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Defendant and counterclaim plaintiff Curtis International, Ltd. (“Curtis”) respectfully 

requests that the Court bifurcate trial in this matter into two phases.   In phase one, the parties 

will present evidence related to the alleged infringement of the patents-in-suit, validity, and 

Curtis’ affirmative defenses, save exhaustion and FRAND-related claims and defenses.  In phase 

two, the parties will present evidence related to Curtis’ exhaustion defense, FRAND-related 

defenses, and Curtis’ FRAND-based breach of contract and promissory estoppel counterclaims.  

Bifurcation will conserve judicial resources, reduce the burden placed on the jury, and avoid 

prejudicing Curtis’ ability to defend against the plaintiffs’ infringement claims while maintaining 

its FRAND-based counterclaims and defenses.  Curtis requests that the Court allocate one week 

to each phase of the trial, and try both phases to the same jury.  Curtis is not asking the Court to 

enlarge the time for trial, empanel a second jury or bifurcate discovery.       

I. Introduction  

This action involves four plaintiffs asserting infringement of twenty-six claims of five 

patents.  (Case No. 9:13-cv-80568
1
, Dkt. No. 1).  The plaintiffs base their infringement 

allegations on the assertion that the patents-in-suit are essential to the Advanced Television 

Systems Committee (“ATSC”) standard governing the manufacture and sale of digital televisions 

in the United States.  (Case No. 9:13-cv-80568, Dkt. No. 1, at ¶17 (“Each of the patents-in-suit is 

infringed by practice of the ATSC Standard.”)).  Curtis has denied infringement, denied that the 

patents-in-suit are standard essential, and asserted numerous affirmative defenses and 

                                                 
1
 Plaintiffs brought three separate cases against three defendants—Craig Electronics (“Craig”) (Case No. 9:13-cv-

80567), Curtis (Case No. 9:13-cv-80568), and Viewsonic Corp. (“Viewsonic”) (Case No. 9:13-cv-80570).  On 

September 20, 2013, the Court consolidated these cases for pretrial purposes only, and designated Case No. 9:13-cv-

80567 as the lead case.  Because certain orders and pleadings referenced in this motion were entered in the Curtis 

matter before and after pretrial consolidation, citations to docket entries will be preceded with the appropriate case 

number. 
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counterclaims—including breach of contract and promissory estoppel counterclaims related to 

the plaintiffs’ undisputed “FRAND” obligations.  “FRAND” is discussed in detail below, but 

briefly put it requires the plaintiffs to offer any potential licensee, like Curtis, a license on the 

individual patents-in-suit on a “Fair, Reasonable, And Non-Discriminatory” basis—something 

which the plaintiffs refuse to do.  (Case No. 9:13-80567, Dkt. No. 38).
 
 

Although Curtis will show that the patents-in-suit are not “essential” to the standard at 

issue and are not infringed, the plaintiffs’ mere assertion of standard-essentiality creates a 

concomitant obligation to license the patents-in-suit on FRAND terms.  In other words, the 

plaintiffs promised not to hold-up Curtis or others allegedly complying with the applicable 

standard and promised to limit their demands to a fair and non-discriminatory royalty for the 

individual patents-in-suit.  The plaintiffs have expressly and unequivocally acknowledged this 

obligation in, among other places, their complaint (Case No. 9:13-80568, Dkt. No. 1, at ¶ 27) and 

their answer to Curtis’ counterclaims (Case No. 9:13-80567, Dkt. No. 46, at ¶¶ 46, 51, 52).  The 

plaintiffs reneged on this promise and violated their FRAND obligations, for example, by 

manipulating the standard setting process, by refusing to license the individual patents-in-suit on 

FRAND terms, by demanding artificially inflated and excessively high prices on their pool 

licenses, and by including non-essential patents in their pools, all in furtherance of collecting 

unfair and discriminatory royalties for their allegedly standard-essential portfolios.          

Accordingly, the jury in this case will face not only the inherently complex issues of fact 

and law associated with traditional patent-infringement actions, but also the distinct factual and 

legal issues surrounding the plaintiffs’ FRAND violations.  A consolidated trial will require the 

jury to weigh evidence regarding: (1) the validity of all asserted claims; (2) liability for 

infringement of those claims by more than thirty four accused products; (3) Curtis’ exhaustion 
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and other defenses; (4) the plaintiffs’ liability for breach of their FRAND obligations; and (5) 

damages.  The sheer volume and complexity of the evidence and legal concepts at issue threaten 

to confuse the jury.  Further, the nature of the evidence to be presented in support of Curtis’ 

FRAND-based counterclaims is subject to the protections of Federal Rules of Evidence 408 and 

403.  Such evidence is highly prejudicial to Curtis when considered by the jury alongside 

infringement and validity: for example where the jury is asked to weigh, on the one hand, Curtis’ 

non-infringement evidence, and on the other hand, Curtis’ efforts to compromise with respect to 

licensing the patents-in-suit.  

