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PRELIMINARY STATEMENT

MGA’s response brief fails to explain how its trade-secret counterclaim 

could be timely filed in August 2010 under a three-year statute of limitations even 

though it hired away from Mattel in 2004 several employees it pleaded had 

knowledge of the accused toy fair conduct, and made discovery requests about that 

conduct more than three years before it asserted the claim. MGA likewise fails to 

explain how the record can support $85 million in trade-secret damages (much less 

that amount doubled by exemplary damages) even  though the jury’s list of the 26 

out of 114 accused trade secrets on which it found liability and damages was an 

entirely different list from MGA’s own expert’s list and the expert testified that

product-specific calculations were required.  Finally, MGA offers no precedent for 

shifting fees and costs in a copyright case where a jury and judge had upheld the 

claim in an earlier trial, nor for imposing such fees and costs on a party that is 

blocked from seeing the contents of invoices that are virtually entirely redacted.

Rather than engage these deficiencies in the record, MGA rehashes its

rhetorical attack on Mattel for supposedly suppressing competition in the market 

for dolls.  But unless the verdict is supported by evidence that Mattel profited as a 

result of misappropriation of specific trade secrets that were actually protected at 

toy fairs, sustaining its judgment creates the opposite risk:  penalizing Mattel for 

engaging in competition based on its use of information in the public domain and 
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bestowing on MGA a monopoly on unprotectable ideas against Mattel and every 

other participant in the toy industry.  Cf. Bonito Boats, Inc. v. Thunder Craft Boats, 

Inc., 489 U.S. 141, 149 (1989).  This Court should reverse or alternatively remand 

for new trial on liability and damages as to the supposedly stolen 26 trade secrets.

Similarly, by arguing that the award of $137 million in copyright fees and 

costs is a fit remedy for Mattel’s alleged efforts to “litigate MGA to death,” MGA 

ignores the factors this Court requires to be applied in such awards.  It also ignores 

that MGA’s antitrust, wrongful injunction, abuse of process, and RICO claims 

against Mattel for its supposed litigation crusade were all dismissed as meritless—

rulings that MGA did not appeal.  In any event, MGA offers no legitimate basis to 

uphold the massive award of fees and costs here, which should at a minimum be 

remanded for recalculation, with Mattel afforded fair access to invoices for 

purposes of apportioning copyright from other fees upon remand.

ARGUMENT

I. MGA’S TRADE-SECRET COUNTERCLAIM IS TIME-BARRED

MGA does not dispute that Mattel’s toy fair conduct occurred more than 

three years before MGA filed its trade-secret counterclaim.  Instead, MGA argues

that the district court had broad discretion to find that MGA’s counterclaim was 

compulsory and thus related back to Mattel’s trade-secret claim, that a compulsory 

counterclaim need not arise from the same operative facts as the underlying claim, 
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3

and that MGA did not know about the toy fair conduct until it obtained discovery 

in July 2010.  All three arguments are incorrect and should be rejected.

A. The Standard Of Review Is De Novo

MGA errs in arguing (MGA Br. 22-23) that relation back and timeliness, in 

the compulsory counterclaim context, are subject to abuse-of-discretion review.  

“We review de novo the question of when a cause of action accrues and whether a 

claim is barred by the statute of limitations.  We also review de novo the district 

court’s application of the Federal Rules of Civil Procedure, including Rule 15(c)’s 

relation back doctrine.”  Oja v. United States Army Corps of Eng’rs, 440 F.3d 

1122, 1127 (9th Cir. 2006) (citations omitted); see Percy v. San Francisco Gen. 

Hosp., 841 F.2d 975, 978 (9th Cir. 1988) (this Court is “in as good a position as the 

district court to decide whether the ‘conduct, transaction, or occurrence’ test of 

[Rule 15] has been met”).

Contrary to MGA’s argument, where a finding that a counterclaim is 

compulsory has substantive effects, as it does here on relation back and timeliness, 

the de novo standard of review that applies to the substantive issue also applies to 

the issue of whether the counterclaim is compulsory.  E.g., In re Pegasus Gold

Corp., 394 F.3d 1189, 1193, 1195-97 (9th Cir. 2005) (de novo review of 

compulsory issue that determined sovereign immunity); Pochiro v. Prudential Ins. 

Co., 827 F.2d 1246, 1249-53 (9th Cir. 1987) (de novo review of compulsory issue 
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where it led to dismissal under Rule 12 or Rule 56 pursuant to state law).  

Moreover, numerous authorities provide, even outside the timeliness context, that a

ruling that a counterclaim is compulsory is reviewed de novo—whether raised in a 

separate case or the same case.  E.g., Transamerica Occidental Life Ins. Co. v. 

Aviation Office of Am., Inc., 292 F.3d 384, 389 (3d Cir. 2002) (separate case); 

Peter Farrell Supercars, Inc. v. Monsen, 82 F. App’x 293, 298 (4th Cir. Dec. 3, 

2003) (same case) (unpublished; citable under 4th Cir. R. 32.1); Tank Insulation 

Int’l, Inc. v. Insultherm, Inc., 104 F.3d 83, 86 (5th Cir. 1997) (separate case); 

