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FILED IN CHAMBERS
IN THE UNITED STATES DISTRICT COURT USDC. Atlanta

FOR THE NORTHERN DISTRICT OF GECRGIA
ATLANTA DIVISTION

IP CO., LLC and SIPCO, LLC,

Plaintiffs,
CIVIL ACTION NO.

v. o | 1:06-CV-03048-JKC

CELLNET TECHNOLOGY, INC., .
TROPOS NETWCRKS, INC., HUNT
TECHNOLOGIES, LLC, and B&L
TECH CO., INC.,

Defendants.

.ORDER_ & OPINTION

This case 1s presently before the Court on defendant B&L's

" Motion for Summary Judgment on Certain of Plaintiffs’_Affirmative

Defenses [416], B&L’s Motion for Summary-Judgment_on'Plaintiff P
CO.’s Breach of Contract Claim [418}, defendants Cellnet:and Hunt’s
Motion for.Leave‘to File Excess Pages [421], Cellnet "and Hunt’s
Motion for Summary Judgment on Counts Two, Three, Four, Five, and

Seven of Plaintiffs’ Amended Complaint' [422], B&lL's Motion for

Summary Judgment Regarding Plaintiff SIPCO’s Material Breaches of
Centract Obligations to B&L [4£23], Cellnet and Hunt’s Motion for .

‘Summary Judgment on Count Six of Plaintiffs’ Amended Complaint [425],

Cellnet and Hunt’s Motion for Summary dJudgment on Count Five of

Plaintiffs’ Amended Complaint [426], B&L’s Motion for .Summary
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Judgment on Plaintiffs’ Right of First Offer Claim Under the 2004
License/Assignment Agfeement [427], Hunt’s Motion for Summary
Judgment on Céunterclaim Three of Hunt’s Answer and Counterclaims
(4297, B&L’s.Motion for Summary Judgment on Supersession of the 2004
Right of First Offer Provision by the 2005 Release Agreement [430],
B&L’s Motion for Summary Judgment on SST’s July 31, 2006 Transfer of
“"Substantially All of Its Assets” as Matter of Law, on Plaintiffs’
Count Four, and cn Plaintiffs’ Claim for Specific Performance [433],
and Cellnet and Hunt’s Motion for Leave to File Under Seal [516].
The Court has reviewed the record and the arguments of the
parties and, for the reasons set out below, concludes that B&L’s
Motion for Summary Judgment on Certain of Plaintiffs’ Affirmative
Defenses [416] and B&L’s Motion for Summary Judgment on IP CO!’s
Breach of Contract Claim [418] should be GRANTED as ﬁnopposed, B&L' s
Motion for Summary Judgment bn Plaintiffs’ Right of First Offer Claim
[427}, B&L’s Motion for Summary Judgment on Supersession éf the 2004
Right of First Cffer Provision by the 2005 Release Agreeﬁent [430],
and B&L"s Motion for Summary Judgment on SSI’s July 31, 2006 Transfer
of “Substantially All of its Assets” as a Matter of Law [433] should
be GRANTED, B&L’s Motion for Summary Judgm&nt Regarding SIPCO’s,
Material Breaches [423)] should be DENIED, Plaintiffs’ and Cellnet and
Hunt’s Joint Metion to Dismiss [529] should be GRANTED, and Cellnet

and Hunt’s Meotion for Leave to File Under Seal [516], Cellnet and
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Hunt’s Motion for Leave to File Excess Pagéé [421]1, Cellnet and
Hunt’s Moticn fér Summéry Judgment on Counts Twé, Three, Four, Five,
and Seven [4225, Cellnet and Hunt’s Motions for Sﬁmmary.Judgment cn
Counts Five and Six [425] and [426}( and Hunt’s Motion for Summary
Judgment on Counterclaim Three of its Answer and Counterclaims [429]

should be DENIED as moot.

BACKGROUND

This lawsuit involves a series of interrelated patent licensing
and assignment agreements between plaintiff SIPCC, LLC ("SIPCO”) and
defendant Bal Tech Company (“B&L”) . L (Amended Compl. [151] at 3—11.)
During the late 1990's and early 2000's, B&L developed aﬁd_obtained
a portfolio of patents related to technology involving wireless mesh
hetwork systems. (Qrder [343] at 2.) The'technélogy had wvarious
appiications both within and outside of the utility industry. (Id.)

In November 2003, three individuals associated'with:B&L_formed
the separate company SIPCO as part éf & restructuring of B&L. (Id.)

On March 31, 2004, SIPCO and Bs&L executed an “Intellectual Property

License and Assignment Agreement (“the Licensing Agreement”). (Id.
at 2-3.) Pursuant to the Licensing Agreement, B&L licensed and

assigned certain patents to SIPCO in return for royalty payments.-

' B&L was formerly known as StatSignal Systems, Inc., (WSSI”).

{Order [343] at 2, n.l.) For consistency, and to avoid confusion,
the Court refers to the former SSI as B&L. '
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(Id. at 3.) The Licensing Agreement granted SIPCO rights to the|

patents outside the utility industry, while preserving B&L’s rights

fo the patents within the utility industry. (Order [343] at 3.)

