORE PARTIES — DIFFERENT
LEGAL RIGHTS

You should decide the case agtxh party separately. Unlesbertwise stated, ghinstructions
apply to all parties.
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The trial is now over. The evidence you are tostder in deciding what ¢éhfacts are consists 0
1.
2.
3.

FINAL JURY INSTRUCTION NO. 5 RE WHAT IS EVIDENCE

the sworn testimony of any witness;
the exhibits which are received into evidence; and

any facts to which the lawyers have agreed.

f:
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In reaching your verdict, you may consider only tastimony and exhibits that were received
into evidence. Certain things are not evidemarel you may not consider them in deciding wh
the facts are. | will list them for you:

1.

FINAL JURY INSTRUCTION NO. 6 RE WHAT IS NOT EVIDENCE

Arguments and statements by lawyeesraot evidence. The lawyers are not

witnesses. What they samdtheir opening statements and throughout the trial,
what they will say in their closing argumenbor at other times are all intended t
help you interpret the ewethce. But these arguments and statements are not
evidence. If the facts as you remembenthdiffer from the way the lawyers hay
stated them, your memory of them controls.

Questions and objections by lawyers areevadence. Attoreys have a duty to
their clients to object whethey believe a questionisproper under the rules of
evidence. You should not be influenced by the objection or by the court’s ru
on it.

Testimony that has been excluded or sémclor that you have been instructed t
disregard, is not evidence and must lm@tconsidered. In addition, sometimes
testimony and exhibits are received ofdya limited purpose; when | give a
limiting instruction, you must follow it.

Anything you may have seen or heard wtiencourt was not in session is not
evidence. You are to decide the caselgaer the evidence received at the trial

at

and
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FINAL JURY INSTRUCTION NO. 7 RE EVIDENCE FOR LIMITED PURPOSE
Some evidence may have been admitted for a limited purpose only.

If I instructed you that an item of evidencesnadmitted for a limited purpose, you must consi
it only for that limited purpose and for no other.

der
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FINAL JURY INSTRUCTION NO. 8 RE CHARTS AND SUMMARIES NOT RECEIVED
IN EVIDENCE

Certain charts and summaries not received idezce have been shown to you in order to hel
explain the contents of bookgcords, documents, or other evidernn the case. They are not
themselves evidence or pragfany facts. If they do not correctly reflect the

facts or figures shown by the evidence in the case, youdsdmukegard these charts and
summaries and determine the facts from the underlying evidence.
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FINAL JURY INSTRUCTION NO. 9 RE CHARTS AND SUMMARIES IN EVIDENCE

Certain charts and summaries have been recene@vidence to illusate information brought
out in the trial. You may use those chartd aummaries as evidenewen though the underlyir
documents and records are not hetdarts and summaries are only as good as the underlyir
evidence that supports them. You should, therefpve, them only such weight as you think tk
underlying evidence deserves.

g
9
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FINAL JURY INSTRUCTION NO. 10 RE DIRECT AND CIRCUMSTANTIAL
EVIDENCE

Evidence may be direct or circumstantial. Diregdence is direct proaf a fact, such as
testimony by a witness about what that witnessonally saw or heard or did. Circumstantial
evidence is proof of one or more facts frarnich you could find anber fact. You should
consider both kinds of evidence. The law maik@slistinction between the weight to be given
either direct or circumstantial evidence. It is you to decide how mucheight to give to any
evidence.

-10-
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FINAL JURY INSTRUCTION NO. 11 RE CREDIBILITY OF WITNESSES
In deciding the facts in this case, you may hi@veéecide which testimony to believe and whicl
testimony not to believe. may believe everything a witnessdsar part of it, or none of it.
Proof of a fact does not neceslsadepend on the number ofiwesses who testified about it.

In considering the testimony of anytmess, you may take into account:

1. tthe opportunity and ability of the witnesssee or hear or knothe things testifieg
0,

2. the witness’s memory;

3. the witness’s manner while testifying;

4, the witness’s interest in the outcoofe¢he case and any bias or prejudice;

5. whether other evidence contretéd the witnss’s testimony;

6. the reasonableness of the witnesssntesy in light of dl the evidence; and

7. any other factors thatar on believability.

The weight of the evidence as to a fact dogtsnecessarily depend tdme number of withesses
who testify about it.

-11-
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FINAL JURY INSTRUCTION NO. 12 RE IMPEACHMENT EVIDENCE — WITNESS
The evidence that a witness lied under oathame different testimony on a prior occasion ma

be considered, along with all othevidence, in deciding whether oot to believe the witness a
how much weight to give to the tesbmy of the witness and for no other purpose.

-12-
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FINAL JURY INSTRUCTION NO. 13 RE DEPOSITION IN LIEU OF LIVE
TESTIMONY

You heard some witnesses testify by depositidrdeposition is the swortestimony of a witnes
taken before trial. The witness is placed undén tatell the truth and lawyers for each party
may ask questions. The quests and answers are recorded.

You should consider deposition testimony, presktieyou in court in lieu of live testimony,
insofar as possible, in the same way dkefwitness had begmesent to testify.

13-
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FINAL JURY INSTRUCTION NO. 14 RE USE OF INTERROGATORIES OF A PARTY

Evidence was presented to you in the formmdwers of one of éparties to written
interrogatories submitted by the other side. €hmsswers were given writing and under oath,
before the actual trial, in response to questtbas were submitted in writing under establishe
court procedures. You should cates the answers, insofar assgible, in the same way as if
they were made from the witness stand.

A party who has responded toiaterrogatory must supplement@orrect its response in a time
manner if the party learns that in some mategapect the responsermgomplete or incorrect,
and if the additional or corrective informatibas not otherwise been made known to the othe
parties during the dcovery process.