Bifurcation promises to streamline the evidence and issues presented to the jury, conserve 

judicial resources, and avoid prejudice to Curtis.  Moreover, bifurcation will not prejudice the 

plaintiffs, as Curtis is not requesting the Court enlarge the time for trial, empanel a second jury 

or bifurcate discovery.  Therefore, Curtis requests that the Court bifurcate trial into a first phase 

(addressing infringement, validity, and non-second phase counterclaims/defenses) and a second 

phase (addressing damages, Curtis’ FRAND-based counterclaims and FRAND-related defenses, 

and Curtis’ exhaustion defense).
2
        

II. Factual Background  

A. The Parties 

Curtis is a Canadian corporation with less than 70 employees that imports low-cost, low-

margin televisions and other domestic electronics and household appliances to California, where 

                                                 
2
 Curtis specifically requests that the Court order the following claims and defenses to be tried in phase two: 

 Plaintiffs’ damages claims, Curtis’ affirmative defenses for Limitations on Damages under 35 U.S.C. § 287 

(12
th
 affirmative defense), , Failure to Mitigate (16

th
 affirmative defense), and Limitations on Damages 

under 35 U.S.C. § 286 (18
th
 affirmative dense); 

 Curtis’ twenty-sixth affirmative defense and first and second counterclaims, relating to Plaintiffs FRAND 

violations;  and  

 Curtis’ twenty-fourth affirmative defense (for License, Exhaustion and First Sale) be tried in phase two.    

See Case No. 9:13-80567, Dkt. No. 38.  Curtis requests that all other claims and defenses be tried in phase one. 
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a third party then distributes the products to discount retailers in the United States.  Curtis does 

not design or make the products, which are manufactured in China and only badged with Curtis’ 

private labels prior to being sold. 

The plaintiffs, on the other hand, are some of the biggest names in the electronics market.  

Panasonic alone is projecting an operating profit of $2.75 billion for 2013.  See Ex. 1, Sophie 

Knight, Panasonic Raises Full-Year Operating Profit Forecast, Reuters, October 31, 2013, 

available at http://finance.yahoo.com/news/panasonic-raises-full-operating-profit-

061746661.html.  The plaintiffs are also holders of enormous patent portfolios, which they use 

not only as a source of revenue and profit, but as a means to stifle competition and drive 

competitors from the market.  In this case, the plaintiffs contend that the patents-in-suit are 

essential to the ATSC standard, i.e., that their patents must be infringed by devices using the 

ATSC standard.  (Case No. 9:13-cv-80568, Dkt. No. 1, at ¶ 17).  

B. Standards, SSOs, and FRAND. 

1. Standards and SSOs 

A technical standard is, generally speaking, a common specification that lets standard-

compliant devices work together.  Put another way, standard-compliant products can talk to each 

other, because the standard provides a common language.  Standards provide many advantages.  

As the Third Circuit recently remarked, “standards that ensure the interoperability of products 

facilitate the sharing of information among purchasers of products from competing 

manufacturers,” and “industry-wide standards may also lower the cost to consumers of switching 

between competing products and services, thereby enhancing competition among suppliers.”  

Broadcom Corp. v. Qualcomm, Inc., 501 F.3d 297, 308-09 (3rd Cir. 2007).   Many of the 

products consumers use every day are manufactured according to standards.  Electric plugs and 
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outlets are manufactured according to a standard.
3
  “Wi-fi” enabled computers and other devices 

practice another standard.
4
  For this reason a consumer can buy an appliance from any 

manufacturer, knowing that they can plug it in to any outlet in the United States, and a consumer 

can buy an Apple iPhone and know that it can communicate with computers and other devices 

made by Sony, Samsung, Belkin or any other manufacturer practicing the “wi-fi” standard.   

Most technical standards are developed and published by private standard setting 

organizations (“SSOs”).  SSOs generally consist of members drawn from industry participants 

(for example corporations manufacturing compliant products), government agencies, academics, 

and engineers.  The formation of a standard is a collaborative process in which engineers from 

different companies, government agencies and academic institutions meet and contribute 

technology to the standard in progress.  Members of the SSO are then able to discuss and vote on 

the proposals that ultimately make it into the standard. 

For all the advantages offered by standardization, there are pitfalls, especially where a 

standard incorporates patented technology.  See Broadcom, 501 F.3d at 310.  For example, once 

a standard is set and widely adopted, companies often commit substantial resources into 

conforming to the standard (e.g. through the purchase of manufacturing equipment).  See Joseph 

Farrell et al., Standard Setting, Patents, and Hold-Up, 74 Antitrust L.J. 603, 612-15 (2007).  As a 

result, adopting technology different from the standard can become prohibitively expensive as 

companies become “locked in” to using the standard.  In this situation a patent holder that 

contributed an idea to a standard could lay in wait until a standard is widely adopted and then 

                                                 
3
Specifically, the National Electrical Manufacturers Association (NEMA), ANSI/NEMA OS 1-2008 Standard, 

available at http://www.nema.org/Standards/Pages/Sheet-Steel-Outlet-Boxes-Device-Boxes-Covers-and-Box-

Supports.aspx  
4
 Institute of Electrical and Electronics Engineers (IEEE) 802.11 Standards, available at http://www.ieee.org. 