Driver Music Co., Inc. v. Commercial Union Ins. Cos., 94 F.3d 1428, 1435 (10th 

Cir. 1996) (same case); Montgomery Ward Dev. Corp. v. Juster, 932 F.2d 1378, 

1379 (11th Cir. 1991) (separate case).  MGA cites no on-point authority to the 

contrary.1

That the rulings in question resolved motions to dismiss and for summary 

judgment further supports de novo review.  Movsesian v. Victoria Versicherung 

  
1 Neither this Court’s decision in Monotype Corp. PLC v. Int’l Typeface 

Corp., 43 F.3d 443 (9th Cir. 1994), nor the Federal Circuit’s vacated decision in 
Genentech, Inc. v. Regents of Univ. of Cal., 143 F.3d 1446 (Fed. Cir. 1998), 
vacated, 527 U.S. 1031 (1999), is apposite.  Monotype addressed the “breadth” of 
the judgment without analyzing the standard of review; the panel appears to have 
afforded deference in light of the discretion a district court has to determine the 
scope of its judgment.  43 F.3d at 453-54.  Genentech addressed an anti-suit 
injunction; the court appears to have reviewed deferentially based on the deference 
afforded injunction decisions generally.  143 F.3d at 1455-56 (citing Warshawsky 
& Co. v. Arcata Nat’l Corp., 552 F.2d 1257, 1260 (7th Cir. 1977) (making “our 
own independent determination of the counterclaim question”)).
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AG, 670 F.3d 1067, 1070-71 (9th Cir. 2012) (en banc) (de novo review applies to 

denial of motion to dismiss); Nw. Envtl.. Advocates v. Nat’l Marine Fisheries 

Serv., 460 F.3d 1125, 1132 (9th Cir. 2006) (same, summary judgment).

B. MGA’s Claim Was Not Compulsory

MGA argues (MGA Br. 24-25) that the “flexible” transaction or occurrence 

test of Rule 13(a) requires only a “logical connection” between claims, but 

nowhere disputes that this test requires that “the same aggregate set of operative 

facts” serve “as the basis of both claims.”  Pegasus Gold, 394 F.3d at 1196 

(quoting In re Lazar, 237 F.3d 967, 979 (9th Cir. 2001)).  The authorities MGA 

cites confirm that a later claim is not compulsory unless it arises out of the same 

operative facts as an earlier one—even when both “obviously involve the same 

general subject matter.”  394 F.3d at 1196-97 (reversing finding that a 

counterclaim was compulsory); see Conceptus, Inc. v. Hologic, Inc., 2010 WL 

1460162, at *1 (N.D. Cal. April 12, 2010).  The test is thus similar to the “conduct, 

transaction, or occurrence” test of Rule 15(c), under which mere similarity in 

themes or general subject matters is insufficient for relation back.  E.g., Williams v. 

Boeing Co., 517 F.3d 1120, 1132-34 (9th Cir. 2008) (two different discrimination 

claims).

MGA insists (MGA Br. 12, 26) that the pleadings govern, but identifies no

overlap in the operative facts underlying MGA’s claims that Mattel stole MGA 
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trade secrets at toy fairs and Mattel’s claims that MGA stole Mattel trade secrets 

by hiring away Mattel employees (including Bryant, Machado and Brawer).  MGA

cannot dispute the district court’s conclusion that “MGA does not expressly allege 

that Machado and/or Brawer brought market intelligence group information to 

MGA from Mattel.”  ER236-37 (emphasis added). Nor does MGA point to any

allegation by Mattel that its defecting employees stole information originally taken 

by Mattel from MGA toy fair showrooms.  Even if Machado and Brawer brought 

Mattel’s “strategies” and “plans” for marketing and pricing to MGA (MGA Br. 

25), that is a far cry from bringing any specific toy fair trade secret.  Nor can

“Moxie” (MGA Br. 26 n.9) bridge the gap between the claims’ wholly different

“[e]ssential facts,” Moore v. N.Y. Cotton Exch., 270 U.S. 593, 610 (1926), for 

MGA never claimed that Mattel misappropriated any MGA Moxie secret at a toy 

fair.

MGA’s trade-secret counterclaim thus was not compulsory and cannot relate 

back to Mattel’s claim.

C. Absent Relation Back, MGA’s Claim Was Untimely 

Relying on an inapt order concerning laches,2 MGA states that it “did not 

know about” Mattel’s conduct until it obtained certain discovery in July 2010.  

  
2  The “starting date of a laches period,” including when a plaintiff “knew or 

should have known” of its claim, is in any event subject to de novo review by this 
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MGA Br. 27-28.  But the statute of limitations for trade-secret misappropriation 

starts to run when a plaintiff knows or has “reason to at least suspect that a type of 

wrongdoing has injured them.”  Cypress Semiconductor Corp. v. Sup. Ct., 163 Cal. 

App. 4th 575, 586 (2008).  MGA necessarily had such “reason to suspect” by 

August 2007, when it sought documents from Mattel regarding “access, or

attempts to gain access, to MGA showrooms, Plan-o-Grams, merchandising 

displays, Toy Fair displays on false pretenses (including, but not limited to, by 

using fake business cards).”  SER533-34.3  And MGA hired Machado and Brawer 

from Mattel to serve as MGA executives in 2004, 4 and pleaded that these 

executives knew of Mattel’s toy fair conduct.  ER1132-34. That knowledge is 

imputed to MGA,5 and MGA’s suggestion (MGA Br. 28 n.10) that imputation is 

    

Court.  Tillamook Country Smoker, Inc. v. Tillamook Cty. Creamery Assoc., 465 
F.3d 1102, 1108-09 (9th Cir. 2006).

