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TAGGART V. LORENZEN

587 US _ (2019)

SANCTION (COMMON USAGE):

TO OFFICIALLY AUTHORIZE, APPROVE OR ALLOW.

TO RATIFY OR CONFIRM.

AUTHORITATIVE PERMISSION OR APPROVAL THAT MAKES A COURSE OF ACTION VALID.
SUPPORT OR ENCOURAGEMENT, AS FROM PUBLIC OPINION OR ESTABLISHED CUSTOM.
A CONSIDERATION, INFLUENCE, OR PRINCIPLE THAT DICTATES AN ETHICAL CHOICE.

THE ACT OF MAKING SACRED; THE ACT OF RENDERING AUTHORITATIVE AS LAW; THE ACT OF
DECREEING OR RATIFYING; THE ACT OF MAKING BINDING, AS BY AN OATH.

THE CONFERRING OF AUTHORITY UPON AN OPINION, PRACTICE, OR SENTIMENT; CONFIRMATION
OR SUPPORT DERIVED FROM PUBLIC APPROVAL, FROM EXALTED TESTIMONY, OR FROM THE
COUNTENANCE OF A PERSON OR BODY COMMANDING RESPECT
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SANCTION (LAWYER USAGE):

TO PENALIZE OR PUNISH, AS FOR VIOLATING A MORAL PRINCIPLE OR INTERNATIONAL LAW.

PENALTY FOR DISOBEDIENCE.

PENALTY FOR NONCOMPLIANCE WITH A LAW OR LEGAL ORDER, SPECIFIED OR IN THE
FORM OF MORAL PRESSURE, THAT ACTS TO ENSURE COMPLIANCE WITH A SOCIAL

STANDARD OR NORM.

THE DETRIMENT, LOSS OF REWARD, OR COERCIVE INTERVENTION ANNEXED TO A
VIOLATION OF A LAW AS A MEANS OF ENFORCING THE LAW.

MECHANISM OF SOCIAL CONTROL FOR ENFORCING A SOCIETY'S STANDARDS.
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Wessler, C
Daniels,

Adolphe Quetelet (1796-1874)

Astronomer, mathematician,
statistician and sociologist

Founder of the idea of ’lhomme
moyen” — the average man.
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Vaughan v. Menlove
132 ER 490 (CP) (1837)

» Defense: his client’s “misfortune of not possessing the
highest order of lntelllgence. o

Ruling “whether the Defendant had acted honestly and bona fide to
the best of his own judgment . . . would leave so vague a line as to
afford no rule at all... [Because the judgments of individuals are...] as
variable as the length of the foot of each... we ought rather to adhere
to the rule which requires in all cases a regard to caution such as a
man of ordinary prudence would observe.”

LARA ROESKE FERNANDEZ
TAMPA

RODRIGUEZ V. FDIC
“_1 ' TRENAM CITATION PENDING
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EXERCISE OF FEDERAL COMMON LAW-
ONLY IN FEW RESTRICTED INSTANCES
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WHO OWNS THE REFUND?
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THE CONFLICT
STATE LAW V. FEDERAL COMMON LAW

TIFFANY
BAKERHOSTETLER; ORLANDO
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MISSION PRODUCT HOLDINGS, INC.
|4
TEMPNOLOGY, LLC, NKA OLD COLD LLC

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF
APPEALS FOR THE FIRST CIRCUIT

ARGUED FEBRUARY 20, 2019—DECIDED MAY 20, 2019

JUSTICE KAGAN DELIVERED THE OPINION OF THE COURT,
JUSTICE SOTOMAYOR FILED A CONCURRENCE, AND JUSTICE GORSUCH DISSENTED.

CERTIORARI. CASE FACTS AND POSTURE

WHY CERTIORARI?

CERTIORARI GRANTED TO RESOLVE THE DIVISION BETWEEN THE FIRST AND SEVENTH CIRCUITS ON EFFECTS OF
“REJECTION” UNDER 11 U.S.C. § 365(G) IN THE CONTEXT OF A TRADEMARK LICENSING AGREEMENT.

CASE BACKGROUND FACTS

TEMPNOLOGY MANUFACTURED CLOTHING AND ACCESSORIES DESIGNED TO STAY COOL WHEN USED DURING EXERCISE.
MISSION PRODUCTS ENTERED INTO A CONTRACT WITH TEMPNOLOGY WHICH GAVE MISSION A LICENSE TO USE
TEMPNOLOGY’S TRADEMARKS IN THE DISTRIBUTION OF CERTAIN CLOTHING AND ACCESSORIES. TEMPNOLOGY FILED
FOR CHAPTER 11 AND SOUGHT TO REJECT ITS AGREEMENT WITH MISSION.