In' connection with the Licensing Agreement, - B&L and SIPCO
executed a.“NQtification of Sale and Right of First Offer Agreemeﬁt”
(“the Nétification Agreement”) . {Id.) The Notificaticﬁ Agreement
required B&L to give SIPCO notice of B&L’s intent to sell or transfer
the licensed patents, either alone or in connection with a.sale of
B&L’s business,. to a third party. (Notificaﬁion Agreemenﬁ'at 9 2,
attached to SIPCO’s ZAppx. of Documénts [231] at Tab A;) Upon
receiving notice of an intended salé, the Agreement gave SIPCC the
right to purchase ﬁhé patents on the same terms as offered to the
proposed third-party buyer. (Id.)

Paragraph 2 of the ©Notification Agreement carved out an
exception to the notification and right of first offer requlirements
in the event of a sale to third-party Landis & Gyr, Iﬁcl (“L&G”) .
(fd.} Specifically, Paragraph 2 permitted B&L to sell 5r tfansfer
the licensed patents to L&G, or, in certain specified situatiocns, to
an affiliate of L&G, without providing notice or a right of ﬁirst
offer to STPCO. (I&;) - The reaéon that the parties included the L&G

exception is that B&L was already negotiating an asset sale to L&G

when the parties executed the March 31, 2004 Agreements. {Order
[343] at 4.) However, those negotiations did not ultimately result
4
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in a sale to L&G in 2004.. (id.)

In Nqﬁember 2005; SIPCO and B&L executed a Release'Agreement
(“the 2005 Rélease”) modifying the terms of the Licensing and
Notification Agreements. (2005 Release, attached to STPCO’s Appx}_of

Documents [231] at Tab B.) Several circumstances led to the 2005

Release. {Order [3431 at 4.) First, SIPCO wanted to reduce its
royalty and payment obligations under the Licensing Agreement. (7d.)

Second, SIPCO needed to modify provisions in the Licensing Agreement
and the Notification Agreement that created a - potential. bar to
SIPCO's plan to tranSfer'its patent assets to ‘a holding company.
(Pis,’ Resp. to B&L’s Statement of Material Facts (“SMF”) [504] at 99

7-8, 13.) Finally, B&L had, at this point, entered into negotiations

to sell its assets, iﬁcluding the licensed'patents, to third-party|
| Motorcla. (Order [343] at 4.) Bs&lL therefore wanted to_be'relieVed

of its obligations under the Notificatioﬂ Agreement in the event of

B&L's sale of its assets to any third party, includiné'Mdtorola.
(Id.)

The 2005 Release ref;ects the parties’ iﬁtent on_ail-of these
issues. (2005 Release at 99 3 and 10.) _The Release reduces and'caps

SIPCO’s royalties, and permits a one-time transfer of SIPCO’ s patent

assets to a holding company. (Id. at 1 3 and Pls.’ Resp.,td'B&L’s

SMF [504] at 99 21-23, 30-31.) It also contains a term providing

that B&L's assets “shall be assignable by [B&L], without prior
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authorization of [SIPCO], to an .entity that acquires. at léast
.substantially all of the assets of [B&L].” (Id. at 9 10.4.)

On July Si, 2006, B&L entered into an Asset Purchase Agreemént
("APA") with Hunt Technologies, Inc. (“Hunt”), an affiliate.bf L&G.
(Order f343] aﬁ 5.) Pursuant to the terms of the APA, Hunt purpor£ed
ﬁo'obtain “substantially all” of B&lL’s assets, including the patents

: ﬁhat.had been licensed to SIPCC under the Licensing Agreement. (Id.)
B&L did .not' give SIPCO notice of the .Hunt transaction. (Id.)
Neither did B&L give SIPCO the oppecrtunity to purchasé the licensed

patents on the same terms as offered to Hunt.  (Id.)

- 3IPCO became aware of the Hunt transaction in Octobér, 2006.

{Id.) SIPCO believed that the transaction violated its rights. to
notice and first offer under the Notification Agreement. {Emended-
Compl. [151] at Count II.) SIPCO, along with the related company IP

CO., filed this.lawsuit asserting breach of contract cla;ms against
B&L and Hunt. (1d.) In addition,.SIPCO.asserted patent c¢laims
against defendants Cellnet Technology, Inc. (“Cellnét"):and Tropos
Networks, Inc. (“Tropos”). (Id. at Count I.)} Defendants asserted
various counterclaims, including a claim by B&L that .SIPCO' had
violated its licensing and reporting obligéfions undér the 2004
Licenéing Agreement. (Hunt’s Counterclaim [1641 at 27-28.)

Plaintiffs subsequently filed a motion for partial summary

judgment on their breach of contract claim, which the Court denied
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based on its interpretation of the terms of the 2004 Notification

Agreement and the 2005 Release. (Crder [343] at 9-13.) Defendénts

have now filed multiple motions for summary judgment on plaintiffs’

breach of contract claim. (B&L’'s Mots. for Summ. J. [427], (43071,
and [433] and Cellnet and Hunt’s Mots. for Summ. J. [4221, (425], and
[42¢].) B&L has also filed motions for summary Jjudgment as-to__

certain affirmative defenses asserted by plaintiffs, and as to IP

C0.’s breach of contract claim. (B&L's Mots. for Summ. J. [416] and

[418).) 1In. addition, B&L has filed a motion for summary Jjudgment on

its counterclaim against SIPCO for.breach cf contract. (B&L’'s. Mof;
for Sﬁmm;-J. Regarding SIPCO’'s Material Breaches [423].) Those
motions, as well as 'a number of reléted motiéns, are presently before
the Court.