3 MGA’s argument that “Mattel thwarted MGA’s diligent discovery efforts” 
(MGA Br. 27) is beside the point, for what matters for statute of limitations 
purposes is whether MGA was on notice, not how it obtained it.  Allegations of 
concealment are irrelevant “if a plaintiff is on notice of a potential claim.”  Snapp 
& Assocs. Ins. Servs., Inc. v. Malcolm Bruce Burlingame Robertson, 96 Cal. App. 
4th 884, 890-91 (2002).  Moreover, it was MGA, not Mattel, that demanded and 
obtained a years-long stay on the discovery requests that MGA complains went 
unsatisfied.  FER63.

4 Contrary to MGA’s argument (MGA Br. 120, that Brawer and Machado 
knew about Villasenor’s toy fair conduct does not mean that their own alleged 
misappropriation of separate Mattel trade secrets arose from the same transaction 
as that conduct.

5 See People v. Forest E. Olson, Inc., 137 Cal. App. 3d 137, 140 (1982) 
(recognizing “the well-established rule imputing knowledge of corporate officials 
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barred by Brawer’s and Machado’s confidentiality agreements with Mattel should 

be rejected.  Brawer’s agreement with Mattel, by its terms, see FER76-77, did not 

extend to a competitor’s trade secrets or to conduct like Villasenor’s that violated 

Mattel’s code of conduct, and the court, in dismissing Mattel’s claims against 

Machado, found that “Machado had no independent obligation to maintain the 

secrecy of Mattel’s trade secret information.”  FER54.  Moreover, Brawer and 

Machado used the information while at MGA for MGA’s benefit by trying to 

recruit Villasenor.  ER1448-63; FER5-8.

Because MGA’s claim was untimely as a matter of law, judgment should be 

entered for Mattel.

II. THE JUDGMENT OF TRADE-SECRET LIABILITY SHOULD BE 
REVERSED OR VACATED

MGA makes no attempt to offer product-by-product record support for the 

jury verdicts on 26 trade secrets.  It argues only that no such specific proof was 

required given general evidence (1) that MGA supposedly “restrict[ed] access to 

all its unreleased products” (MGA Br. 30); (2) that its “showroom information was 

always safeguarded against unauthorized disclosure” (MGA Br. 33); and (3) “that 

MGA routinely required trade show visitors to sign nondisclosure agreements for 

    

to the corporation itself”); O’Riordan v. Federal Kemper Life Assurance, 36 Cal. 
4th 281, 288 (2005).  Nothing in Redman v. Walters is to the contrary.  88 Cal. 
App. 3d 448, 454 (1979) (knowledge of law firm’s internal affairs not imputed to 
client).
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several years prior to 2006” (MGA Br. 30).  But the record fails to support even 

these general claims.  

(1) MGA concedes (MGA Br. 29-30) that 12 of the 26 supposedly secret 

products were publicized in the press.  Its answer that not every product detail was 

publicized is unavailing, for if that is so, then it was MGA’s burden to show what

details were still trade secrets and that Mattel misappropriated those trade secret 

details.  Sw. Stainless, LP v. Sappington, 582 F.3d 1176, 1189-90 (10th Cir. 2009)

(where it was “not always the case” that plaintiff protected the secrecy of its 

pricing information, court “look[ed] to the record to see whether [plaintiff] has 

established that the [specific pricing information at issue] was protected”); see 

Buffets, Inc. v. Klinke, 73 F.3d 965, 969-970 (9th Cir. 1996).6  

(2) MGA likewise concedes (MGA Br. 30) that the products at issue were 

not kept in separate locked rooms, but its own witnesses emphasized that such 

rooms were used to protect only truly secret products (none of which Mattel was 

found to have accessed or misappropriated).  ER530.  

(3) As to supposed nondisclosure agreements prior to 2006, MGA cites 

(MGA Br. 30-31) only a single agreement—one for a toy fair where none of the 

  
6  MGA would distinguish Sappington and Buffets (MGA Br. 33) on the 

ground that, here, “the jury heard testimony that MGA’s showroom information 
was always safeguarded against unauthorized disclosure.”  But the plaintiffs in 
Sappington and Buffets likewise claimed that they always protected their 
information as a general matter; as here, the evidence showed the contrary.  

Case: 11-56357     05/25/2012     ID: 8192955     DktEntry: 46     Page: 15 of 36



10

products at issue was viewed (ER379-80)—and Larian’s 2011 testimony that he 

doesn’t “remember the dates, the years, but we have had that policy in place for a 

few years.”  SER187-88. 

MGA calls the jury’s “selectivity” both “careful” and “conscientious” (MGA 

Br. 32), but identifies no evidence showing that the particular selections the jury

made had not already been made public.7

III. THE JUDGMENT OF $85 MILLION IN TRADE-SECRET 
DAMAGES SHOULD BE  REVERSED OR VACATED

The award of $3.4 million for each of 26 products cannot be sustained.  

MGA offered no non-expert basis at trial for the jury to decide the amount of its 

injury or Mattel’s benefit, and misapplies its expert’s calculations in defending the 

damages awards now.

A. No Non-Expert Evidence Supports The Jury’s Verdicts

MGA’s effort to justify the damage awards on some basis other than expert

testimony can be quickly dispensed with. The only non-expert “damages 

evidence” MGA cites (MGA Br. 39) consists of a Mattel email concerning a non-

MGA price list that purportedly saved Mattel “close to $1mm” and “financial 

records” consisting of Mattel annual reports, various MGA royalty statements to 

  
7  MGA concedes (MGA Br. 31) that it shared its information with the press

and with retailers knowing they would share it with MGA’s competitors, and 
nothing in Kewanee Oil Co. v. Bicron Corp., 416 U.S. 470 (1974), which protected 
disclosure to a licensee to develop a product, suggests that disclosures to the press
or one’s competitors are protected.  Id. at 475-76, 485-87.
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Carter Bryant, and various MGA financial statements.  None of these provides any 

basis for a jury to distinguish between Mattel’s profits from misappropriation and

Mattel’s profits from lawful competition.  Nor does MGA provide any basis for 

connecting a $1 million figure for entirely different information to the $3.4 million 

the jury awarded for each of the purportedly stolen 26 product trade secrets.