PROCEDURAL POSTURE

THE BANKRUPTCY COURT APPROVED TEMPNOLOGY’S REJECTION OF THE CONTRACT WITH MISSION, AND TERMINATED
MISSION’S RIGHTS TO USE TEMPNOLOGY’S TRADEMARKS. THE BANKRUPTCY APPELLATE PANEL FOR THE FIRST
CIRCUIT REVERSED, RELYING HEAVILY ON A 2012 DECISION OF THE COURT OF APPEALS FOR THE SEVENTH CIRCUIT.

THE FIRST CIRCUIT REJECTED THE VIEW OF THE BAP AND THE SEVENTH CIRCUIT, AND REINSTATED THE BANKRUPTCY
COURT’S DECISION TERMINATING MISSION’S TRADEMARK LICENSE.

AFTER THE BANKRUPTCY COURT RULED THAT REJECTION TERMINATED MISSION’S RIGHT TO USE THE TRADEMARKS,
MISSION, IN COMPLIANCE WITH THE RULING, DID NOT DISTRIBUTE PRODUCTS WITH THE TEMPNOLOGY MARK. BEFORE
THE CASE ARRIVED AT THE SUPREME COURT, MISSION’S TRADEMARK LICENSE WITH TEMPNOLOGY EXPIRED BY ITS
OWN TERMS.
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IS THE CASE MOOT ON ARRIVAL TO THE SUPREME COURT?

WHEN IS A CASE MOOT?

‘WHEN “IT IS IMPOSSIBLE FOR A COURT TO GRANT ANY EFFECTUAL RELIEF WHATEVER.” CHAFIN V. CHAFIN, 568 U. S. 165, 172
(2013).

TEMPNOLOGY ARGUED THE CASE WAS MOOT BECAUSE MISSION NEVER USED THE TRADEMARKS DURING AFTER TEMPNOLOGY
REJECTED THE TRADEMARK LICENSE AGREEMENT, AND THE LICENSE HAD EXPIRED ON ITS OWN TERMS BEFORE THE CASE
ARRIVED AT THE SUPREME COURT. THE SUPREME COURT SAID THAT GETS THINGS BACKWARD. MISSION’S NONUSE OF THE
MARKS DURING THAT TIME IS PRECISELY WHAT GAVE RISE TO ITS DAMAGES CLAIM; HAD IT USED THE MARKS, IT WOULD NOT
HAVE LOST ANY PROFITS. THE FACT THAT THE LICENSE EXPIRED BEFORE THE CASE ARRIVED ON THE SUPREME COURT’S
DOORSTEP WAS OF NO MOMENT.

TEMPNOLOGY ALSO ARGUED THAT MISSION’S NON-USE WAS ITS OWN “CHOICE,” FOR WHICH DAMAGES CANNOT LIE. THE
SUPREME COURT DISAGREED WITH THIS AS WELL. (“[C]OMPLIANCE [WITH A JUDICIAL DECISION] DOES NOT MOOT [A CASE] IF IT
REMAINS POSSIBLE TO UNDO THE EFFECTS OF COMPLIANCE,” AS THROUGH COMPENSATION). CF. 13B WRIGHT & MILLER
§3533.2.2,AT 852.

MISSION PRESENTED A CLAIM FOR MONEY DAMAGES— ESSENTIALLY LOST PROFITS—ARISING FROM ITS INABILITY TO USE THE
“COOLCORE” TRADEMARKS BETWEEN THE TIME TEMPNOLOGY REJECTED THE LICENSING AGREEMENT AND ITS SCHEDULED
EXPIRATION DATE. THESE CLAIMS, IF AT ALL PLAUSIBLE, ENSURED A LIVE CONTROVERSY. MEMPHIS LIGHT, GAS & WATER DIV, V.
CRAFT, 436 U. S. 1, 8-9 (1978). THIS IS TRUE EVEN IF RECOVERY ON A CLAIM MAY BE UNCERTAIN OR EVEN UNLIKELY. IF THERE
IS ANY CHANCE OF MONEY CHANGING HANDS, MISSION’S SUIT REMAINS LIVE.

THUS, MISSION PRESENTED A LIVE CASE AND CONTROVERSY FOR ADJUDICATION.