. 
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demand that every participant in the industry pay a disproportionate royalty fee, thereby “holding 

up” the entire industry.  See Microsoft Corp. v. Motorola Inc., 696 F.3d 872, 876 (9th Cir. 2012).   

This hold-up concern is amplified where, as here, compliance with a standard is mandated by a 

government agency—the Federal Communications Commission (the “FCC”). 

2. FRAND  

To combat “hold-up” and other problems, many SSOs have adopted rules for the 

disclosure or declaration of patents that a member considers to be standard-essential.  SSOs also 

frequently require that members agree to license their allegedly standard-essential patents on 

“fair, reasonable and non-discriminatory” or “FRAND” terms.  What constitutes a “fair” or 

“reasonable” license is a fact-dependent inquiry; however the overarching goal is to avoid the 

hold-up described above.  See Apple, Inc. v. Motorola, Inc., 869 F. Supp. 2d 901, 913 (N.D. Ill. 

2012) (“The purpose of FRAND requirements . . . is to confine the patentee’s royalty demand to 

the value conferred by the patent itself as distinct from the additional value—the hold-up value—

conferred by the patent’s being standard-essential.”).  In other words, FRAND balances the 

interests of standard-essential patent holders with those of entities that implement the standard.  

On one hand, inclusion into a standard enhances the value of patented technology, e.g. by 

incentivizing, or even requiring, the use of patented technology over alternatives.  See Broadcom 

Corp. v. Qualcomm, Inc., 501 F.3d at 314.  On the other hand, FRAND obligations confine the 

royalty that can be demanded to “reasonable”—or non-holdup—levels.  Apple, Inc. v. Motorola, 

869. F. Supp. 2d at 913.   

In addition to being “fair” and “reasonable,” a FRAND royalty must also be “non-

discriminatory.”  In other words, FRAND does not allow special deals.  In this way, FRAND 

protects against anticompetitive behavior by essential patent holders.  Standards and SSOs, by 
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definition, require cooperation from entities that are fierce competitors in other fields.  See 

Broadcom Corp. v. Qualcomm, Inc., 501 F.3d 297, 308-09 (3rd Cir. 2007) (holding that a 

primary purpose of technical standards is to facilitate “the sharing of information among 

purchasers of products from competing manufacturers.”).  For example, plaintiffs Phillips and 

Zenith compete with one another (and with Curtis) in the market for digital televisions.  

Nevertheless, Zenith and Phillips (through a predecessor or affiliate) participated in standard 

setting for the entire industry, knowing they had patents on the technology they were advocating 

be adopted.  Moreover, each Plaintiff has contributed patents to the ATSC standard at issue, 

although the vast majority of these patents are not asserted in this case.   

Where the reasonableness requirement prevents a patent holder from extracting additional 

royalties under a threat of hold-up, the non-discrimination requirement prevents a patent-holder 

(or a cartel of several patent-holders) from gaining competitive advantage by charging disparate, 

and discriminatory rates to different competitors or potential licensees.  See Daniel G. Swanson 

& William J. Baumol, “Reasonable and Nondiscriminatory (RAND) Royalties, Standards 

Selection, and Control of Market Power,” 73 Antitrust L.J. 1, 7-11 (2005).  In fact, the U.S. 

Department of Justice has recognized FRAND as a necessary, pro-competitive safeguard to 

protect against the inevitable and acknowledged anticompetitive effects that accompany an 

allegedly standard-essential patent pool.  See  Ex. 2, DOJ Business Review Letter, at p. 16.    

By submitting to an SSO’s FRAND policy, standard-essential patent holders undertake a 

binding contractual obligation.  See Apple, Inc. v. Motorola Mobility, Inc., 886 F. Supp.2d 1061, 

1087-88 (N.D. Wisc. 2012); Microsoft Corp. v. Motorola, Inc., 854 F. Supp. 2d 993, 999 (W.D. 

Wash., 2012).  A principle purpose of FRAND policies is to protect entities that implement 

standards.  See Apple, Inc. v. Motorola Mobility, Inc., 886 F. Supp. 2d. at 1085.   Accordingly, 
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implementing entities are third-party beneficiaries to the contracts between the SSO and patent-

holder, with the right to enforce those contracts.  See Apple, Inc. v. Motorola Mobility., 886 F. 

Supp. 2d. at 1085, 1087-88; Microsoft Corp v. Motorola, Inc., 854 F. Supp. 2d. at 999 (holding 

that Microsoft, as a member of the SSOs at issue, was a third-party beneficiary).    

When a standard-essential patent holder breaches its FRAND obligations—for instance 

by refusing to license essential patents on reasonable terms, or seeking to exclude an 

implementer via an injunction—the implementer may recover damages caused by the breach.  

See Microsoft Corp. v. Motorola, Inc., No. C10-1823, 2013 U.S. Dist. LEXIS 138786, at *43-53 

(W.D. Wash., Sept. 24, 2013).  In Microsoft v. Motorola, a jury found that Motorola had abused 

its power as an owner of standard essential patents and violated its FRAND obligations.  

Microsoft Corp. v. Motorola, Inc., No. C10-1823, 2013 U.S. Dist. LEXIS 161762 (W.D. Wash. 