-14-
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FINAL JURY INSTRUCTION NO. 15 RE EXPERT OPINION

Some witnesses, because of education or experience, were permitted to state opinions an
reasons for those opinions.

Opinion testimony should be judged just like atlyer testimony. You magccept it or reject it,

and give it as much weight as you think iseeves, considering tlvdtness’s education and
experience, the reasons given for the apinand all the other evidence in the case.

-15-
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FINAL JURY INSTRUCTION NO. 16 RE SUMMARY OF CONTENTIONS

| will first give you a summary of each side’s cemtions in this casd. will then tell you what
each side must prove to wam each of its contentions.

As | previously told you, Nuance seeks modaynages from ABBYY and Lexmark for allegec
infringing the 342 and '489 patents, and fréBBYY for allegedly infringing the '161 patent
by making, using, selling, offering for sale or imjiog products that Nuae argues are covere
by the asserted claims of these patentsanda also argues that ABBYY and Lexmark each h
(a) actively induced infringement of thesaiols by others and (b) contributed to the
infringement of these claims by others. ABB¥nd Lexmark each deny that it has infringed

of the asserted claims and alsmyléhat it has induced @ontributed to infingement by another.

Your job is to decide whether ABBYY and Lexrkdrave infringed any of the asserted claims
and whether they have inducedoontributed to infringement gnother. If you decide that
ABBYY or Lexmark have themselves infringedi@ave induced or conbuted to infringement
by another, then you will then need to decatly money damages to awarded to Nuance.

Nuance also argues that ABBYY infringed Nuandegsle dress and Nuance seeks to recover
profit earned by ABBYY on sales of products thaed the accused packaging. ABBYY denig
that it has infringed Nuance’s trade dress.

Your job is to decide whether ABBYY has infged Nuance’s trade dress. If you decide that

ABBYY has infringed Nuance’s trade dress, yaill then need to decide the amount of profit
attributable to that infringement.

-16-
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UTILITY PATENT JURY INSTRUCTIONS

-17-
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FINAL JURY INSTRUCTION NO. 17 RE UTILITY PATENTS — INTERPRETATION
OF CLAIMS

Before you decide whether ABBYY or Lexmark haBinged the claims of the asserted Nuance
patents, you will need to understand the patent claims. As | mentioned, the patent claims are
numbered sentences at the efiéach patent that descrildée boundaries of the patent’s
protection. It is my job as judde explain to you the meaning afy language in the claims that
needs interpretation.

| have interpreted the meaningsaime of the language in the patent claims involved in this case.
You must accept those interpretati@sscorrect. My interpretatiaof the language should not be
taken as an indication that | have a view rdoay the issue of infringement. The decision
regarding infringement is yours to make.

'342 Patent

The term “template” means “a representation ofpiditerns, shapes, or ages of a character”;
The term “character” means “one or a groupajacent letters, digits, or other symbols”;

The term “feature analysis” means “recognizing arabter in an image bputines that extract
features of the charactand analyze the features”;

—

The term “template matching” means “a charateognition process in idh representations ¢
the patterns, shapes, or images of an unknowractearare compared with previously generated
representations of the p@rns, shapes, or imagesknown characters”;

The term “second character ogmition process” mans “a process for recognizing a charactet
that is different than the firgharacter recognition process”; and

The terms “identifying” and “recognizing” eachdhthe same plain and ordinary meaning: “to
establish the identity of.”

'489 Patent
The term “character” means “one or a groupajacent letters, digits, or other symbols”;

The terms “identifying” and “recognizing” eachdhthe same plain and ordinary meaning: “to
establish the identity of.”

161 Patent

The term “network server” means “a server #eaiving information from or passing informatipn
to a connected network”; and

The term “application server” means “a computeprogram on a local hgork, the internet or

other network that has two-way communicatianth the network server and the document
processing applications.”

-18-
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FINAL JURY INSTRUCTION NO. 18 RE INFRINGEMENT - BURDEN OF PROOF

| will now instruct you on the rules you must fallon deciding whether Nuance has proven th
ABBYY or Lexmark has infringed one or more oethsserted claims of the asserted patents.
prove infringement of any claim, Nuance must pade you that it is moiéely than not that
ABBYY and/or Lexmark hasfringed that claim.

-109-
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FINAL JURY INSTRUCTION NO. 19 RE DIRECT INFRINGEMENT

A patent’s claims define what is covered by plagent. A product or miedd directly infringes a
patent if it is covered by &ast one claim of the patent.

Deciding whether a claim has beeredily infringed is a two-steprocess. The first step is to
decide the meaning of the patent claim. | halveady made this decision, and | have already
instructed you as to the meaning of the assqré¢eint claims. The sewd step is to decide
whether ABBYY or Lexmark has made, used, softgred for sale or imported within the Unitg
States a product or method covebgdan asserted claim of anytbke asserted Nuance patents.
so, ABBYY and/or Lexmark infringe. You, the jury, make this decision.

With one exception, you must consider each obfgerted claims of the patent individually, &
decide whether ABBYY’s or Lexmark’s produatsringe that claim. The one exception to
considering claims individuallyancerns dependent claims. A depearid#gaim includes all of the
requirements of a particular ingendent claim, plus additionadquirements of its own. As a
result, if you find that an indepdent claim is not infringed, you maualso find that its depende
claims are not infringed. On the other hang,af find that an independent claim has been
infringed, you must still separdyedecide whether the additiona@quirements of its dependent
claims have also been infringed.

You have heard evidence about Nuancetmsmercial products asell as ABBYY and
Lexmark’s accused products. However, in deciding the issue of paftamjement you may not
compare the accused ABBYY and Lexmark products to Nuance’s commercial product. Rg
you must compare the accused ABBYY and Lexamoducts to the asserted claims of the
asserted patents when making ydacision regarding infringement.