DISCUSSION

I. Summary Judgment Standard

Summary Jjudgment is. appropriate when the “plgadingé, the
discovery and disclosure materials on file, &and an? affiaavitS'shéw
that there - is no genuiﬁe issue as to any material fact and that the
movant is entitled to a judgment as a matter of law." Fmi R. Crv. P.

56 (c). A fact’s materiality i1s determined by the controlling

substantive law. Anderson v. Liberty Lobby, Inc., 477 U;S.;242, 248

{19806). An issue 1s genuline when the evidence is such that a

reasonable Jjury could return a verdict for the nonmovant. Id. at.
-
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249-50.

Summary judgment-is not properly viewed aé a device that the
trial court ma?, in its discretion, implement in lieu of a trial on
the merits. Instead, Rule 5¢ of the Federal Rules of Civil Procedure
mandafes the entry of surmmary judgment against a party who fails to
make a showing sufficient to establish the existence of every element
essential to that party’s case on which that party will bear the
burden of proof at trial. Celotex Corp. v. Catrett, 477 U.S5. 317,
322 (1986). In such a situation, there can be “‘no genuine issue as
to any material fact,’” as “a complete failure of proof concerning an
essential element of the non-moving party’s case necessarily renders
all other facts immaterial.” Id. at 322-23 (quoting FED. R. CIv. P.
56(c)).

The movant bears the initial responsibility of asserting the

basis for his motion. Id. at 323. However, the movant is not
required to negate his opponent’s claim. The movant may discharge
his burden by merely “‘showing’--that is, pointing out to the

district court--that there is an absence of evidence to support the
non-moving party’s case.” Id. at 325. After the movant has ca;ried
his burden, the non-moving party is then required to “go beyond the
pleadings” and present competent evidence designating “specific facts
showing that there is a genuine issue for trial.” Id. at 324. While

the court is to view all evidence and factual inferences in a light
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‘most favorable to the non-moving party, Samples v. City of Atlanta,

846.F.2d 1328, 1330 (ilth Cir. 1988), “the mere existence of some
élleged, factual dispute between the parties will not defeat an
otherwise properly supported motion for summary judgment; the
requirement is ‘that there be no genuiné issue of material fact.”
Anderson, 477 U.S. at 247-48 (1986).

ITI. 'Cellnet and Hunt’s Motions for Summary Judqment-

_After filing its motions for summary judgment, defendants
Cellnet and Hunt informed the Court that they were pufsuing ‘a
setflement agreement with plaintiffs. (Consent Stipulation [518].)
in accordance with the Agreement, the Court recently granted Cellhet
and Hunt’s Joint Mdtion to Dismiss (Order [541]). Pursﬁant to the
joint dismissal, the Court DENIES as moot Cellnet and Hunt’s Motion
for Leave.to File Under Seal [516], Cellnet and Hunt’ s Mction for

Leave to File Excess Pages [421], Cellnet and Hunt’s Motion for

'Summary Judgment on Counts Two, Three, Four, Five, and Seven {4227,

Cellnet and Hunt’s Motions for Summary Judgment on Counts Five and
Six [425] and [426], and Hunt’s Motion for Summary Judgment on

Counterclaim Three cof its Answer and Counterclaims [429].




III. B&L's Motions for Summary Judgment

A.  Motions Regarding Certain of Plaintiffs’ Affirmative|

Defenses, IP CO.'s Breach of  Contract Claim, and
‘Plaintiffs’ Claim for Equitable Relief and Specific

B&L has filed a motion for summary judgment oh certain
affirmative defenses asserted by plaintiffs in'response to B&L’s

counterclaims, including a challenge to B&L’s standing and the

equitable defenses of unclean hands and laches. (B&L’S_Mot. for
Summ. J. as to Certain Affirmative Defenses [416].) TIn support of
that motion, B&L contends that: (1) B&L has Standing to assert

\
i
|
l
|
|
|
! |
f Performance
counterclaims for breach of contract because B&L has a valid
assignment in its faver on the contract claims and (2) plaintiffs’
unclean hands and laches defenses are inapplicable because BsgL haé
only aéserted legal claims, as opposed to equitable”ciaims, against
plaintiffs. (Id. at 8-14.) B&L has also filed a motion for summary
judgment as to IP CO.’'s breach of contract claim. (B&L’SIMOt. for
Summ. J. as to IP CO.’s Breach of Contract Claim [418].) * In support
of that_motion, B&L notes that IP.CO. is not a party to the contract
that.forms the basis of tne breach of contract claim. (Id.)
Plaintiffs have failed to respond to the above moticns, both of
| which_appear to be meritorious. See Scott v. Cushman & Wakefield on B