Nov. 12, 2013) (Granting Microsoft’s motion for entry of a Rule 54(b) judgment).  The jury 

found that Motorola’s exorbitant demands and threats caused real harm to Microsoft, and 

awarded Microsoft roughly $11.5 million in damages and roughly $3 million in attorney’s fees 

and costs.  Id.  In cases where a party’s violation of its duties to an SSO go so far as to constitute 

anticompetitive behavior or a restraint on competition, that party’s actions may render the 

relevant patents unenforceable or bar that party from alleging infringement based on compliance 

with a standard.  See In the Matter of Dell Computer Corp., 121 F.T.C. 616, 618 (May 20, 1996).  

In some circumstances, a patent holder’s violations of FRAND may rise to the level of 

anticompetitive conduct.  See Broadcom Corp. v. Qualcomm, Inc., 501 F.3d at 313-14.    

C. The ATSC Standard 

The Advanced Television Systems Committee (“ATSC”) promulgates standards 

governing the transmission and receipt of digital television signals in the United States and a 
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handful of other countries, including the standards at issue in this case (hereafter the “ATSC 

standard”).  The plaintiffs have asserted that the patents-in-suit are essential to the ATSC 

standard and have alleged that Curtis infringes solely by virtue of its sales of ATSC-compliant 

products.  (Case No. 9:13-cv-80568, Dkt. No. 1, at ¶¶ 17-19).  

The ATSC has adopted a patent policy requiring members—including the plaintiffs—to 

disclose any patents that could be essential to practicing the standard.  Ex. 3, ATSC Patent Policy 

at 2.  Members that own essential patents must then agree to provide a license to those patents 

for free or on FRAND terms.  See id. at 2.  All of the plaintiffs in this case have promised to 

license the patents-in-suit on FRAND terms.  See, e.g., Case No. 9:13-cv-80568, Dkt. No. 1, at ¶ 

27. 

On December 24, 1996, the FCC adopted the major elements of the ATSC Standard, 

mandating its use for digital terrestrial television broadcasts in the United States. See Ex. 4, 

Advanced Television Systems and Their Impact Upon the Existing Television Broadcast Service, 

MM Docket No. 87-268, Fourth Report and Order, 96 FCC Record 493 (rel. Dec. 27, 1996).  In 

doing so, it acknowledged that the proponents of the ATSC Standard “agreed to make any 

relevant patents that they owned available either free of charge or on a reasonable 

nondiscriminatory basis.”  See Ex. 4, FCC Report at 23. Furthermore, the FCC explicitly stated 

that its adoption of the ATSC standard “is premised on reasonable and nondiscriminatory 

licensing of relevant patents.”  See Ex. 4, FCC Report at 23.
5
   

                                                 
5
 See also Federal Communications Commission “Fourth Report and Order” In the Matter of Advanced Television 

Systems and Their Impact Upon the Existing Television Broadcast Service, MM Docket No. 87-268 (December 27, 

1996) (citations omitted) (“We reiterate that adoption of this standard is premised on reasonable and 

nondiscriminatory licensing of relevant patents.”). 
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D. MPEG LA   

MPEG LA is the administrator and licensing agent of the ATSC patent pool to which all 

the plaintiffs have contributed patents allegedly essential to the ATSC standard, including the 

patents-in-suit.  See Ex. 5, MPEG LA ATSC patent list.  MPEG LA is likewise the licensing 

agent for other allegedly standard-essential patent pools, including a pool related to the MPEG-2 

standard. When MPEG LA began developing its pool related to the MPEG-2 standard, it sought 

guidance from the Department of Justice (“DOJ”) on how to avoid violating antitrust laws.  See 

Ex. 2.  In its request for a Business Review Letter, MPEG LA represented to the Department of 

Justice that the MPEG-2 patent pool was limited to “technically essential patents, as opposed to 

merely advantageous ones, [which] helps ensure that the Portfolio patents are not competitive 

with each other and that the Portfolio license does not, by bundling in non-essential patents, 

foreclose the competitive implementation options that the MPEG-2 standard expressly left 

open.”  See id. at pg. 9-10.  MPEG LA also promised to the DOJ that it would require all licenses 

be granted on FRAND terms.  See id. at 10-11.   

On June 26, 1997, in reliance on MPEG LA’s promises, the DOJ issued a Business 

Review Letter regarding the MPEG-2 patent pool.  See Ex. 2.  The letter stated that the DOJ did 

not presently intend to investigate MPEG LA for antitrust violations based on their 

representations regarding, among other things, its licensing terms.  See Ex. 2 at 15-16.  Given 

that MPEG LA has not sought permission from the DOJ to operate the ATSC pool in a manner 

different from the MPEG-2 pool, it stands to reason that the same procompetitive safeguards 

inform the ATSC patent holder’s FRAND obligations.  This is especially true given that the U.S. 

government, through the FCC, mandates compliance with the ATSC standard.  See Ex. 4. 
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E. The Plaintiffs and MPEG LA Fail to Abide by Their FRAND Obligations  