Whether or not ABBYY or Lexmark knew its produatéringed or even knew of the patent do
not matter in determining direct infringement.

-20-
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FINAL JURY INSTRUCTION NO. 20 RE DIRECT INFRINGEMENT — ANALYSIS

To decide whether any of ABBY¥'s or Lexmark’s products infnige an asserted claim of an
asserted Nuance patent, you must comparepachict with the patent claim and determine
whether every requirement of the claim is includethat product. If so, that product infringes
the claim. If, however, a product does not havergvequirement in the patent claim, that
product does not infringe that claim. You mdstide infringement for each asserted claim
separately.

If the patent claim uses thete “comprising,” that patent clad is to be understood as an open
claim. An accused product infringes an open claigvéry requirement in the claim is present
the accused product. The fact that a productialdades other parts or steps will not avoid
infringement, as long as it has eveeguirement in the patent claim.

If an ABBYY product does not itself include @y requirement in thpatent claim, ABBYY
cannot be liable for infringement merely besawther parties supplied the missing elements,
unless ABBYY directed or contr@t the acts by those parti@B8BYY does not diret or control
someone else’s action merely because ABBY¥&dl into a business relationship with that
person. Instead, ABBYY must specifically instroctcause that other person to perform each
step in an infringing manner, so that every ssegitributable to ABBYY as controlling party.

Likewise,if a Lexmark product does not itself inclueeery requirement in the patent claim,
Lexmark cannot be liable for infringement maly because other gags supplied the missing
elements, unless Lexmark directed or contebtlee acts by those parid_exmark does not
direct or control someone else’s action mebecause Lexmark entered into a business
relationship with that person. lestd, Lexmark must specificaligstruct or cause that other
person to perform each step in an infringing mams@that every step &tributable to Lexmark
as controlling party.

-21-
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FINAL JURY INSTRUCTION NO. 21 RE CONTRIBUTORY INFRINGEMENT

Nuance also argues that ABBYY and Lexmark hawetributed to infringment by another entit
or person. Contributory infringement may arise when someone supplies something that is
infringe one or more of the patent claims.

In order for there to be camtutory infringement by ABBYY or Lexmark, someone other than
ABBYY or Lexmark, respectively, muslirectly infringe a claim of aasserted patent; if there i
no direct infringement by anyone, thean be no contribaty infringement.

If you find someone has directlyfimged any of the assertedtpats, contributory infringement
exists for ABBYY or Lexmark, respectively, if:

1. ABBYY or Lexmark supplied within the Ubked States or imported into the Unit
States an important componenttloé infringing part of the product;

2. The component is not a common composeitable for non-infringing use; and
3. ABBYY or Lexmark supplid the component with tHenowledge of the patent
and knowledge that the component was esilganade or adapted for use in an
infringing manner.

A “common component suitable foon-infringing use” is a componetttat has uses other than

as a component of the patented product or method, and those other uses are not occasior
farfetched, impractical ¥perimental, or hypothetical.

22
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FINAL JURY INSTRUCTION NO. 22 RE INDUCING PATENT INFRINGEMENT

Nuance argues that ABBYY and Lexmark havevaty induced infringement of the asserted
patents by another entity orrgen. In order for there to be inducement of infringement by
ABBYY or Lexmark, there must be direct infgement of a claim odn asserted pateintthe
United States by someone else; if there iglinect infringement, there can be no induced
infringement. In order to be liable for inducent of infringement, ABBYY or Lexmark must:

[®X

1. have intentionally taken action that @a&ally caused, urged, encouraged, or aide
the infringing acts of a third party, whotaally carried out the infringing activity
in the United States;

2. have been aware of the asserted patent; and
3. have known that the actsnas causing would be infringing.

In order to establish inducement of infringeméns not sufficient that another entity or perso
directly infringes the claim. Nor is it sufficietitat ABBYY or Lexmark was aware of the act or
acts by the other entity or person that allegedinstitute the direct infringement. Rather, you

must find that ABBYY of Lexmark specifically ianded that the other entity or person infring
Nuance’s patents. For ABBYY or Lexmark to handuced infringement adn asserted claim fg
a method comprising a series of steps, ABBMfYLexmark may have performed some of the

claimed steps, and may have induced the thirg/ pamperform some of the claimed steps. So
long as each of the claimed stap performed by either ABBY%r the induced third party, or b
either Lexmark or the inducedird party, the requirement fdirect infringement is met.

-

1%

-

<

If ABBYY or Lexmark did not know of the existea of the patent or th#tte acts it was inducing
were infringing, it cannot be liable for inducermenless it actually bedved that it was highly
probable its actions would encoueaigfringement of a patent artdook intentional acts to avoi
learning the truth. It is na@nough that ABBYY or Lexmark vgamerely indifferent to the
possibility that it might encourage infringemerfita patent. Nor ig enough that ABBYY or
Lexmark took a risk that wasibstantial and unjustified.

N

If you find that ABBYY or Lexmark was aware tife patent, but believed that the acts it
encouraged did not infringe thpatent, ABBYY or Lexmark canndie liable for inducement.

-23-
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FINAL JURY INSTRUCTION NO. 23 RE WILLFUL INFRINGEMENT

In this case, Nuance argues both that ABBYY aaxmark infringed and, further, that they
infringed willfully. If you have decided tha8BBYY or Lexmark has infringed, you must go or
and address the additional issue of whetherothis infringement was willful. Willfulness
requires you to determine by clear and convig@waidence that ABBYY and/or Lexmark acteq
recklessly.