MGA recounts injuries from Mattel’s launch of “Wee 3 Friends” to compete 

with MGA’s “4Ever Best Friends” (MGA Br. 34) and supposed proof “that Mattel 

used its ill-gained knowledge to rush competing products to market” (MGA Br. 14 

(citing SER337)).  But 4Ever Best Friends was neither claimed as nor found to be a 

trade secret, and MGA’s (non-trade secret) claims relating to that product line were 

dismissed before trial.  ER164-77.

B. The Expert Evidence Bears No Resemblance To The Jury’s 
Verdicts

As for the expert evidence, MGA acknowledges that Malackowski offered 

“two methods for assessing damages,” both of which assessed unjust enrichment.  

MGA Br. 39.  But MGA points to no proof that Mattel used the particular trade 

secrets at issue and benefited (by approximately $3.4 million) from doing so, as 

necessary to show unjust enrichment. Nor does MGA show that either of 

Malackowski’s “methods” supports the actual verdicts.

1. Top-Down.  The top-down approach expressly required that the jury find

that all 114 products were misappropriated trade secrets.  ER501-02, 511 (“I 
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looked at 114 secrets that are asserted, and I assume they are all secret and that 

MGA prevails on liability.”) (emphasis added); ER630 (“I assume … that Mattel is 

found to win its liability case [which included 114 total secrets]”); FER13

(explaining that the top-down approach calculated total damages for all 114 trade 

secrets).  This approach was “useless” to the jury after it found liability as to only 

26.  O2 Micro Int’l Ltd. v. Monolithic Power Sys., Inc., 399 F. Supp. 2d 1064, 1077

(N.D. Cal. 2005).  As MGA conceded before the district court, the “jury did not in 

fact rely on the Top Down approach” and “appears to have rejected Mr. 

Malackowski’s Top Down approach....”  FER50.

MGA now contradicts the express testimony of its own expert and its 

concessions below, urging that the “top-down analysis did not depend on a 

misappropriation finding on all 114 products,” and instead supports up to $202 

million as a calculation of the “excess profit that Mattel derived from stealing 

MGA’s secrets (however many there were).”  MGA Br. 42 n.19 (emphasis added).  

This suggestion is baseless, for if the number of misappropriated trade secrets were 

immaterial, the top-down approach could have projected $202 million in damages 

for taking even a single claimed trade secret, yet Malackowski’s actual product-

specific calculations were as low as $20,000, and none approximated this 

enormous sum.
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2.  Bottom-Up.  Turning to the bottom-up approach that Malachowski 

developed precisely in order to deal with the event that “there was liability found 

as to some [items] and not as to others” (ER491, 594-95), MGA suggests (MGA 

Br. 35) that there is no need to “establish a matching Mattel product.” But here too 

MGA contradicts its own expert:

Q. And why was it important to you to show which ones Mattel had a 
competitive product on?

A.  Well, because I’m basing my bottom up analysis on a head start, 
intuitively, Mattel can only realize the head start benefit on those 
products they actually put into the market.  

ER493. MGA nowhere disputes that, as to 17 of the 25 products at issue (two of 

the 26 were identical), MGA adduced no evidence of any matching Mattel 

product.8

It is no answer for MGA to argue (MGA Br. 40-41) that Malackowski 

“explicitly calculated the $3.4 million figure as an average” and the jury could “do 

the same” based on testimony that “Mattel’s misappropriation of 26 MGA trade 

secrets had produced $88.5 million in damages” for 26 trade secrets:

First, the $88.5 million figure upon which MGA relies is a tally of trade-

secret specific calculations Malackowski made as to 26 specific products, 11 of 

  
8  MGA concedes that five of the remaining eight products were publicized 

in the press by the time of the toy fairs.  While MGA claims that aspects of the 
products remained undisclosed, MGA makes no effort to show that Mattel gained 
$3.4 million in benefits from each use of whatever product information remained 
undisclosed.  MGA Br. 36-37.

Case: 11-56357     05/25/2012     ID: 8192955     DktEntry: 46     Page: 19 of 36



14

which Mattel was found not liable for misappropriating.  $88.5 million is thus the 

sum of alleged benefits from both lawful and unlawful competition, and the 

resulting $3.4 million average improperly includes benefits Mattel lawfully

obtained.  A calculation of the benefits a party obtains from lawful conduct cannot 

be used to estimate the benefits it obtained from separate conduct found to be 

unlawful.  E.g., Vernon v. S. Cal. Edison Co., 955 F.2d 1361, 1372 (9th Cir. 1992).

Second, in arguing that the jury could “extrapolate” from Malackowski’s 

calculations for one set of 26 products to a different product set (MGA Br. 41), 

MGA ignores that, as it concedes (MGA Br. 42), the bottom-up approach was a 

method of calculating “a head start on competing products,” yet Malackowski 

expressly excluded 88 products from his “very fact-specific” bottom-up approach 

—including 11 as to which liability was found—because he could not find any

head-start damages for them at all.  ER610-11, 643-44, 647 (“I started with 114....  

I narrowed that to 32 products that compete, and for those 32, I believe that a head 

start can be calculated for 26 of them”).