1. MPEG LA’s Failure to Honor Its FRAND Obligations 

Curtis attempted to compromise and negotiate fair, reasonable, and non-discriminatory 

license agreements with MPEG LA, the licensing agent for the plaintiffs and the ATSC patent 

pool.  Throughout this time, MPEG LA and Curtis proffered various proposals and counter-

proposals.  Throughout the negotiations, Curtis informed MPEG LA that the royalty sought by 

MPEG LA was grossly excessive, unfair, and unreasonable given Curtis’ size, market position, 

the realities of the current market for Curtis’ products (for example the dramatic drop in the price 

of ATSC–compliant products) and the fact that MPEG LA is not entitled to collect back-

royalties.   MPEG LA continued to demand unreasonable licensing terms, despite the fact that it 

never illustrated to Curtis that the patents in the pool were standard essential, or informed Curtis 

that many of Curtis’ own manufacturers had already secured licenses from MPEG LA on the 

very products sold to Curtis and for which MPEG LA was now mandating a second royalty. 

Since the formation of the MPEG LA patent pool for ATSC standard patents, enormous 

changes have occurred in the market for ATSC–compliant products.    As almost any consumer 

has noticed, at a minimum, the price of ATSC–compliant products has dropped dramatically.  

Nonetheless, the rates for a license to the ATSC patent pool have not been correspondingly 

reduced.  This disproportionate rate is particularly problematic for low cost product vendors, like 

Curtis, because these companies have limited opportunities to raise prices or otherwise afford 

MPEG LA royalty rates.  Furthermore, since the inception of the ATSC patent pool, many 

patents that have been alleged to be essential to the pool have expired.  See Ex. 5, MPEG LA 

ATSC patent list.  Yet, the rates for a license to the ATSC patent pool have not been adjusted 

and/or dropped in accordance with patent expiration, and MPEG LA has insisted that Curtis take 
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a license to the entire ATSC pool at the unfair and unreasonable rate of $5.00 per unit sold.  See 

Ex. 6, available at  http://www.mpegla.com/main/programs/ATSC/Pages/FAQ.aspx.  There is 

also reason to call into question the essentiality of the patents included in the ATSC pool.  

Although MPEG LA is required to employ an independent patent evaluator to determine which 

patents are standard and essential to the ATSC Standard,
6
 it employed Kenneth Rubenstein and 

the law firm of Proskauer Rose to make this decision at the same time that Mr. Rubenstein and 

Proskauer were/are representing the interests of prospective and current ATSC pool patent 

holders—such as the plaintiffs in this case. 

MPEG LA also demanded back royalties from Curtis for products sold in the past even 

though MPEG LA had already extracted a license from many of Curtis’ product manufacturers.  

Curtis informed MPEG LA that it was not entitled to back royalties due to a number of legal and 

factual infirmities in their claim and that the payment of back royalties was not economically 

feasible.  Nevertheless, Curtis offered to compromise—including by offering to pay the dubious 

back royalty—on terms that were fair and reasonable.  MPEG LA repeatedly declined Curtis’ 

offers of compromise and insisted that Curtis enter into a license for the entire ATSC pool or 

face certain consequences, such as a threat to contact Curtis’ customers with claims that Curtis 

was not licensed and that the customers could therefore face liability.   

In late 2012 and/or early 2013, MPEG LA made good on its threats.  It sent 

correspondence to at least two of Curtis’ customers claiming that Curtis was not licensed to use 

the ATSC standard technology, and threatening the customers with liability for patent 

infringement.  Because of these threats from MPEG LA, Curtis was faced with two options—

                                                 
6
 See Ex. 7, Agreement Among Licensors Regarding the ATSC Standard, at sections 1.2, 2.4.  Although Ex. 7 has 

previously been marked “outside attorneys-eyes-only,” it was filed publicly as Dkt. No. 211-4 in British 

Telecommunications PLC et al. v. Haier America Trading, C.A. No. 7:09-cv-07114-WGY (S.D.N.Y.). 
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either submit to MPEG LA or face the consequences of lost customers and/or a potential and 

incredibly costly patent infringement suit.  At no time did MPEG LA ever inform Curtis that it 

could license any of the required patents directly from the patent holders.   

2. The Plaintiffs’ Failure to Honor Their FRAND Obligations 

On June 4, 2013, the plaintiffs filed suit against Curtis alleging infringement of the 

patents-in-suit.  (Case No. 9:13-cv-80568, Dkt. No. 1, at ¶¶ 10-14).  The plaintiffs’ sole basis for 

alleging infringement is their claim that Curtis sells products which allegedly comply with the 

ATSC standard despite the fact that their burden of proof to prove infringement is much higher.  

(Id. at ¶¶17-19)
7
  On August 30, Curtis filed its answer asserting non-infringement, among other 

denials and defenses.  (Case No. 9:13-cv-80567, Dkt. No. 34).   