To prove that ABBYY and/or Lexmark acteecklessly, Nuance must persuade you that it is
highly probable ABBYY and/or Lexmark actuaknew or should have known that its actions
constituted an unjustifiably higisk of infringement of a Ma and enforceable patent. To
determine whether ABBYY and/or Lexmark had tsiiate of mind, consider all facts which ma
include, but are not limited, to:

1. Whether or not ABBYY and/or Lexmark adtin accordance with the standards
commerce for its industry;

2. Whether or not ABBYY and/or Lexnamtentionally copied a product of
Nuance’s that is covered by an asserted patent;

3. Whether or not ABBYY and/or Lexark made a good-faith effort to avoid
infringing the asserteplatents, for example, whether ABBYY and/or Lexmark
attempted to design around the assepeddnts; and

4. Whether or not ABBYY and/or Lexmiatried to cover up its infringement.

-24-
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FINAL JURY INSTRUCTION NO. 24 RE UTILITY PATENT DAMAGES — BURDEN
OF PROOF

| will instruct you about the measure of damadgy instructing you on damages, | am not
suggesting which party shouhdn on any issue. If you finthat ABBYY and/or Lexmark
infringed any valid claim of Nuance’s patentsy must then determgrthe amount of money
damages to be awarded to Nuance to compensate it for the infringement.

The amount of those damages must be adetuatempensate Nuance for the infringement. A
damages award should put the patent holderpnospmately the financial position it would hav
been in had the infringement not occurred, butarevent may the damages award be less th;
reasonable royalty. You should keep in mihdt the damages you award are meant to
compensate the patent holder and not to punish an infringer.

Nuance has the burden to persuade you cdtireunt of its damages. You should award only
those damages that Nuance more likely tharsaffered. While Nuance is not required to proy
its damages with mathematical precision, it nueive them with reasonkgbcertainty. Nuance i
not entitled to damages that are remote or speculative.

-25-
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FINAL JURY INSTRUCTION NO. 25 RE LOST PROFITS — GENERALLY

In this case, Nuance seeks to recover lositgrifr some of ABBYY’s and Lexmark’s sales of
infringing products, and a reasonable royaltytlenrest of ABBYY’s and Lexmark’s sales.

To recover lost profits for infringing sales, Nuance must showniafor the infringement there
is a reasonable probability that it would havedmaales that ABBYY atior Lexmark made of
an infringing product. Nuance must show sirare of ABBYY’s and Lexmark’s sales that it
would have made if the infringing product had not been on the market.

-26-
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FINAL JURY INSTRUCTION NO. 26 RE LOST PROFITS — FACTORS TO CONSIDER
Nuance is entitled to lost profitsit proves all of the following:
1.
2.

that there was a demand for the patented products;

that there were no non-infringing substitutes, or, if there were, the number of
sales made by ABBYY and/or Lexmark tidiance would have made despite t
availability of other non-infringing substites. An alternative may be considere
available as a potential substitute even if it was not actually on sale during th
infringement period. Factors suggesting tihat alternative waavailable include
whether the material, experce, and know-how for the alleged substitute werg
readily available. Factorsiggesting that the alternative was not available inclu
whether the material was of such high asto render the alternative unavailal
and whether ABBYY and/or Lexmark haddesign or invent around the patents
technology to develop an alleged substitlEer a non-infringing substitute to be
considered available, it had to be comnadlg acceptable, such that the substity
had all the beneficial charactercstiof the patented invention;

that Nuance had the manufacturing andketang capacity to make any infringin
sales actually made by the infringer dadwhich Nuance seeks an award of los
profits; and

the amount of profit that Nuance would have made if ABBYY and/or Lexmar
had not infringed.
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FINAL JURY INSTRUCTION NO. 27 RE LOST PROFITS — MARKET SHARE

One way Nuance may prove the number of saMsutid have made if the infringement had n¢
happened is to prove its sharfethe relevant market exclud infringing products. You may
award Nuance a share of profitual to that market share.

In deciding Nuance’s marketaite, you must decide whichqatucts are in Nuance’s market.

Products are in the same market if they afecgently similar to compete against each other.
Two products are sufficiently similar if one does not have a significantly higher price than ¢
possess characteristics significgrdifferent than the other.
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FINAL JURY INSTRUCTION NO. 28 RE LOST PROFITS — PRICE EROSION

Nuance can recover additional danmget can show to a reasonalpbability that, if there had
been no infringement, Nuance would have beda @mbcharge higher prices for some of its

products. In that case, you malgo award as additional damages the amount represented by the

difference between the amount of profits thathNee would have made by selling its product at
the higher price and the amountprbfits Nuance actually madby selling its product at the
lower price that Nuance charged for its product. This type of damage is referred to as price
erosion damage.

D

If you find that Nuance suffered price erosion, yaay also use the higher price in determining
Nuance’s lost profits from sales lost becausthefinfringement. In calculating a patentee’s total
losses from price erosion, you mtegte into account any drop inlea that would have resulted
from a higher price.

You may also award as damages the amount of any increase in costs of Nuance, such as
additional marketing costs, caused by competition from the infringing product.
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FINAL JURY INSTRUCTION NO. 29 RE REASONABLE ROYALTY — ENTITLEMENT
If Nuance has not proved its claim for lost proftshas proved its claim for lost profits for onl

a portion of the infringing sales, then Nuasteuld be awarded a reasonable royalty for all
infringing sales for which it has noeen awarded lost profits damages.
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FINAL JURY INSTRUCTION NO. 30 RE REASONABLE ROYALTY — DEFINITION

A royalty is a payment made tgatent holder in exchange foethight to make, use or sell the
claimed invention. This right isalled a “license.” A reasonahieyalty is the payment for the
license that would have reseidt from a hypothetical negotiatitsetween the patent holder and
the infringer taking place at the time when theimging activity first bgan. In considering the
nature of this negotiation, you must assumettiapatent holder andehnfringer would have
acted reasonably and would hardgered into a license agreement. You must also assume th
both parties believed the patentsmalid and infringed. Your role t® determine what the resu
of that negotiation would haveebn. The test for damages is wi@talty would have resulted
from the hypothetical negotiation and not simplyat either party wuld have preferred.