‘Georgia, Inc., 249 Ga. App. 264, 265-66 (2001) (the doctrine of

privity reguires. that only parties to a contract may sue to enforce
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-Partner, Inc., 279 Ga.‘App. 268, 274'(2006){“‘The équitable doétrine
of unclean héﬁds e ha§ no application to an aétion at law.’")
(quoting Holmes v. Henderson, 274 Ga. 8, 8-9 (2001)). MOreover,
-plaintiffs havé indicated in other filings that they do not intendrto
rely on thé'unclean hands or laches defenses, and that IP CO.-is not
asserting a breach of contract claim. (B&L's Reply [SZOJ.ét l—é and
B&L’s Reply [521] at 2.) Accordingly, the Court GRANTS as unopﬁosed
B&L’s motions for summary judgment as to certain affirmative defenses
asserted by plaintiffs [41¢6] and'as to TP CO.?s breach of contract
ciaim [415].
| _Iﬁ'COnjunctioﬁ_with its motion for summary judgment on B&L' &
transfer of “substantially all” of its assefs in the July 31, 2006
tianséction, B&L also requests summary judgment on plaintiffs’ claim
for specific perfofmance of 'B&L’s obligations wunder . the 2004
Notification Agreement. (B&L's Mot. for Summ. Jf on SSI's July 31,
2006 Transfer of “Substantially All of its Asseté” [4331.)
Plaintiffs recently withdrew their claims for specific perfqrmance
and their claims seeking equitable relief against any asseté
transferred as part‘of the Hunt transaction. {Jocint Mot. to Dismiss.
.[539]'and Crder [541].} Accordingly, the Court GRANTS as unoppoéed
.that porfion of B&L's motion [433] seeking summary Judgment on

plaintiffs’ claim for specific performance.
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B. Motions on Plaintiffs’ Right of First Offer Claim

1. The Hunt Transaétion Did Not Violate the 2004
-Notificaticon Agreement. : '

In its ©previous order, the Court interpretéd the 2004
Notification Agreement to exempt a transaction involving the sale of
“subétantially all” of B&L's assets to an “affiliaté” of L&G. (Order
[343]1 at 9-11.) This interpretation was based on the plain language
‘of Paragraph 2 of the Agreement, which states that:

[B&L] shall not (i) sell its business to any party other than
Landis & Gyr, Inc. or 1its successors 1in interest or 1its
affiliates, whether through a sale of all or substantially all
cf its assets, or through a merger, or {ii).sell, transfer,
convey or assign to any party other than Landis & Gyr, Inc. any
of the patents or patent applications that are subject to the
‘license granted to [SIPCO] pursuant to the [Licensing
Agreement] . '
(Notifiéation Agreement [231] at T 2 {emphasis added).)

Giﬁing the above terms their “usual and ordinary” meaning, the
Court reasoned that the sale of “substantially all” of B&L's assets
would necessarily include a sale of the licensed patents. (Order
[343] at 10.) Reading 1 2(ii) together with ¥ 2(i), the Court thus
held that the Notification Agreement must be interpreted to exempt
two types of transactions from its terms: (1) a sale of substantially
all of B&L’'s assets, 'including the licensed patents, to L&G or one of
its affiliates; or (2) a sale only of the licensed rpatents to L&G.

(Id. at 10-11.)

Contrary to plaintiffs’ suggestion, the Court’s interpretation

12




cf the Notification Agreement was not “tentative.” | (Pls.’
Consolidated Resp. to Defs.; Mots; for Summ. J. (“Pls.’1Consolidated
Resp.”) [499] .at 3.')' Nevertheless, plaintiffs. pérsist in their
argument that 9 2(ii) of the Agreement must be interpreted strictly
to preclude a sale of the licensed patents, even to an affiliate_of
L&G as pért of a sale of substantially all of B&L’s assets, without
providing notice and a right of first offer to plaintiffs. (Id. at
.8—11;) As the Court explained in its previous order, plaintiffs’
argument makes sense only if the Court reads 4 2(ii) in isolatioh
from ﬂ 201} . (Order [343] at 10.) Reading the provisions together;
plaintiffs’ proposed interpretation creates the odd result that.a
transaétioﬂ that is expressly contemplated énd authorized by.ﬂ 2(1)
is simultaneously prdhibited by 1 2(ii). Such an iﬁterpretation
conflicts with Georgia law.? See 0.C.G.A. § 13—2-2(4)(requiring the

Court to consider “the whole contract . . . 1in arriving at the

construction of any part”) and Anderson v. Anderscon, 274 Ga. 224, 226

? 'Paragraph 5(f) of the Notification Agreement provides that:

"This Agrecment shall be construed under and governed by the laws of
the State of Georgia, without' regard to any conflict of. law
principles.” (Notification Agreement [231] at T 5(f).) The Court
thus applies Georgia contract law to interpret the Agreement. See
Grupo. Televisa, S.A. v. Telemundo Commc’ns Group, Inc., 485 F.3d
1233, 1240 (1lth Cir. 2007) (“&A federal court sitting in diversity
will apply the conflict-of-laws rules of the forum state.”) and
Kinnick v. Textron Fin. Corp., 205 Ga. Bpp. 429, 430 {1992) (Georgia
courts “will normally enforce a contractual choice of law clause”
absent a contrary public policy).
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(2001) (applying O.C.G.A. § 13-2-2(4)).

