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Oracle’s $3 Billion Day of Reckoning Nears After
Decade of Litigation

Enterprise IT firm has one last appeal before being required to pay rival
billions in damages.
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This alert compares the language used in the company’s latest filing with the period before.
Research suggests changes in language, particularly in the risk factor section, is a powerful
indicator of future performance. Companies that change filing language, according to research,
underperform those that don’t by 30-50 basis points per month for the following year.

Oracle Makes One Last Appeal to Avoid $3 Billion Jury Verdict
Since 2011 Oracle, an enterprise IT services firm, has been fighting litigation filed by Hewlett
Packard Enterprise Company (HP) accusing Oracle of a laundry list of violations. Not only did
HP accuse Oracle of breach of contract for announcing it no longer planned to make software
for certain HP servers, HP also accused Oracle of violating a settlement agreement between the
companies.

The case also involves allegations of trade secret theft related to Oracles’ poaching of ex-HP
CEO Mark Hurd. In 2016, a California jury awarded HP $3 billion in damages and post-judgment
interest. Three months before filing its latest 10-Q, Oracle lost an appeal. A month later Oracle
lost again when it asked the same court to take another look. Six weeks ago, Oracle appealed
the case to the California Supreme Court, the last legal arbiter in the dispute:

“If the Court of Appeal’s judgment is ultimately affirmed, we would be liable for the
amount of the jury award that is described above plus post-judgment interest.”

Excluding a decade’s worth of interest, $3 billion is nearly equivalent to the current quarter’s
operating income of $3.4 billion. As of the company’s last 10-K, no reserve had been recorded
in connection with the litigation. If Oracle is ultimately liable, not only will the jury verdict
negatively impact cash flows but also the company’s reported earnings.

https://www.nickwinkler.net/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1658471
https://law.justia.com/cases/california/court-of-appeal/2021/h044371.html
https://www.sec.gov/ix?doc=/Archives/edgar/data/1341439/000156459021047772/orcl-10q_20210831.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1341439/000156459020030125/orcl-10k_20200531.htm#ITEM_3_LEGAL_PROCEEDINGS