A royalty can be calculated in several differestys and it is for you to determine which way i
the most appropriate based on the evidence youhliearel. One way to calculate a royalty is t(
determine what is called an “ongoing royaltyd calculate an ongoing royalty, you must first
determine the “base,” that is, the product on Whie infringer is to pay. You then need to
multiply the revenue the defendant obtained fthat base by the “ratejr percentage that you
find would have resulted from the hypothetical negmn. For example, if the patent covers a
nail, and the nail sells for $1, and the licensdée 2800 nails, the base revenue would be $200
the rate you find would have rdtgad from the hypothetical negatian is 1%, then the royalty
would be $2, or the rate of .@iines the base revenue of $200.

If the patent covers only part tife product that the infringerls then the base would normally
be only that feature or compameFor example, if you find that for a $100 car, the patented
feature is the tires which sell for $5, the base revenue would be $5. However, in a circums

at

—

2

O

f

tance

which the patented feature is the reason custstouy the whole product, the base revenue could

be the value of the whole produElven if the patented featuienot the reason for customer

demand, the value of the whole product could leel ifs for example, the value of the patented

feature could not be separated out from the value of the whole product. In such a case, ha
the rate resulting from the hypothetical negotiatiauld be a lower rate because it is being
applied to the value of thehele product and the patentezhfure is not the reason for the
customer’s purchase of the whole product.

A second way to calculate a royalty is tdedenine a one-time lump sum payment that the
infringer would have paid at the time of thygpothetical negotiation fa license covering all
sales of the licensed product both past anaréu This differs from payment of an ongoing

royalty because, with an ongoing royalty, tleelisee pays based on the revenue of actual
licensed products it sell§Vhen a one-time lump sum is paidg ihfringer pays a single price fo
a license covering both pastdafuture infringing sales.

In determining the reasonable royalfgu may consider the following factors:

1. The royalties received by Nuance for libensing of the asserted patents, provi
or tending to prove an established royalty.

2. The rates paid by ABBYY or Lexmark for the use of othermiateomparable to
the asserted patents.

3. The nature and scope of the license, akisiwe or nonexclusiveor as restricted
or nonrestricted in terms ¢érritory or with respect to whom the manufactured
product may be sold.

4, Nuance’s established policy and mairkg program to maintain its patent
monopoly by not licensing others to use thvention or by granting licenses
under special conditions designed to preserve that monopoly.
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10.

11.

12.

13.

14.
15.

It is up to you, based on the evidence, to decide typatof royalty is apmpriate in this case.

The commercial relationship betweagnance and ABBYY and/or Lexmark, suc
as whether they are competitors in the sgamngtory in the same line of business
or whether they areaventor and promoter.

The effect of selling the patented speygiaitpromoting sales of other products ¢
the licensee, the existing value of the imt¥en to the licensor as a generator of
sales of his nonpatented items, and the extestich derivative or convoyed sals

The duration of the pateand the term of the license.

The established profitability of the product made under the patents, its comn
success, and its current popularity.

The utility and advantages of the patengezperty over the old modes or device
if any, that had been used for working out similar results.

The nature of the patented inventior, tharacter of the commercial embodime
of it as owned and produced by Nuance] the benefits to those who have use
the invention.

The extent to which ABBYY and/or Lexark has made use of the invention an
any evidence probative tie value of that use.

The portion of the profit or of the saljj price that may be customary in the
particular business or in comparable bassto allow for the use of the inventio
or analogous inventions.

The portion of the realizable profits tisabuld be credited titve invention as
distinguished from nonpatented elemetite manufacturing process, business
risks, or significant features anprovements added by the infringer.

The opinion and testimg of qualified experts.

The amount that a licensor (like Nuahand a licenseéke ABBYY and/or
Lexmark) would have agreed upon (at theetitime infringement began) if both h
been reasonably and voluntarily tryingré@ach an agreement; that is, the amou
which a prudent licensee—who desirad,a business proposition, to obtain a
license to manufacture aséll a particular article embodying the patented
invention—would have been willing to pag a royalty and yet be able to make
reasonable profit and which amount would have been acceptable by a prude
patentee who was willing to grant a license.
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FINAL JURY INSTRUCTION NO. 31 RE DATE OF COMMENCEMENT — PRODUCTS

Nuance has asserted two patents against BBBIYA and Lexmark: the '342 patent and the
'489 patent. Nuance has asserted a thitdmiathe '161 patent, against ABBYY alone.

date that ABBYY and/or Lexmark (1) had notimiethe Nuance patent and (2) was infringing t
Nuance patent. You may find that ABBYY had notde¢he '342 or '489 patent on the date th
Nuance filed a lawsuit against ABBYY claimingrimgement of the patent. You may find that
Lexmark had notice of the 342 or '489 patenttbe date that Nuance filed a lawsuit against
Lexmark claiming infringement of the pateralternatively, you may find that ABBYY and

For infringement of the 342 or 489 patehllance may be awarded damages starting from ;Ee

Lexmark both had notice of the 342 patentto& date that Nuance began marking the Nuange

products covered by the '342 patent with theepainumber for the '342 patent. And you may

e
t

find that ABBYY and Lexmark both had noticetbk 489 patent on the date that Nuance began

marking the Nuance products covered by the @&@nt with the patent number for the '489
patent.

For infringement of the 161 patent, Nuanceyrba awarded damages starting from April 2009.
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FINAL JURY INSTRUCTION NO. 32 RE CALCULATING DAMAGES IN CASES OF
INDUCEMENT OR CONTRIBUTORY INFRINGEMENT

In order to recover damages for induced infringat, Nuance must either prove that the accu
products necessarily infringe onemore asserted patenaichs or prove acts of direct
infringement by others that were inducedABBYY and/or Lexmark. To recover damages for
contributory infringement, Nuance must eitlpeove that the accused products necessarily
infringes one or more asserted patent claimmove acts of direct infringement by others to
which ABBYY and/or Lexmark mada substantial contribution.