Moreover, plaintiffs’ attempt to reconcile 99 2 (i) and 2(ii).by
posing several-hypotheticals in which a sale of “substantially all”
of B&L’s assets could potentially exclude a sale of the licensed
patents is unpersuasive. (Pls.’ Consolidated Resp. [49%] at 12-19.)
It is undisputed that the licensed patents constituted a significant
percentage of B&L's assets at the time of the Hunt trénsaction.
(Order [343] at 10, n.3.) Giving the term “substantially all” its
ordinary meaning, a sale of “substantially all” of B&L’'s assets would
necessarily include the licensed patents. See O.C.G.A. § i3—2—
2(2}Y ("Words generally bear their usual and commop signification”) and
Mkt. Place Shopping Ctr. v. Basic Bus. Alternatives, Inc., 213 Ga.
App. 722 (1994) (applying O.C.G.A. § 13-2-2(2)). Indeed, plaintiffs
contend that the term “substantially all” should‘ be défined as
“essentially everything.” {Pls.’ Consolidated Resp. [499] at 31.)
Applying plaintiffs’ own definition of the term “substan£ially all”
it is impossible to conceive of such a sale that would ﬁot invotve
the licensed patents.

In addition to their arguments concerning the correct
interpretation of the Neotification Agreement, plaintiffs also centend,

that, 'as a factual matter, the 2006 Hunt transaction did not involve
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“substantially all” of.B&L’s assets.’ (Id. at 31—42.f - All of the
evidence in the record is to the contrary The documénts'underlying
the 2006 Hunt transaction expressly state that:
the parties desire to enter into an .agreement whereby
Seller [B&L] will transfer to Buyer [Hunt], and Buyer will

acquire from Seller, substantially‘:all of Seller’s assets
in exchange for the con51deratlon hereln provided.

‘(B&L’s SMF [442] at 91 7 and Pls.’ Resp. to B&L's SMF [501].-at ¢ 7.)

Every individual involved in negeotiating the Hunt .traﬁsactidn
confirmed that the sale involved “a transfer 6f substantially_all of
the assets” of B&L. {Id. ét qq 8—10; 12.)

The only asset that B&L retained in tﬁe Hunt transaction was the

royalty obligation from SIPCC.! (See Pls.’ Consolidated Resp. [499]

at 34.) Plaintiffs concede that B&L offered to transfer the SIPCO
royalty obligation, but Hunt was unwilling to pay for it. (Pls.’
Resp. to B&L’s SMF [501] at ¢ 19.) Apparentlyr Hunt believed that

3 In its order ruling on plaintiffs’ motion for summary

judgment, the Court assumed that B&L conveyed substantially all of
its assets to Hunt in the 2006 APA, but noted that neither party had
addressed the issue sufficientiy to rule on it as a matter of law.

(Order [343] at 5, n.2.)

‘ Plaintiffs contend that B&L also retained a pre-existing
license agreement with L&G. (Pls.’” Consolidated Resp. [499] at 39-
40.) However, there is undisputed evidence in the record that the
L&G license was mutually terminated in connection with. the July 31,
2006 asset transfer. (APA at § 2.4, attached to B&L’s Compilation of

‘Evidence [444] at Ex. I.) Section 2.4 of the APA provides that: “As

of the Closing, the [L&G] license will terminate in its entirety and
neither Seller or Landis & Gyr will have any further rights or
obligations thereunder.” ({Id.)

15
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‘the SIPCO royalty stream was worthless. (Id. at 1 20;) .Indéed, as

of the July 31, 2006 Hunt transaction, SIPCO had not made any royalty
rayments to B&L, and had acknowledged that it could not afford to
meet its royalty obligations. {B&L's SMF [445] at 9 5 and Pls.’

Resp. to B&L‘s SMF [504] at 9 5.) Under the circumstances,.B&L’s

. retention of the SIPCO royalty stream does not change the character

of the Hunt transaction as a sale of “substantially all” of Bs&L’s
assets.
In fact, plaintiffs have admitted in other filings. that B&L

transferred “essentially everything” to Hunt in the July 31, 2006

- asset sale. (See Pls.’” Br. in Supp. of Mot. to Appoint. Receilver

[358};) In support of their prior motion to appoint a feceivér for
B&lL, plaintiffs argued that B&L “no longer ha{d] any incecme producing
assets ahd ha[d] no ongoing_ businesé” as a reSuit of the Hunt
transaction. (Id. at 7.) In connecfion ﬁith that métion, SIECO.
representative Oliver Lee confirmed that “B&L hald] no éperations”
following the Hunt transaction. =~ (Lee Decl. [357] at ﬁﬂ 3, 10.)
Given plaintiffsf admissigns, aﬁd the cther evidence in the fecord
concerning the July_ 31, 2006 asset sale,' the only reasoqable
conclusionA is that- the - Hunt transactioﬁ'”involved .é sale oﬁ

“substantially all” of B&L’s assets, as specified in 9 2(i} of the

Notification Agreemeﬁt.