Third, while arguing that Malackowski “explicitly calculated the $3.4 

million figure as an average” (MGA Br. at 40), MGA overlooks that Malackowski 

applied the $3.4 million figure only to four specific products as to which he 

determined head-start damages existed but could not be calculated precisely.  

ER643-44, 647.  MGA points to nothing that supports using a $3.4 million 
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“average” for either the 22 products for which Malackowski calculated specific 

amounts of head-start damages other than $3.4 million, or for the other 88 products 

for which there was no evidence of head-start benefits at all.  Malackowski himself 

never suggested that the $3.4 million “average” could be extrapolated to all 114 

trade secrets.9

Fourth, MGA ignores that, by Malackowski’s own account, application of 

the bottom-up approach required consideration of the release dates of both MGA’s 

and Mattel’s matching product.  ER641-50, 667-70.  Evidence of matching 

products and release dates is absent as to nearly every product—an evidentiary gap 

that the jury noted in its question to the court but that the court told the jury it 

could ignore.  ER302-03.  But unless head-start damages arise from pre-release 

date conduct, their award penalizes the lawful use of ideas in the public domain.

Fifth, an award of $3.4 million for each of the 114 products at issue would 

have totaled $387.6 million—an  amount that exceeds Mattel’s total profits from 

its entire My Scene line and that nearly doubles the highest calculation that 

Malackowski offered ($202 million).  Malackowski expressly recognized that his 

  
9 MGA claims in a footnote that the jury could have relied on 

Malackowski’s unadmitted chart to assess damages.  MGA Br. 40 n.18.  MGA 
does not discuss what those figures actually were, however, because the variations
between Malackowski’s fact-specific bottom-up calculations and the jury’s 
uniform $3.4 million awards undermine MGA’s claim.  
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bottom-up calculation was a “subset” of the top-down calculation, ER660, and

$387 million is no subset of $202 million.

In short, neither the amounts awarded by the jury nor the predicate findings 

that  25 trade secrets were used before they were publicly released is supported by 

evidence.  MGA’s Dazzlin’ Disco Café product, one of the 25 products the jury 

found Mattel misappropriated, exemplifies this evidentiary disconnect.  The 

product was neither in evidence nor mentioned at trial; there was no evidence of 

what Mattel did with whatever information Mattel obtained about it; and there was 

no damages evidence relating to it.  No evidence supports awarding $3.4 million—

later doubled by the district court—for the taking of information about this or any 

other product.10

IV. THE $137.2 MILLION COPYRIGHT FEES AND COSTS AWARD 
SHOULD BE REVERSED OR VACATED

A. The District Court Erred In Shifting Fees And Costs

MGA argues (MGA Br. 45) that a court “may” consider the factors this 

Court has held relevant to a copyright fees and costs award, but proper

  
10  None of the damages authorities MGA cites without analysis permits the 

type of speculation and guesswork at issue here.  Cf. Brewer v. Hustler Magazine, 
Inc., 749 F.2d 527, 529 (9th Cir. 1984) (verdict of $14,500 “within a range 
supported by the record”); Glovatorium, Inc. v. NCR Corp., 684 F.2d 658, 664 (9th 
Cir. 1982) (award supported by plaintiff’s testimony of the amount of lost profits);
Holland Livestock Ranch v. United States, 655 F.2d 1002, 1006 (9th Cir. 1981) 
(damages may not be “based on speculation or guess”).
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consideration of those factors is mandatory, not optional, and dictates that there 

should be no fee-shifting.

First, MGA argues the purposes of the Copyright Act are furthered because 

it advanced meritorious “copyright defenses.”  MGA Br. 45 (quoting Fogerty v. 

Fantasy, Inc.,, 510 U.S. 517, 527 (1994)).  But not even the copyright claim in this 

case was decided on copyright grounds; the seminal issue was contract law.  Far 

from “‘nudg[ing] copyright law in the direction of ‘free expression’” (MGA Br. 45 

(quoting ER19)), the verdicts nudged contract drafters to make unambiguous that 

the inventions agreements widely used in creative industries apply to work done on 

nights and weekends.  This Court’s prior decision certainly provided guidance on 

copyright standards, but the Court reached those copyright issues only because,

“[o]n remand, Mattel might well convince a properly instructed jury” of its 

ownership claim, Mattel, Inc. v. MGA Entm’t, Inc., 616 F.3d 904, 913 (9th Cir. 

2010)—something that ultimately did not come to pass.11

Second, MGA does not dispute that the district court failed to consider the 

“frivolousness” and “motivation” factors—two of the five factors that “courts in this 

  
11  MGA argues that its defense prevented the world from being deprived of 

Bratz since Mattel may not have produced the dolls.  MGA Br. 46 n.21.  MGA 
knows the opposite is true; Mattel sought and secured a court order to allow it to 
produce its own Bratz line after the first trial because MGA, preferring that no 
party produce Bratz, had sought to prevent that result.  FER59.
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Circuit consider.”  Halicki Films, LLC v. Sanderson Sales & Mktg., 547 F.3d 1213, 

1230 (9th Cir. 2008).