The amount of damages for induced or contributory infringement is limited by the number
instances of direct infringement, so Nuance must further prove the number of direct acts o
infringement of the asserted patent claimsgitample, either by shomg individual acts of
direct infringement or by showing that a peutar class of productdirectly infringe.
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TRADE DRESS JURY INSTRUCTIONS
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FINAL JURY INSTRUCTION NO. 33 RE TRADE DRESS INFRINGEMENT —
INTRODUCTION

Nuance seeks damages against ABBYY for trade dress infringement. ABBYY contends t
Nuance'’s trade dress is unprotectable and déima&est infringed Nuance’s trade dress.

Here are the instructions you must follow in deciding Nuance’s tlaelss infringement claims.
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FINAL JURY INSTRUCTION NO. 34 RE TRADE DRESS INFRINGEMENT —
DEFINITION OF TRADE DRESS
(15 U.S.C. § 1125(a))

Trade dress is the non-functidméysical detaibnd design of a product or its packaging that
indicates or identifies the prodigsource and distinguishedridom the products of others.

Trade dress is the product’s total image and dvappearance, and may include features suc

1 as

size, shape, color, color combinations, texturgyraphics. In other words, trade dress is the form

in which a person presents a product oriserto the market, its manner of display.

A trade dress is non-functional ifken as a whole, the collection of trade dress elements is

essential to the product’s use or purpose or doeaffet the cost or quality of the product even

though certain particular elementstié trade dress may be functional.

not

Trademark law protects trade dress from othergyute same or similar presentation of another

product if that trade dressmen-functional and if consumerseiatify the packaging with the
source of the product, distinguisl it from other sources.

A person who uses the trade dresarafther may be liable for damages.

In this case, you will hear evidence aboutrttener in which Nuance’s and ABBYY’s software

products were packaged.
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FINAL JURY INSTRUCTION NO. 35 RE INFRINGEMENT — ELEMENTS AND
BURDEN OF PROOF — TRADE DRESS

On Nuance’s claim for trade dress infringent, Nuance has the burden of proving by a
preponderance of the evidence each of the following elements:

1. its asserted packaging teadress is distinctive;
2. its asserted packaging teadress is nonfunctional; and
3. ABBYY used packaging trade dress similar to Nuance’s asserted packaging tra
dress without the consent of Nuance manner that is likely to cause confusion
among ordinary consumers as to the sowspensorship, affiliation, or approval of
ABBYY'’s products.
If you find that each of the elements on which the Nuance has the burden of proof has bee

proved, your verdict should be for Nuance. Iftba other hand, Nuance has failed to prove &
of these elements, your verdict should be for ABBYY.
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FINAL JURY INSTRUCTION NO. 36 RE TRADE DRESS INFRINGEMENT —
PROTECTABILITY

The first step in considering Nuance’s claimsttABBYY infringed Nuance’s trade dresses is
determine whether or not the trade dress is protectable.

You must find that an asserted Nuance tid@ss is protectablefifie trade dress:
1. is inherently distinave, or has acquired distinctivesgethrough secondary meaning; an
2. is non-functional.
Nuance bears the burden of proving that it's midedy than not thaits trade dress is both
distinctive and non-functional you find that Nuance has met its burden, you must find that
trade dress is protectable.
Only if you find that Nuance’sade dress is protectable, mysti consider whether ABBYY ha

infringed the trade dress. The issue ofingement will requirg/ou to assess additional
guestions that | will explain afteddressing protectability more fully.
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FINAL JURY INSTRUCTION NO. 37 RE TRADE DRESS INFRINGEMENT —
PROTECTABILITY — INHERENT DISTINCTIVENESS

How strongly a trade dress indicates that a gomdesdrom a particular source is an importan
factor to consider in determining whet the trade dress is protectable.

Trade dress is inherently distinctive if théaldmpression it gives the consumer is one that
identifies it as coming from a specific originsowurce, whether or not thedurce is known to the
consumer. Inherently distinctive trade dress sielpnsumers identify the product, distinguishir]
Nuance’s product from that producled others, such as ABBYY.

You should consider the totalsual impression of the trade dress, not each element of it in
isolation. Inherently ditinctive trade dress often usesntnon, non-distinctive elements when
considered individually. Howevaelt,is the combination of elements and the total impression
the dress conveys to the consumer that shows if it is distinctive.

In deciding whether Nuance’s ajled trade dress is inherently distinctive, you should consids
whether it is:

1. a common basic shape or design;
2. unique or unusual in theoftware field; and

3. amere refinement of a commonly-adopaed well-known form of ornamentation for
software products which consureefiew as mere ornamentation.

In other words, you should look at whether Nuas@sserted trade dress is so uniquely desig

that a buyer will rely on it to differentiate teurce of the product and distinguish it from the
products of others.
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FINAL JURY INSTRUCTION NO. 38 RE TRADE DRESS INFRINGEMENT —
PROTECTABILITY — DISTINCTIVENESS — SECONDARY MEANING

If you determined in the prior insiction that Nuance’s trade drassiot inherentlydistinctive,

you must consider the recognititat the trade dressms among prospective consumers in order

to determine whether it is protectable. Timarket recognition isalled the trade dress’s
“secondary meaning.”

Trade dress acquires a secondary meaning whes fiden used in such a way that its primary
significance in the minds of ¢éhprospective consumers is tio¢ product itself, but the

identification of the product with a single sourcegardless of whether consumers know who
what that source is. You must fitight the preponderance of thedance shows that a significa

or
nt

number of the consuming public associates Nuartcate dress with a single source, in order|to

find that it has acquired secondary meaning.