Finally, plaintiffs argue that Hunt is not an “affiliate” of

1o




L&G, as that term is used in the Notification Agreement:. (Pls.’
i Consolidatéd.Resp..[49§] at 43-52.) .Tﬁe Licensing Agreement'definés
“affiliate” astfollows: “An ‘affiliate’ of an enfity meané'a,person
or entity that controls, 1is controlled'by, or 1s under common control
with the entity.” (Id. at 45 and Licens;ng Agreement at § lZ.I(b};)
Plaintiffs concede that Hunt and L&G were under fhe common ownership
and contrecl of the Bayard ccorporation in July; 2006. {B&L's Br. in
Supp. of Summ. J. [440] at 3-4 and Pis.’ Consoliaated Resp. [499] at
52.) Hunt thus qualified as an “affiliate” of L&G at the time of the
Hunt transaction. However, plaintiffs argue. that. the térm
“affiliate” should be iimited to entities that were affiliated With
L&G when the partiéS'EXecuted the_NotificationHAgréement in 2004.
(Pls;’ Consolidated Resp. T49%8] at 43-53.) Hunt did not beccome an

ﬁaffiliate” of L&G until 2006. (Id. at 52.) |

.Tﬁere_ is no basis 1in the record for plaintiffs} argument .,
Neither the Licensing Agréément nor the Notificatiocn Agreeﬁent Iimits
the definition of “affiliate” to current affiliates of_L&G. . The
partiesAéasily could havg included such a iimitation, if that had
been their intention. See Peachstate Developers, LLC v. Greyfield
Res., Inc.} 284 Ga. App. 501, 504 (2007) (“There being no ﬁroﬁision in

the contract from which we can conclude that time was intended to be

of 'the essence . . . we find that the trial court erred by
determining that time was of the essence in this contract.”). In
17
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‘Notification Agreement, B&L still is entitled to summary judgment.

fact, the surrounding language in the Notification Agreement suggests
that the parties did hét intend to define the. allowable transactioné
of paragraph é éccording te current business relétionéhips. Most.-
notably, paragraph Z(i) permits a sale of B&L’s business tolL&G or
its successors in interest. .(2004-No£ification Agreément [231] at q
2(i).) Sec Auto-Owners Ins. Co. v. Reed, 286 Ga. App..'_'603, 611
(2007) (relying on the éontext of the surrounding language to
inte:pret ambigucus terms in a contract).

In shorf, all of the evidence in the -recdrd supports the
conciusion that Hunt qualifies as an “affiliate” of L&G, and that thé
Hunt traﬁsaction involved a sale of “substantially all” of B&L’s
ésSets, as those terms are used in paragraph.Z(i)'of the Notification
Agreément. Appl?ing theICourt’s interpretation of the Agreemenf to
ﬁhe facts in the record, the Hunt transaction was.thus expressly
exempt from the requirements of the Notificétion Agreement.
Accordingly, the Court GRANTS B&l's mdtions for summary judgment on
plaintiffs’ right of first offer claim [427] and on tﬂe iésue.of
whether B&l transferred “substantially all” of its assets {433].

2. The Notification Agreement was modified and superseded

by the 2005 Release.

Even assuming the Hunt transaction viclated the terms of the

In Nevember 2@05, the parties signed a Release Agreement, which
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. transaction was expressly permitted by 9 10.4 of the 2005 Release;5

substantially modified and superseded the agreements that the parties
executed in 2004, inéluding"the Notification Agreement. (2005
Release [231];) The 2005 Release relieved SIPCO.of some of its
royalty and payment obligations under the Licensing Agreement. (Id..
at Ex. 1, 9 3.3 In return, the Release granted certain rights béck
to B&L, includiné the right to assign the patents that were the
subject of the parties’ various agreements “without ©prior
authoriiétion of [SIPCO], to an entity that acquires at least
substantially all of the assets of [B&L]."™ (Id. at ¢ 10,4f)'

Regardless of.the terms of the Neotification Agreement, the Hunt

SIPCO’s argument that 9 10.4 does not apply to the licensed
patents is unpersuasivé. The relevant language of 4 10.4 reads as
follows:
This Agreement shall be binding upon and inure to the
benefit of the successors and permitted assigns of the
parties hereto, and this Agreement shall be assignable by
[B&L], without prior authorization of [SIPCO], tc an
entity that acguires at ‘least substantially all of the
assets of [B&L].

(7Td.)

~According to SIPCO, the above language does not modify the terms

5 Pursuant to T 10.5 of the 2005 Release, the terms of the
Release supersede any conflicting provisions in the parties’ previous
agreements, including the Notification Agreement. (2005 Release at
T 10.5.) '
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of thé Notification Agreement. (SIPCO’s Consolidated.ReSp. [499] at
61-66.) However;.the term “agreement” is defined in the 2005 Release
to include “all Exhibits attached to this Agreement.” (2005 Release
at T 1.1.) Both the Licensing Agreement and the Notification
Agreement are listed in Exhibit A to the Release. (Id. at Ex. A.)
The Release thus expressly authorizes B&L to assign the rights
underlyihg the Licensing Agreement without the prior autherization
that otherwise would be required by the Notification Agreement.