Third, as to “objective unreasonableness,” MGA makes no effort to defend 

the district court’s erroneous ruling that Mattel sought overbroad relief. Instead, 

MGA suggests that satisfying this factor is not “even presumptively necessary,” 

citing authority that “blameworthiness” need not be shown.  MGA Br. 47.  The fact 

that subjective blameworthiness is not required, however, does not entail that 

objective unreasonableness is not required, see Halicki Films, 547 F.3d at 1231 

(affirming denial of fees because claims were reasonable), and MGA fails even to

acknowledge the many authorities holding that this factor normally should be

dispositive, e.g., Matthew Bender & Co., Inc. v. West Publ’g Co., 240 F.3d 116, 

122-23 (2d Cir. 2001) (vacating fee award), after remand 41 F. App’x 507, 510 (2d 

Cir. 2002) (reversing fee award); Fogerty v. MGM Grp. Holdings Corp., Inc., 379 

F.3d 348, 357 (6th Cir. 2004) (similar); Mitek Holdings, Inc. v. Arce Eng’g Co., 198 

F.3d 840, 842 (11th Cir. 1999) (similar); NIMMER ON COPYRIGHT, § 14.10[D][3][b] 

(similar).12

  
12  MGA would also have the Court disregard the findings of copyright 

infringement by a jury and the district judge in the first trial, this Court’s
recognition that Mattel might prevail on remand, and the fact that Mattel’s claim 
survived summary judgment on remand.  MGA Br. 48 n.23.  Whether or not 
dispositive, however, these are relevant factors to be weighed in the objective 
unreasonableness calculus.
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The most MGA says on the substance of the crucial objective 

unreasonableness criterion is that “Mattel took unreasonable positions in this 

litigation.”  MGA Br. 47.  Yet MGA fails to identify anything unreasonable about 

Mattel’s copyright claim that the Bratz dolls infringed the Bratz prototypes created 

by Bryant:

(1) MGA states that Mattel “claimed ownership over subsequent generations 

of dolls that ‘are nothing like’ Bryant’s original sketches and sculpts.” MGA Br. 

47-48 (citing ER20-21). But that is incorrect, for Mattel claimed only that the 

“Bratz production sculpt” infringed as incorporated into subsequent generations of

dolls, a claim the district court found reasonable on remand.  ER67, 82, 401-03, 

426-27.

(2) MGA faults Mattel for seeking to “seize” its brand because it started with 

“two misappropriated names.” MGA Br. 48.  But this reference to the constructive 

trust relates to (non-copyrightable) names on which Mattel sought relief under state, 

not copyright, law. Mattel, 616 F.3d at 908 (“As to the state-law violations, the 

district court imposed a constructive trust over all trademarks including the terms 

‘Bratz’ and ‘Jade’”).

(3) MGA faults Mattel for seeking ownership of Bryant’s (non-copyrightable) 

“ideas.” MGA Br. 48.  But this issue too turns on state contract law:  Mattel never 

claimed that ideas are copyrightable, see Mattel, 616 F.3d at 913 (Mattel argued that 
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MGA copied “Bryant’s unique expression of bratty dolls, not just the idea”), and

Mattel claimed to own only Bryant’s ideas for doll designs, not all his ideas, 

pursuant to state contract law.

Fourth, MGA’s argument (MGA Br. 47) about the need to “deter” Mattel’s 

“well-established habit of seeking economic advantage through overly aggressive 

intellectual-property litigation” is hyperbolic.  For support, MGA quotes from 

Mattel, Inc. v. Luce, 2001 WL 1589175, at *9 (Cal. Ct. App. Dec. 13, 2001), but 

distorts it by omitting the critical phrase in that quote, reprinted in bold:  “Mattel’s 

former employee testified that Mattel aggressively defends against any entries in 

the fashion doll business and ‘anyone who makes an 11½ inch fashion doll paints a 

target on their back.’”  As to the claim that Mattel sought to drive its competitor out 

of business, Luce noted that “[t]here was substantial evidence that this statement 

was false.”  Id.  MGA also recites the line “Barbie comes to visit us so frequently”

from Mattel, Inc. v. Greiner & Hausser GmbH, 354 F.3d 857, 859 (9th Cir. 2003), 

but neglects to mention that Mattel was defending against an infringement claim 

there.

The relevant factors thus weigh strongly against fee shifting here.  The district 

court either failed to consider those factors or based its ruling on plain errors.  Its 

judgment should be reversed, or vacated for reconsideration.
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B. Even If Some Fees Could Be Shifted, The $137.2 Million Amount 
Should Be Vacated

MGA emphasizes (MGA Br. 44) the deference afforded to a district court’s 

calculation of fees.  But the errors of calculation at issue here are hardly mere 

minor mistakes that do no more than deprive the award of “auditing perfection” 

(MGA Br. 56 (quoting Fox v. Vice, 131 S. Ct. 2205, 2216 (2011)))—they are 

serious flaws that undermine it entirely.  The award is also a product of plain errors 

of law, which “by definition” amount to abuse of discretion.  Fox, 131 S. Ct. at 

2216 (quoting Koon v. United States, 518 U.S. 81, 100 (1996)).

1. The Court Failed To Limit Fees and Costs To Those MGA
Incurred In Defending Against the Copyright Claim

MGA offers no answer of substance for any of the defects of calculation at 

issue here:

(1)  Inflated Fees for “Defensive” Work.  MGA agrees that the court’s $105 

million fee award was determined by subtracting $24 million, the amount MGA 

purportedly spent on “non-copyright defensive work,” from $129 million, the 

stated amount of MGA’s overall “defensive” fees.  Yet MGA offers no basis for 

the district court’s starting assumption that MGA spent $129 million overall on 

defensive fees.  MGA states that such amount was undisputed, (MGA Br. 53 

(citing ER30)), but Mattel disputed it vigorously, explaining that MGA did not 

“apportion out even the fees it incurred litigating the many MGA affirmative 

claims that it lost on” and instead sought as copyright fees “every dime invoiced 
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by” the Skadden and Keller firms.  FER42; see FER38-47.  The only citation 

provided by either MGA or the district court for their “undisputed” proposition is 

to an MGA declaration that has no bearing on Mattel’s purported waiver. ER30.  