In their complaint, the plaintiffs affirmed their obligation to offer Curtis (as well as 

anyone else who so requested) an individual license for each of the patents-in-suit on FRAND 

terms (Case No. 9:13-cv-80568, Dkt. No. 1 at ¶, 27).  Accordingly, on September 13, Curtis 

requested that each plaintiff provide royalty terms for each of the individual patents-in-suit in 

accordance with the plaintiffs’ FRAND obligations.  Despite Plaintiffs’ admitted and contractual 

obligations to offer such terms, the plaintiffs steadfastly refused Curtis’ request
8
—presumably, 

and improperly, with the goal of leveraging the inconvenience and cost of this litigation into 

Curtis taking an excessively high priced pool license for a world-wide patent portfolio(s) 

consisting of patents not asserted against Curtis or otherwise at issue in this case, patents that 

                                                 
7
 In order to prevail on infringement based on compliance with an industry standard, Plaintiffs must show the 

asserted patents “cover[] every possible implementation of the standard.”  Fujitsu Ltd. v. Netgear Inc., 620 F.3d 

1321, 1328 (Fed. Cir. 2010). 

8
 Plaintiff Phillips is the sole exception, although this is because the ’643 patent (asserted against Curtis here) is the 

only patent in MPEG LA’s ATSC pool owned by Phillips.   
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have already been licensed by many of Curtis’ product manufacturers, and/or patents that have 

not been shown to be standard or essential to the ATSC Standard.  

On October 28, 2013, Curtis filed its First Amended Answer to add, among others, 

affirmative defenses and counterclaims for breach of contract and promissory estoppel based on 

the plaintiffs’ failure to comply with their FRAND obligations—not just for refusing to provide 

Curtis with FRAND terms for the patents-in-suit, but for a host of other breaches and wrongful 

conduct the plaintiffs have undertaken both on their own, and through their licensing agent 

MPEG LA as described above.  (Case No. 9:13-cv-80567, Dkt. No. 38, at ¶¶ 9-56).  As just one 

example, the plaintiffs and MPEG LA have engaged in patent hold up by demanding licensing 

fees for the entire ATSC standard patent pool and the plaintiffs’ own ATSC standard portfolios 

that are excessive and largely duplicative in light of the fact that: (1) some patents have or will 

soon expire, (2) prices for ATSC consumer devices have fallen considerably since the 

introduction of the ATSC standard, and (3) many of Curtis’ manufacturers have already taken 

licenses for the products in question.   

The plaintiffs and MPEG LA have also engaged in patent hold-up by offering to license 

the entire ATSC standard patent pool as a pool of essential patents, despite failing to demonstrate 

the essentiality of all patents included therein, and despite having inadequate safeguards to 

ensure the pool was limited to patents actually essential to the ATSC standard—like employing a 

truly independent patent evaluator.  (Case No. 9:13-cv-80567, Dkt. No. 38, at ¶ 48).  In fact, 

Curtis has discovered evidence that the plaintiffs’ licensing agent, MPEG LA, has expressed a 

desire to include non-essential patents in at least its MPEG-2 patent pool.
9
  As a threshold matter, 

                                                 
9
 See Ex. 8.  Although Ex. 8 has been marked “Outside Attorney’s Eyes Only” it was filed publicly as Dkt. No. 237-

19 in British Telecommunications PLC et al. v. Haier America Trading, C.A. No. 7:09-cv-07114-WGY (S.D.N.Y.). 
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this contradicts MPEG LA’s assurance to the Department of Justice that the MPEG-2 pool was 

limited to “technically essential patents.”  See Ex. 2, DOJ Business Review Letter, at 9-10.  

Furthermore, the inclusion of non-essential patents in a pool constitutes a FRAND violation, in 

that it allows MPEG-LA to artificially inflate the patent pool, and thereby extend the life of the 

pool and/or charge artificially high prices.    

III. Argument and Authorities 

District courts have broad discretion to control and manage their dockets, including by 

bifurcating issues for separate trials.  See Fed. R. Civ. P. 42(b) (“For convenience, to avoid 

prejudice, or to expedite and economize, the court may order a separate trial of one or more 

separate issues, claims, crossclaims, counterclaims, or third-party claims.”); Amado v. Microsoft 

Corp., 517 F.3d 1353, 1358 (Fed. Cir. 2008).  The Eleventh Circuit has recognized district 

courts’ broad discretion to bifurcate trial in order to promote convenience and efficiency.  See 

Harrington v. Cleburne County Board of Education, 251 F.3d 935, 938 (11th Cir. 2011); Griffin 

v. City of Opa-Locka, 261 F.3d 1295, 1301 (11th Cir. 2001).  As the court put it, “[Rule 42’s 

requirement] is not a high standard, and the district court’s concern for clarifying the issues to be 

tried suffices to permit the court to separate the trials.”  Harrington, 251 F.3d at 935.   