Other terms in the 2005 Release confirm that the Release
modified and superseded the 2004 Notification Agreement. For
example, the Release contains the following'provision:'

U.S. Patent No, 6,437,692. If at least substantially all

the assets of [B&L] are acquired by a third party other

than Landis & Gyr, Inc., and such third party declines

ownership of U.S. Patent No. 6,437,692 (the ‘692 Patent)

and declines a license under the ‘692 Patent, then [BalL]

agrees to negotiate in good faith [with SIPCO] for the sale
of the ‘692 Patent. '

- (B&L’s SMF [445] at 1 39 and Pls.’ Resp. to B&L’s SMF [504] a£ q 39;)
This provision expressly contemplates the exact transaétion about
.whiéh plaintiffs now complain: a transfef of the licensed patents to
a'party other than L&G as part of a sale of substantiallf all of
B&L's assets. It -would have been unnecessary to include .this
prqvision in the 2005 Release if SIPCO had retained iﬁs ;ightg of
‘notification and first offer under the 2004 Notification Agreement.

See Anderson, 274 'Ga. at 226 (stressing the importance of looking to
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the whole contract in arriving at the construction of any part}..

.'Moreover, plaintiffs do not persuasively counter the evidence in
the record thét one of both B&L and SIPCO’s primary objectives in
cxecuting the 2005 Release was to be relieved of their mutual
obligations under the Notification Agreement. (B&L" s Br. in Supp.'of
Summ. J. [446] at 6-9.) When the parties entered into the Release,
B&L was in negotiations to sell substantially all of its assets to
Motorola. - {(Id. at 8.) B&L therefore wanted to be rélieved of its
notification obligations to SIPCO in the event its negotiations with
Motorola were.successful. {Id.) Plaintiffs dQ not dispute thét they
knew about the Motorola negotiations in October, 2005, and were thus
aware of B&L’s objectives for obtaining a modification of'the righﬁs
of nctification and first offer in favor of SIPCO. (IdQ at.8—i0,-
Pis.’ Consoiidated.Resp. [499] at 59-80, and Pls.’ Reép.-to B&L’s SMF
[504] at 9 17.) |

At the- same time, SIPCC had a correéponding interest. in
modifying the terms of the Notification Agreement. IA mid—ZOOS,
plaintiffs had décided to gstabiish,a'holding company for the purpose
of combining the patent assets of SIPCO and IP CO} into a single

corporate entity. (Pls.” Resp. to B&L's SME[504] at € 7.) SIPCO.

and TP CO. principals believed that putting their assets “under one

roof” of a'commpn.holding company woeuld enhance the patent portfolios

and improve investment opportunities. (Id. at 9 8.) B&L’s right of
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‘potential bar to plaintiffs’ proposed consolidation and transfer of

the patents to a new entity. (Id. at 1 13.) Accordingly, SIPCOY}

and conduct bolsters the Court’s conclusicn, based on  the plain

‘languege of the 2005 Release, that ¥ 10.4 of the Release modified and

- Release, B&L’s sale of the licensed patents in conjunction with a

first offer under the 2004 Notification Agreement ;preséﬁted a

negotiated for and obtained a modification to the Netification )
Agreement, which permitted SIPCC to assign the rights undérlying the
Agreement to a holding company without B&L’s_consent.6 (Id. at 99 21-
23, 30-31.)

The evidence in the record concerning the parties’ negotiatiohs

superseded the Notification Agreement. As modified by'the 2005

sale of “substantially all” of its assets to any entity was exempt
from the rights of notification and first offer imposed by the 2004
Notification Agreement. As discussed above, the Hunt transaction
involved a sale of “substantially all” of B&L’s assets...For this
additional reason, the Court GRANTS B&i’s motion.for summary Judgment
on plaintiffs’ right of first offer claim [427], and also GRANTS-

B&T"s metion for summary judgment on the supersession issue [430].

¢ Immediately following the execution of the Release, SIPCO’s

David Petite séent an e-mail to a potential investor indicating that
it was now “clean” to sell SIPCO and TP CO.’s patent assets to a
holding company. (Pls.’ Resp. to B&L's SMF [504] at qQ 48.)
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3. There are guestions of fact as to whether SIPCO
breached its. contractual obligations .to B&L, and
whether any breaches were material;

should be relieved of its obligations under  the Notification

Agreement as a result of SIPCO’s prior, material breaches of the

related Licensing Agreement. (B&L’s Mot. for Summ. J. Regarding
SIPCO’S Material Breaches [4231.) in support of this argument, B&L
Ccites § 1;3 and §§ 5.1 and 5.2 of the Licensing Agreement. {(B&L' s
Br. in Supp. of Mot. for Summ. J. [449] at 4, 10-11.) B&L claims

In its final motion for summary Jjudgment, B&L argues that it
that SIPCO violated § 1.3 cof the Agreement by sub—licénsing'the
Petite patents to three entities, including IP CO., without'notifying

B&L or ensuring that the sub-licenses contained varicus contractually

.reQuired_provisions. {Id. at 5-10.) In addition, B&L claims that
STPCO failed to provide the licensing and audit repérts requiﬁed by
§§ 5.1 and 5.2 of the Agreement. (Id. at 10-12.)
Under Gecorgia law, a party “must have pérformea all his
obligations under [a] contract” in ordér to recover démaées for its
breach.. Corroéion Contro%, Inc. v. William Armstrong-Smith Co;, 148
| Ga. A@p. 75, 75 (1978). See also Burnham v. Cooney, 265 Ga..App.
i 246, 249 (2004) (a “party committing breach of contract cannot
l maintain an action against [an]other contraéting party fér failure tc

perform if - promises are dependent”). However, “substantial

compliance with the terms ‘of the contract is all that the law
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requires.” Kuritzky v. Emory Univ., 294 Ga. Rpp. 370, 371 (2008).
Moreover, a party’s ﬁohfcompliahde_ may be waived by “continuing
performance,.démandihg or ﬁrging further performance, or permitting
the other,pérty.to perform and accepting or retaining benefits under
the.contract.” Youhg'v. OCak Leaf Builders, Inc., 271 Ga. App. 2?4,
277 (2006). Whether a party has substantially coﬁplied with-its
cohtractual obligations, and whether there has béen a waiver of any
non-compliance, are generally gquestions for the jury. Id.” See also
TRST Atlanta, Inc. v. 1815 Exch., Inc., 220 Ga. App; 184, 187