The district court’s mistaken assumption that MGA spent all $129 million on

defensive fees infects its entire award.13

(2) Duplication.  While not claiming entitlement to duplicative fees, MGA

attacks Mattel (MGA Br. 53-54) for relying on the discovery master’s report, 

which found tens of millions in duplicative billings. 14 MGA itself claimed 

elsewhere that fees billed by at least one of its firms were “false” and “fraudulent.”  

ER889-92; FER45-46.  MGA offers no defense for failing even to consider

whether fees should have been reduced on this basis.

(3)  Windfall.  MGA states that MGA’s unpaid law firms “assert against 

MGA an entitlement to receipt of all funds they billed that were awarded from 

Mattel.” MGA Br. 54.  That is not true, and MGA will never pay all fees shifted to 

Mattel.  The district court found, separately, that MGA’s firms wrote off as 

“discounts” more than $9 million in billed fees and that Skadden contracted away

its claim to approximately $13 million more in billed fees. MGA Entm’t, Inc. v. 

  
13 MGA suggests (MGA Br. 53) that the court “examined” billing records 

and a declaration, but the court’s opinion makes plain that it assumed the accuracy 
of this critically important figure.   

14  ER1421.  See FER23 (“THE COURT:  I’ve given [the discovery master]
the following instruction: Sort out the duplication.”).
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Hartford Ins. Grp., Case No. 5:08-cv-00457-DOC (Dkt. 522, filed Feb. 24, 2012).  

Mattel has been ordered to bear these fees, even though MGA will never pay them.

(4) Costs.  MGA agrees (MGA Br. 55) that the court assumed MGA sought 

$40 million in costs reimbursement, ignoring that MGA actually sought $6 million 

less (Mattel Br. 57).  MGA also offers no response to Mattel’s demonstration that 

costs plainly unrelated to the copyright claim were shifted, as well as costs that

were double- or triple-billed, costs incurred by other defendants, and costs incurred 

in other litigation.  

Auditing perfection is not required of a district court, but the enormous, one-

sided errors of calculation here render the $137 million award unjust.15

2. The Court Applied The Wrong Apportionment Standard

Even apart from these errors, the court applied an erroneous apportionment 

standard, improperly shifting fees incurred for work unrelated to the copyright 

claim.  

(1) Fees For Work Unrelated To The Copyright Claim.  MGA states that

“[t]here is no evidence that the court’s award included these fees” (MGA Br. 50 

  
15  MGA claims the award here is “smaller than awards in other complex 

cases, including intellectual property cases.”  MGA Br. 44 n.20.  Yet not one of the 
cases MGA cites involved a court-awarded fee pursuant to any fee-shifting statute, 
let alone Section 505.  In the sole intellectual property case cited, Oracle USA, Inc. 
v. SAP AG, No. 07-CV-1658, 2010 WL 5044279 (N.D. Cal. Dec. 10, 2010), there 
was no fee “award” at all; the parties agreed on a fee in exchange for the plaintiff’s 
waiver of its right to seek punitive damages.  FER19.
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n.25), but the plain language of the court’s order states that the court awarded the 

“fees [MGA] incurred in defending against the copyright claim and all related 

claims,” ER28 (emphasis added). Fox does not permit shifting fees for work 

unrelated to any copyright issue merely because the work relates to a claim that, in 

turn, relates to the copyright claim.  131 S. Ct. at 2214 (“allocation” of fees is not 

appropriate with respect to legal “work unrelated to [the fee-shifting] claim”).  For 

example, the parties litigated extensively over whether Bryant owed a duty of 

loyalty or fiduciary duty.  That work plainly had nothing to do with any copyright

issue (where no duty is required), yet fees for such work were shifted to Mattel 

merely because the claims to which those issues related—breach of loyalty and 

breach of fiduciary duty—were themselves related to the copyright claim.  MGA 

offers no defense for such a failure to apportion.

(2)  Fees For Work Related Both To Copyright And Other Claims.  MGA 

does not dispute that copyright apportionment standards have been imported from 

the civil rights context, where the rules of apportionment have now changed, but 

erroneously insists (MGA Br. 50-51) that copyright litigants more closely resemble 

civil rights plaintiffs than defendants for purposes of fee-shifting. Civil rights 

plaintiffs, however, differ from copyright litigants, given the special status of a 

civil rights plaintiff “as a ‘private attorney general,’ vindicating a policy that 

Congress considered of the highest priority,” Fox, 131 S. Ct. at 2213 (quoting 
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Newman v. Piggie Park Enters., Inc., 390 U.S. 400, 402 (1968) (per curiam)).  

Thus, while prevailing civil rights plaintiffs are entitled to fees absent “special 

circumstances,” Hensley v. Eckerhart, 461 U.S. 424, 429 (1983); Borunda v. 

Richmond, 885 F.2d 1384, 1392 (9th Cir. 1988), neither copyright plaintiffs nor 

defendants16 occupy a similar special status, and neither is entitled to fees as a 

matter of course.  Thus, after Fox, copyright litigants are not entitled to the liberal

apportionment standards that civil rights plaintiffs enjoy.

MGA’s fall-back is that the fee award would be appropriate even under the 

“but for” test.  MGA Br. 52. But MGA cites no evidence that $137.2 million in 

fees and costs “would not have been incurred but for Mattel’s copyright claims.”  