The evidence in this case will be both voluminous and complex.  The jury will be asked 

to weigh that evidence while applying distinctly separate areas of the law.  Bifurcation will allow 

the jury to focus its efforts on a narrower set of facts and legal principals in each phase of the 

trial, thereby preventing confusion.  Moreover, the nature of the dispute and the evidence 

threatens to prejudice Curtis.  Should all issues be tried simultaneously, the jury will be asked to 

consider Curtis’ non-infringement and invalidity claims while weighing the 

fairness/reasonableness of the parties’ licensing efforts—the “F” and “R” in FRAND.  These 
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licensing efforts are protected by Federal Rule of Evidence 408 and should not be used to 

support the plaintiffs’ infringement claims.  See Weems v. Tyson Foods, Inc., 665 F.3d 958, 965 

(8th Cir. 2011) (vacating a judgment of employment discrimination based on the admission of a 

separation agreement and associated testimony held to constitute efforts to compromise shielded 

by Rule 408).  The Weems court further noted that “[t]he policy concerns underlying Rule 408 

are strongly implicated where an offer of compromise is used to prove an element of the claim 

the compromise offer was meant to settle.”  Id. at 967.  Upon hearing all of this evidence 

simultaneously, the jury in this case could easily jump to the conclusion that because Curtis 

entertained taking a license, they must be liable for infringement, thereby depriving Curtis of its 

right to be heard fairly on both of these issues.  See Realtek Semiconductor Corp. v. LSI Corp., 

No. C-12-03451-RMW, 2013 U.S. Dist. LEXIS 71311, at *21-22 (N.D. Cal. May 20, 2013) (An 

alleged infringer “can simultaneously pursue a determination of the [F]RAND royalty rate while 

denying infringement or asserting invalidity, even though those issue may ultimately obviate the 

need for a license.”).       

Finally, bifurcation will not prejudice the plaintiffs or the Court because Curtis is not 

requesting that phase two be tried to a separate jury.  In other words, the jury will not re-plow the 

same ground covered in phase one.  Accordingly, Curtis requests that the Court bifurcate trial in 

the manner expressed above. 

A. Bifurcation Will Prevent Juror Confusion. 

Bifurcation is appropriate where, as here, the evidence is so voluminous or complex that 

simultaneous consideration of all issues would place an inordinate burden on the jury.  See  

Romero v. Fla. Power & Light Co., No. 6:09-cv-1401, 2012 U.S. Dist. LEXIS 76146, at *22 

(M.D. Fla. June 1, 2012) (bifurcating liability and damages in an FLSA action in part because, 
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“[i]f Plaintiffs prevail on liability, the calculation of damages in this action will be a complicated 

process”).  Patent-infringement is an inherently complex area of the law, and bifurcation is 

particularly appropriate in cases, like this case, involving many different patents, asserted claims 

and accused products. See e.g., Power Integrations, Inc. v. Fairchild Semiconductor 

International, Inc., 763 F. Supp. 2d 671 (D. Del. 2010); Lab. Skin Care, Inc. v. Ltd. Brands, Inc., 

757 F. Supp. 2d 431 (D. Del. 2010).    

Here, a consolidated trial would require the jury to determine: (1) the validity of 26 

claims of 5 patents involving a broad range of technology, including the receiving, tuning, 

demodulating, decoding, decompressing and/or storing of a DTV signal; (2) liability for 

infringement of those claims by more than 34 accused products; (3) Curtis’ exhaustion and other 

defenses; (4) the plaintiffs’ liability for breach of their FRAND obligations; and (4) damages.  

The jury must track various infringement and validity issues at a patent-by-patent (and claim-by-

claim) level, while considering complex damages issues that cover multiple patents and accused 

products, and while considering defenses and counterclaims—including exhaustion and the 

plaintiffs’ FRAND violations—that span the entire case and invoke entirely different legal 

principals.  Bifurcation will not only avoid the inevitable confusion that will result from trying 

these issues together, but it will also streamline the evidence, permit the jury to focus on discrete 

issues, and avoid prejudice.  See Tillotson Corp. v. Shijiazhaung Hongray Plastic Prods. Ltd., 

No. 4:05-cv-0118, 2006 U.S. Dist. LEXIS 76978, at *7 (N.D. Ga., Oct. 23, 2006) (holding that 

bifurcating the plaintiff’s patent infringement claims from defendant/third-party plaintiffs’ 

breach of warranty and indemnity claims “avoids prejudice by limiting confusion of claims or 

the law, and promotes efficiency by ensuring clear proceedings”). 
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B. Simultaneous Consideration of all Issues Will Prejudice Curtis. 

An alleged infringer “can simultaneously pursue a determination of the [F]RAND royalty 

rate while denying infringement or asserting invalidity, even though those issue may ultimately 

obviate the need for a license.”  Realtek Semiconductor Corp., 2013 U.S. Dist. LEXIS 71311 at 

*21-22.  Indeed, if potential licensees were required to renounce challenges to patent validity, 

infringement, or exhaustion as the price of enforcement of a FRAND commitment, that would 

chill their ability to assert those challenges and thus undermine critical patent policy 

considerations.  See Blonder-Tongue Labs., Inc. v. Univ. of Illinois Found., 402 U.S. 313, 349-50 

(1971) (“[T]he holder of a patent should not be insulated from the assertion of defenses and thus 

allowed to exact royalties for the use of an idea that is not in fact patentable or that is beyond the 

scope of the patent monopoly.”).  However, resolution of the FRAND issues will involve 

consideration of the extensive back-and-forth between Curtis and the plaintiffs, and between 

Curtis and MPEG-LA, related to the licensing of the patents-in-suit, the plaintiffs’ portfolios and 

the ATSC pool.  Under normal circumstances these communications would likely be shielded 

from use during the liability trial under Federal Rule of Evidence 408, for precisely the reasons 

explained above.
10

   

In a consolidated trial Curtis faces a catch-22: if the evidence is kept out, it will hamper 

Curtis’ ability to prosecute its FRAND-related claims and defenses; however, if it comes in, such 

evidence threatens to undermine Curtis’ non-infringement and invalidity arguments.  Moreover, 

it forces Curtis to conduct ongoing FRAND negotiations with the knowledge that any 

communication may be used to imply liability, chilling extra-judicial resolution of this matter.  