(1996)(finding questions of facl on the substantial compliance

‘issue).

Plaintiffs have presented evidence that SIPCO substantially
complied with the sub-licensing restrictions of § 1.3, as well és_the
reporting requiremenﬁs of §§ 5.1 and 5.2, of the Licensing Agféement.
{See Pls.; Consolidated Resp. Br. [496] at 23-47.) In fact, in
conjunction: with the Hunt transaction on July 3%, 2006, B&L
represented to Hunt that “there [we]re no uncured materigl breaches
or defaults existing on the part of [SIPCO].” kId. at 34.}
Additional evidence  in the - record, construed rmost favorably to

plaintiffs, further suggests that Bs&l waived its right to contest

SIPCO’s nen-compliance. (Id. at 23-47.) Most notably, B&lL did nect

object to SIPCO’s licensing activities under § 1.3, or insist on

additional reports under §§ 5.1 and 5.2, until after this litigation
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commeﬁced. (Id. at 47.) In fhe meantime, B&L Céntinued'to accept
the benefits under thé Agreement, inéluding $1,550,000 iﬁ payments
from.SIPCO. (id. at 3.) | | |

Based on the above evidence, a jury might reasonably ébnclude
that STIPCO materially complied with its obligatiohs under  the

Licensing Agreement and/or that B&L waived SIPCO’ s adllegad breach of

its various sub—licensing and reporting obligations. Accordingly,

B&L’ s motion for summary judgment regarding SIPCO’S materiél.breaéhes
[423] is DENIED.

.To_the extent B&L relies upon SIPCO's breach{of the Licensinq
Agréement as a défense to SIPCO’S right c¢f first offer claiﬁ-under
the Notification Agfeement, its arguments are moot as a result of the
Coﬁrt’s ﬁulingé on B&L’'s other motipns for summary Judgment . .B&L

shOuld inform the Court if it intends to seek additional remedies or

: damages on its claim 'regarding SIPCO’'s alleged breach of . the

ILiicensing Agreement.

CONCLUSTON

For the foregoing reascns, the Court GRANTS as unopposed B&l’s

Motion for Summary Judgment on Certain of Plaintiffs’ Affirmative

Defenses [416] and B&L’s Motion for Summarj—Judgment on TP CO.'s

Breach of Contract Claim [418]; GRANTS EB&L’'s Motion for Summary

Judgment on Plaintiffs’ Right of First Offer Claim [427], B&L's
Motion for Summary Judgment on Supersession of the 2004 Right of
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First Offer Provision by the 2005 Release Agreement [430] and B&L’s
Motion for Summary Judgment on SSI"s July 31, 2006 Transfer of

“Substantially All of its Assets” as a Matter of Law [433]; DENIES

- B&L's Motion for Summary Judgment Regarding SIPCO’s Material Breaches

[423]; GRANTS Plaintiffs’ and Cellnet and Eunt’s Joint Motion to
Dismiss [529], Plaintiff SIPCO and B&L’s Joint Motion for Extension
of Time [549], and Plaintiffs’ Unopposed Motion to Extend Time_to
Reply to Defendant’s Response [553]; and DENIES as moot Cellnet'énd
Hunt’s Mofion for Leave to File Under:Seal [5i6], Cellnet and Huht’é
Mdtion for Leaﬁe to FilerEgcesé Pages [421}, Cellnet énd'Huﬂtis
Motion for Summary Judgment én Counts Two, Three, Four, Five, and
Seven [422]7, Cellﬁet and Hunt’s Motions for Summary Judgmeht on
Counts Five and $Six [425] and [426], and Hunt*s Motion for:Summary
Judgment on Counterclaim Three cof its Answer and Counterclaims'[429};

Given fhe Court}s rﬁlings in this Order, and the plaiﬁtiffsr
recent settlement with defendants Celinet and'Hunt, it is ﬁnélear
which of the remaining claims and counterclaims the partiés intend to
pursue. It is also unclear whether plaintiffs still desire.a ruling
on its recently filed motions to amend the complaint [543] and to

compel funding cof an escrow account [546];'PThe Court ORDERS the

parties to file a joint statement within ten (10) days of this Order g

setting forth the claims that remain to be decided by. a jury. The
Court further ORDERS plaintiffs to advise the Court within ten (10)
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days of this Order whether to proceed on the outstanding metions

[543] and [546].

SO ORDERED, this Zéa’ day of September, 2009.

LQULIE E. CARNES
“UNITED STATES DISTRICT JUDGE
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