When you are determining whether Nuancesslérdress has acquired a secondary meaning,
consider the following factors:

1. Consumer Perception. Whether the people who purchase Nuance products that bear the

claimed trade dress associate ttenoed trade dress with Nuance;

2. Advertisement. To what degree and in wimainner Nuance may have advertised using

the claimed trade dress;

3. Demonstrated Success. Whether Nuance suctlgas$ed the trade dress to increase the

sales of its products;

4. Extent of Use. The length of time andmmar in which Nuance has used the claimed
trade dress;

5. Exclusivity. Whether Nuancg’use of the claimed trade dress was exclusive;

6. Copying. Whether ABBYY intentionallgopied Nuance’s trade dress; and

7. Actual Confusion. Whether ABBYY’s use $ accused packaging trade dress has led to

actual confusion among a signifidcanumber of consumers.

The presence or absence of any particular fattould not necessarily resolve whether Nuance’s

trade dress has acquired secondary meaning.

Trade dress that is not inhatly distinctive is protectablenly to the extent you find #&cquired
distinctiveness through secondary meaning. Such trade dress is énfgtetection only as

broad as the secondary meaning it has acquiradyif If it has acquired no secondary meaning,

it is entitled to ngrotection and cannot be consieléra protectable trade dress.

Nuance has the burden of proving that itseérdcess has acquired a secondary meaning.

The mere fact that Nuance is using the tradesdiieshat Nuance began using it before ABBY)Y

does not mean that it has acquired secondary meaning. There is no particular length of tin
trade dress must be used befibEcquires a secondary meaning.
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FINAL JURY INSTRUCTION NO. 39 RE TRADE DRESS INFRINGEMENT —
PROTECTABILITY — NON-FUNCTIONALITY REQUIREMENT

A feature of a product package design is funclidntis essential tahe package’s use or
purpose, or if it affects the pamffe’s cost or quality. A feature is non-functional if its design
makes no contribution to the page’s function or operation. tlie feature serves no purpose
other than as an assurance thpadicular entity made, sponsoredendorsed the product, it is
non-functional.

To determine whether a package’s particulaigteis functional, you should consider whether
the design as a whole is functidrthat is whether the whole lbection of features making up th
design are essential to the paakagise or purpose or affecetbackage’s cost or quality.

D

You should assess the following factors in decidiiregfeature of the mduct package design is
functional or non-functional:

1. The Design’s Utilitarian Advaage. In considering this factor, you may examine whether

the particular design feature yields a utrida advantage over hatlve package might be
without that particular featurdf.there is a utilitaian advantage from having the particular
feature, this would weigh ifavor of finding the feature i&inctional; if it seems merely
ornamental, incidental, or arbitraryistmore likely to be nonfunctional;

2. The Design’s Method of Manufacture. dansidering this factor, you may examine
whether the particular feawiresult from a relatively singor inexpensive method of
manufacture. If the feature @sresult of a particularlgconomical production method, this
weighs in favor of finding the feature is furaral; if the feature is essential to the use pr
purpose of the product packaging or affects it oo quality, it is mee likely functional;

3. Availability of Alternate Designs. In coitring this factor, you may examine whethel
an alternate design could have been used a@tmpetition in the market for that type|of
product would not be hindered by allowiogly one person to exclusively use the
particular package design or configuration. this to be answered in the affirmative, the
alternatives must be more than mettblgoretical or speculative. They must be
commercially feasible. The unavailability afsufficient number of alternate designs
weighs in favor of finding the degi or feature is functional; and

4. Advertising Utilitarian Advantage in the Bigin. In considering this factor, you may
examine whether the particular package desrgronfiguration habeen touted in any
advertising as a utilitarian adviage, explicitly or implicitly If a seller advertises the
utilitarian advantages @ particular feature of the pacladesign, this weighs in favor g
finding that feature is functional.

—

If you find, after considering ther§it two factors, that the whobtmllection of Batures making up
the product packaging design is ed&#d to the package’s use purpose or affects the package'’s
cost or quality, then the design is functibaad you need not consider further factors.

Nuance has the burden of proving non-functionalftits trade dress by a preponderance of the
evidence.
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FINAL JURY INSTRUCTION NO. 40 RE INFRINGEMENT — LIKELIHOOD OF

You must consider whether ABBYY'’s use of Ngais trade dress is liketo cause confusion
about the source of Nuansedr ABBYY’s products.

| will suggest some factors you should consideteciding whether #re is a likelihood of
confusion. The presence or absence of any patitattor that | suggest should not necessar
resolve whether there was a likelihood of emndn, because you must consider all relevant
evidence in determining this. As you consittex likelihood of confusion you should examine
following.

1.

. ABBYY'’s Use of the Trade Dress. If ABYY and Nuance use their packaging design

CONFUSION — FACTORS — SLEEKCRAFT TEST

Strength or Weakness of Nuance’s Traded3r The more the consuming public
recognizes Nuance’s trade dress as an itidicaf origin of Nuance’s goods, the more
likely it is that consumers would be condalsabout the source of ABBYY'’s goods if
ABBYY uses a similar packaging design.

on the same, related, or complementary kiofdgoods, there may keegreater likelihood
of confusion about the sourcetbe goods than otherwise.

Similarity of Nuance’s and ABBYY’s packagsigns. If the overall impression create
by Nuance’s trade dress in the marketpiac@milar to that created by ABBYY’s
packaging design in appearance, thegegseater chance okklihood of confusion.