THE SUPREME COURT RULING

SECTION 365(G) PROVIDES THAT REJECTION “CONSTITUTES A BREACH.” AND
“BREACH” IS NEITHER A DEFINED NOR A SPECIALIZED BANKRUPTCY TERM—IT MEANS
IN THE CODE WHAT IT MEANS IN CONTRACT LAW OUTSIDE BANKRUPTCY. FIELD V.
Mans, 516 U. S. 59, 69. OUTSIDE BANKRUPTCY, A LICENSOR’S BREACH CANNOT
REVOKE CONTINUING RIGHTS GIVEN TO A COUNTERPARTY UNDER A CONTRACT
(ASSUMING NO SPECIAL CONTRACT TERM OR STATE LAW). AND BECAUSE REJECTION
“CONSTITUTES A BREACH,” THE SAME RESULT MUST FOLLOW FROM REJECTION IN
BANKRUPTCY. IN PRESERVING A COUNTERPARTY’S RIGHTS, SECTION 365 REFLECTS
THE GENERAL BANKRUPTCY RULE THAT THE ESTATE CANNOT POSSESS ANYTHING MORE
THAN THE DEBTOR DID OUTSIDE BANKRUPTCY.

SO, REJECTION IS NOT TANTAMOUNT TO RECESSION, AND DOES NOT YIELD INJUNCTIVE
RELIEF.
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THE BANKRUPTCY CODE SECTIONS BEHIND THE RULING

11 U.S.C. § 541(A) - THE FILING OF A PETITION CREATES A BANKRUPTCY ESTATE CONSISTING
OF ALL THE DEBTOR’S ASSETS AND RIGHTS.

11 U.S.C. § 365(A) - A “TRUSTEE [OR DEBTOR], SUBJECT TO THE COURT’S APPROVAL, MAY
ASSUME OR REJECT ANY EXECUTORY CONTRACT.” A CONTRACT IS EXECUTORY IF
“PERFORMANCE REMAINS DUE TO SOME EXTENT ON BOTH SIDES.” NLRB V. BILDISCO &
BILDISCO, 465 U. S. 513, 522, N. 6 (1984)

11 U.S.C. § 365(G) — THE REJECTION OF AN EXECUTORY CONTRACT CONSTITUTES A BREACH OF
SUCH CONTRACT. THE DEBTOR’S BREACH IS DEEMED TO OCCUR “IMMEDIATELY BEFORE THE DATE
OF THE FILING OF THE BANKRUPTCY PETITION RATHER THAN ON THE ACTUAL POST-PETITION
REJECTION DATE. §365(G)(1).

THE RESULT OF REJECTION? THE BREACHING PARTY (HERE, TEMPNOLOGY) CAN STOP PERFORMING
UNDER THE CONTRACT. THE COUNTERPARTY (HERE, MISSION) GETS A PREPETITION CLAIM AGAINST
THE ESTATE FOR DAMAGES RESULTING FROM THE DEBTOR’S NONPERFORMANCE. THIS PLACES THE
COUNTERPARTY TO A REJECTED CONTRACT IN THE SAME BOAT AS THE DEBTOR’S UNSECURED
CREDITORS, WHO IN A TYPICAL BANKRUPTCY MAY RECEIVE ONLY CENTS ON THE DOLLAR.

TEMPNOLOGY’S “NEGATIVE INFERENCE”

TEMPNOLOGY ARGUED, BASED ON A NEGATIVE INFERENCE, THAT ITS REJECTION OF THE
CONTRACT ALSO TERMINATED THE RIGHTS IT HAD GRANTED MISSION TO USE THE
COOLCORE TRADEMARKS.

CERTAIN PROVISIONS IN SECTION 365 STATE THAT A COUNTERPARTY TO SPECIFIC KINDS OF
AGREEMENTS MAY KEEP EXERCISING CONTRACTUAL RIGHTS FOLLOWING REJECTION:

SECTION 365(H) PROVIDES THAT IF A BANKRUPT LANDLORD REJECTS A LEASE, THE
TENANT NEED NOT MOVE OUT; INSTEAD, SHE MAY STAY AND PAY RENT UNTIL THE LEASE
TERM EXPIRES.

SECTION 365(N) SETS OUT A SIMILAR RULE FOR SOME TYPES OF INTELLECTUAL PROPERTY
LICENSES WHICH DO NOT INCLUDE TRADEMARK LICENSES: IF THE DEBTOR-LICENSOR
REJECTS THE AGREEMENT, THE LICENSEE CAN CONTINUE TO USE THE PROPERTY
(TYPICALLY, A PATENT), SO LONG AS IT MAKES WHATEVER PAYMENTS THE CONTRACT
DEMANDS.

TEMPNOLOGY'’S NEGATIVE INFERENCE: BECAUSE NEITHER SECTION 365(N) NOR ANY SIMILAR
PROVISION COVERS TRADEMARK LICENSES, REJECTION UNDER 365(G) MUST EXTINGUISH THE
RIGHTS THAT THE AGREEMENT HAD CONFERRED ON THE TRADEMARK LICENSEE.