This additional prejudice supports the bifurcation of trial as requested above. 

                                                 
10

 Moreover, Plaintiffs have invoked Rule 408 in their correspondence with Curtis regarding FRAND and the 

patents-in-suit.  
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C. Bifurcation of Trial Will Not Prejudice any Party.  

Prejudice is a key factor in any court’s determination of whether to bifurcate, and courts 

are mindful of both: (1) “prejudice that may arise because of potential confusion of a jury on 

complicated issues if bifurcation is denied” and (2) “prejudice caused by the considerable delay 

that will result if separate trials and discovery is [sic] ordered.”  Real v. Bunn-O-Matic Corp. 195 

F.R.D. 618, 621 (N.D. Ill. 2000).  For all the reasons discussed above, the former is unavoidable 

if the jury is asked to consider liability, invalidity, equitable and other defenses, exhaustion, 

Curtis’ FRAND counterclaims, and damages simultaneously.  In stark contrast, the plaintiffs will 

suffer no prejudice from bifurcation.  There will be no “considerable delay” given that Curtis is 

not proposing that discovery be bifurcated.  Contra Bunn-O-Matic, 195 F.R.D. at 621.  Curtis 

agrees that discovery relating to its FRAND claims and defenses should be conducted 

simultaneously with discovery relating to plaintiffs’ infringement allegations.  Moreover, Curtis 

proposes to conduct phase two of the trial before the same jury that will hear phase one.  Curtis 

submits that the two weeks currently allotted for trial provides adequate time to accommodate 

both phases, and that the efficiencies attendant to bifurcation will help all parties address issues 

in a more efficient manner.        

D. Bifurcation Will Conserve the Court’s and Jury’s Resources 

Bifurcation of trial will conserve resources, because the outcome of the liability phase 

will likely narrow the issues to be considered in phase two.
11

  See, e.g., Fairchild, 763 F. Supp. 

2d at 690 (“There is also the possibility that the outcome at the first trial may make it 

unnecessary to try damages.”).  This is true, regardless of the outcome.  Given the inherently 

                                                 
11

 Curtis reserves the right to assert its counterclaims for Plaintiffs’ breach of their FRAND obligations, regardless 

of the determination of liability for Plaintiffs’ patent infringement claims.  However, bifurcation still promises to 

narrow the issues to be considered by the jury, and avoid confusion.  Moreover, as a practical matter, a finding of no 

infringement or invalidity of the patents in suit may obviate the need for further proceedings. 
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complex nature of the evidence and issues involved in this matter, the narrowing of issues in a 

separate liability trial will be particularly helpful to the jury, and will mitigate the harm to Curtis 

that would result from a consolidated trial on all issues. 

IV. Conclusion 

Bifurcation of trial will prevent juror confusion and avoid the prejudice to Curtis that 

would necessarily occur in a consolidated trial, without harming any party or the Court.  For 

these and all the reasons articulated in support of this motion, Curtis respectfully requests that the 

Court enter an order bifurcating trial in the manner requested above. 
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CERTIFICATE OF CONFERENCE 

 

I hereby certify that on November 26, 2013 Michael Fritz, counsel for Curtis 

International, Ltd., and Justin Daniels, counsel for the plaintiffs, conferred regarding the relief 

requested in the foregoing motion.  The parties were unable to reach agreement and the plaintiffs 

indicated that they will oppose the motion. 

 

s/ Michael Fritz    

       Michael Fritz 
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       s/ Samuel O. Patmore   

       Samuel O. Patmore 

 

SERVICE LIST 

PROSKAUER ROSE, LLP 

Matthew H. Triggs, Esq. 

E-mail: mtriggs@proskauer.com 

Payal Salsburg, Esq.  

E-mail: psalsburg@proskauer.com 

One Boca Place 

2255 Glades Road 

Suite 421 Atrium 

Boca Raton, FL 33431-7360 

Telephone: (561) 241-7400 

Facsimile: (561) 241-7145 

 

PROSKAUER ROSE, LLP 

Steven M. Bauer 

E-mail: sbauer@proskauer.com 

(admitted pro hac vice) 

Justin J. Daniels  

E-mail: jdaniels@proskauer.com 

(admitted pro hac vice) 

One International Place 

Boston, MA 02110 

Counsel for Plaintiffs 

Case 9:13-cv-80567-DMM   Document 52   Entered on FLSD Docket 12/02/2013   Page 24 of 24

mailto:mtriggs@proskauer.com
mailto:psalsburg@proskauer.com
mailto:sbauer@proskauer.com
mailto:jdaniels@proskauer.com