Actual Confusion. If use by ABBYY of Nuae’s trade dress héd to instances of
actual confusion, this strongly suggestskalihood of confusion. However actual
confusion is not required f@ finding of likelihood of confusion. Even if actual
confusion did not occur, ABBYY’s use ofdlirade dress may still be likely to cause
confusion. As you consider whether thede dress used by ABBYY creates for
consumers a likelihood of confusion with &hce’s trade dress, you should weigh any
instances of actual confusionaaigst the opportunities for sucbnfusion. If the instance
of actual confusion have been relativilgquent, you may find that there has been
substantial actual confusion. If, by contrdere is a very large number of opportuniti
for confusion, but only a few isolated iastes of actual confusion you may find that
there has not been substantial actual cemfusEvidence of confusion from surveys
prepared for purposes of this litigation daused to establish actual confusion.

ABBYY'’s Intent. Knowing use by ABBYY ofNuance’s trade dress to identify similar
goods may show an intent to derive bérfebm the reputation of Nuance’s products,
suggesting an intent to cause a likelihoodmifusion. On the other hand, even in the
absence of proof that ABBYY acted knawgly, the use of Nuance’s trade dress to
identify similar goods may indicate a likelihood of confusion.

Marketing/Advertising Channels. If Nuanseind ABBYY'’s products are likely to be
sold in the same or similar stores or outletsadvertised in similar media, this may
increase the likelihood of confusion.

Consumer’s Degree of Care. The more soaitad the potentidduyers of the goods or,
the more costly the goods, the more carafd discriminating the reasonably prudent
purchaser exercising ordinacgution may be. They may be less likely to be confused
similarities in the Nuance'and ABBYY’s packaging designs.
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FINAL JURY INSTRUCTION NO. 41 RE TRADE DRESS DAMAGES IN GENERAL

It is the duty of the Court tmstruct you about the measuredamages. By instructing you on
damages, the Court does not mean to suggesiich party your verdict should be rendered.

If you find for Nuance on its trade dress clayou must determine Nuance’s damages. Nuan
has the burden of proving damages by a prep@mte of the evidence. Damages mean the
amount of money that will reasonably and facbmpensate Nuance for any injury you found
was caused by ABBYY'’s use of tiringing packaging designs.

It is for you to determine what damages, if dmgye been proved. Your award must be base(
upon evidence and not upon speculation, guesswork or conjecture.

In this case, Nuance is see§fiABBYY'’s profits on the productthat it believes infringe
Nuance’s trade dress. Damages for trade anéssgement started on the date that ABBYY’s
infringing conduct began. You may award Nuanamney damages for all violations that
occurred on the date the infringing ABBYYqgaluct was released and any date after that.
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FINAL JURY INSTRUCTION NO. 42 RE TRADE DRESS DAMAGES —
DEFENDANTS’ PROFITS (15 U.S.C. § 1117(a))

If you find for Nuance on its trade dress claMuance is entitled tany profits earned by
ABBYY that are attributable tthe infringement, which Nuance proves by a preponderance
evidence.

Profit is determined by deducting expenses from gross revenue.

Gross revenue is all of ABBYY'’s receipts fromngthe trade dress the sale of infringing
ABBYY products. Nuance has the burden of proving ABBYY’s gross revenue by a
preponderance of the evidence.

Expenses are all operating, overhead, and ptaducosts incurred in producing the gross
revenue. ABBYY has the burden of proving these expenses by a preponderance of the ev

ABBYY has the burden of proving the portion of {h@fit attributable tdactors other than use
of the infringed trade dre$y a preponderance of the eviden Unless you find that ABBYY
has proven that a portion of the profit frone ttale of ABBYY productsising Nuance’s trade
dress is attributable to factavgher than use of the trade dregsy shall find that the total profit
is attributable to the infringement.

-45-

nf the

idence




© 00 N o o b~ w N P

N N N N DN DN NN DN R P R R R R R R R R
® N o O~ W N P O © 0N O 0NN W N B o

CLOSING INSTRUCTIONS
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FINAL JURY INSTRUCTION NO. 43 RE TAKING NOTES
You may have taken notes duritige trial. Whether or ngtou took notes, you should rely on

your own memory of the evidence. Notes are ¢olgssist your memory. You should not be
overly influenced by your notes those of your fellow jurors.
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FINAL JURY INSTRUCTION NO. 44 RE DUTY TO DELIBERATE

When you begin your deliberations, you should ed@et member of the fju as your presiding
juror. That person will preside over the deliitions and speak for you here in court.

You will then discuss the case with your fellowgts to reach agreement if you can do so. Ya
verdict must be unanimous.

Each of you must decide the case for ydfirbet you should do so only after you have
considered all of the evidencesdiissed it fully with the other jui® and listened to the views
your fellow jurors.

Do not hesitate to change your opinion if thgcussion persuades you that you should. Do n
come to a decision simply because other jurors think it is right.

It is important that you attempt to reach a unayus verdict but, of cose, only if each of you

can do so after having made your own conscientilegssion. Do not change an honest belief
about the weight and effect of teeidence simply to reach a verdict.
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FINAL JURY INSTRUCTION NO. 45 RE COMMUNICATION WITH COURT

If it becomes necessary during your deliberatimnsommunicate with me, you may send a ng
through the courtroom deputy, signed by your pragiguror or by one or more members of th
jury. No member of the jury should evéteanpt to communicate with me except by a signed

writing; | will communicate with any member tife jury on anything concerning the case only i

writing, or here in open court. If you send aujuestion, | will consult ith the parties before
answering it, which may take some time. Yvoay continue your delilbations while waiting for
the answer to any question. Rememberybatare not to tell anyone—including me—how th
jury stands, numerically or otheise, until after you have reaaha unanimous verdict or have
been discharged. Do not disclosg &nte count in any note to the court.
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FINAL JURY INSTRUCTION NO. 46 RE RETURN OF VERDICT
A verdict form has been prepared for you. After you have reached unanimous agreement

verdict, your presiding juror will fill in the forrthat has been given to you, sign and date it, &
advise the court that you amsady to return to the courtroom.
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