MGA Br. 53.  The court here awarded MGA fees and costs that were not even 

connected to Mattel’s copyright claim, let alone but for caused by that claim.  And 

while MGA now argues that its monetary exposure on the copyright claim is what 

motivated its defense, at trial it recognized the opposite—that “all of[] MGA’s 

profits are on the table as a result of the disgorgement theories under the state law 

claims” as well.  FER34 (emphasis added).

3. The Court Erred In Denying Access To MGA’s Fee Invoices

MGA argues that, because Mattel did not challenge “the rates charged by 

MGA’s attorneys” or the time required for “particular tasks” (MGA Br. 57), Mattel 

  
16  Mattel has never disputed that the same fee-shifting standards must apply 

to all copyright parties.
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waived all rights to review the nine-figure invoices for which MGA sought 

reimbursement.  This mischaracterization ignores that Mattel repeatedly

challenged apportionment and the fraud, waste and duplication in MGA’s bills, 

(ER 751, 846; FER40-46), and that Mattel sought invoices to support such 

challenges.  

MGA further argues, citing Clarke v. Am. Commerce Nat’l Bank, 974 F.2d 

127, 129 (9th Cir. 1992), that “specific task descriptions were properly redacted” 

as privileged.  MGA Br. 57-58.  But MGA did not identify and redact only those 

“specific task descriptions” that contain protectable information; it redacted all 

task descriptions in their entirety.  Clarke holds that information concerning “the 

general purpose of the work performed” on an attorney invoice is “usually not

protected from disclosure” and that “blanket” redactions are “extremely 

disfavored.”  974 F.2d at 129 (emphasis added).  Similarly, this Court expressly 

held in United States v. $1,379,879.09 Seized From Bank of America that a party 

opposing a fee request “must have access to the billing records underlying the fee 

request, including the specific descriptions of services rendered,” 374 F. App’x 

709, 711 (9th Cir. 2010) (reversing fee award), notwithstanding MGA’s false 
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characterization of this case (MGA Br. 59 n.32) as one “permitting party to ‘submit 

redacted versions of the billing records for review by’ its opponent.”17

By MGA’s own admission, the only “information” even arguably provided 

by the redacted invoices is information about the “allocation of time between 

affirmative and defensive claims” (MGA Br. 58-59 (emphasis added)), which 

obviously does not suffice for Mattel to test apportionment between the copyright

claim and other defensive claims.18  In fact, not even that much information was 

provided, for two of MGA’s firms (Skadden and Keller) never claimed to 

segregate defensive billings from offensive ones, and the district court found that

Orrick failed to do so accurately.  ER40.  The information granted to Mattel thus 

was not sufficient to evaluate apportionment.  Entm’t Research Grp., Inc. v. 

Genesis Creative Grp., Inc., 122 F.3d 1211, 1231 (9th Cir. 1997) (vacating fee 

award because “summaries” were insufficient to assess apportionment).19

  
17  The Court’s review of privilege issues is de novo. Clarke, 974 F.2d at 

130.
18  While MGA suggests elsewhere that the invoices “differentiat[ed] claims

according to matter number” and “segregat[ed] work by claim,” MGA Br. 57 
(italics added), there is no evidence that any of MGA’s lawyers billed specifically 
to the copyright claim or any other specific claim.

19  MGA briefly suggests Mattel might receive a “tactical advantage” in 
other cases if MGA’s wholesale redactions are not sustained.  This Court
previously has rejected such arguments.  $1,379,879.09 Seized, 374 F. App’x at 
711 (remanding with instructions to make specific descriptions of services 
available notwithstanding alleged prejudice in other cases).
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The adversary system, no less applicable to fee awards, depends on an 

adversary having an adequate basis for presenting its case.  Intel Corp. v. Terabyte 

Int’l, Inc., 6 F.3d 614, 623 (9th Cir. 1993) (party entitled to “peruse” and “parse” 

fee invoices even if district court has already done so).  MGA’s thousands of pages 

of blacked-out invoices make clear that Mattel was denied that right.  If any fees 

are to be awarded, a remand is required.

CONCLUSION

The district court’s judgment of trade secret liability and its monetary 

awards should be reversed.  In the alternative, those portions of the judgment 

should be vacated and remanded for a reassessment limited to the fees awards and 

the specific verdicts contested on this appeal.

Dated:  New York, New York
 May 25, 2012

 Respectfully submitted,

s/ Kathleen M. Sullivan  
Kathleen M. Sullivan
QUINN EMANUEL URQUHART 

 & SULLIVAN, LLP
51 Madison Avenue, 22nd Floor
New York, New York 10010
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that on May 25, 2012, I electronically filed the foregoing “Reply Brief of 

Plaintiffs-Appellants” with the Clerk of the Court for the United States Court of 

Appeals for the Ninth Circuit by using the appellate CM/ECF system.  I certify that 

all participants in the case are registered CM/ECF users and that service will be 

accomplished by the appellate CM/ECF system.  

I further certify that I caused one copy of Plaintiffs-Appellants’ Further 

Excerpts of Record to be served by third-party carrier, FedEx, for delivery within 

one business day, upon:

Jason D. Russell, Esq.
Skadden, Arps, Slate, Meagher & Flom
300 South Grand Avenue
Suite 3400
Los Angeles, CA 90071

Mark E. Overland, Esq.
Law Offices of Mark E. Overland
100 Wilshire Boulevard, Suite 950
Santa Monica, CA 90401

Todd E. Gordinier, Esq.
Peter N. Villar, Esq.
Bingham McCutchen, LLP
600 Anton Boulevard, 18th Floor
Costa Mesa, CA 92626

 s/Kathleen M. Sullivan
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