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IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF DELAWARE 

------------------------------------------------------------------ x  

 : Chapter 11 

In re: :   

 : Case No. 11-13511 (KJC) 

FILENE’S BASEMENT, LLC, et al., : (Jointly Administered) 

 :  

    Debtors.
1
 : Re: Docket Nos. 1640 & 1843 

 :  

------------------------------------------------------------------ x  

JOINT REPLY OF THE DEBTORS, THE OFFICIAL COMMITTEE OF UNSECURED 

CREDITORS AND THE OFFICIAL COMMITTEE OF SYMS CORP. EQUITY 

SECURITY HOLDERS TO OBJECTION TO DEBTORS’  

ASSUMPTION OF EXECUTORY CONTRACT WITH MACY’S, INC. 

The above-captioned debtors and debtors-in-possession (the “Debtors”), by its counsel, 

Skadden, Arps, Slate, Meagher & Flom LLP, the Official Committee of Unsecured Creditors 

(the “Creditors’ Committee”), by its co-counsel, Hahn & Hessen LLP and Richards, Layton & 

Finger, P.A., and the Official Committee of Syms Corp. Equity Security Holders (the “Equity 

Committee”), by its co-counsel, Munger, Tolles & Olson LLP and Morris, Nichols, Arsht & 

Tunnell LLP, hereby submit this joint reply (the “Reply”) to the Objection to Debtors’ 

Assumption of Executory Contract with Macy’s, Inc. [D.I. 1843] (the “Macy’s Objection”), and 

respectfully state as follows
2
: 

                                                 
1 

 The Debtors and the last four digits of their respective taxpayer identification numbers are as follows:  

Filene’s Basement, LLC (“Filene’s”) (8277), Syms Corp. (“Syms”) (5228), Syms Clothing, Inc. (“Clothing”) 

(3869), and Syms Advertising Inc. (“Advertising”) (5234).  The Debtors’ address is One Syms Way, Secaucus, New 

Jersey 07094. 
2
  Since the Macy’s Objection only objects to the assumption by Filene’s of the License Agreement under 

the terms of the Plan and no other aspect of the Plan, the parties are submitting this Reply apart from their replies to 

the other objections filed to Plan confirmation.    
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PROCEDURAL BACKGROUND 

1. On November 2, 2011 (the “Petition Date”), the Debtors filed voluntary petitions 

for relief under chapter 11 of title 11 of the Bankruptcy Code in the United States Bankruptcy 

Court for the District of Delaware (the “Court”).  The Debtors continue to operate their 

businesses and manage their properties as debtors-in-possession pursuant to sections 1107(a) and 

1108 of the Bankruptcy Code.  No trustee or examiner, other than a fee examiner, has been 

appointed in these cases. 

2. On November 8, 2011, the United States Trustee for the District of Delaware (the 

“U.S. Trustee”) appointed five of the Debtors’ largest unsecured creditors to the Creditors’ 

Committee.
3
   

3. On November 15, 2011, the U.S. Trustee formed the Equity Committee.   

4. On March 23, 2012, the Debtors filed the Motion Pursuant to Bankruptcy Code 

Sections 105, 332, 363 and 365, Bankruptcy Rules 2002 and 6004, and Local Rule 6004-1 for 

Entry of (I) Initial Procedural Order (A)(1) Approving Bidding Procedures for the Sale of 

Intellectual Property, Including Authorizing the Debtors to Enter into One or More Stalking 

Horse Agreements and Certain Bid Protections in Connection Therewith, (2) Approving Form 

and Manner of Auction and Sale Hearing Dates; (B) Authorizing U.S. Trustee to Appoint 

Consumer Privacy Ombudsman; and (II) Final Order Approving Sale of Intellectual Property 

Free and Clear of All Interests [D.I. 998] (the “IP Bidding Procedures Motion”), by which the 

Debtors sought approval of certain bidding procedures and authority to hold an auction for the 

sale of the Debtors’ intellectual property assets which are owned by Debtor Filene’s.   

                                                 
3
  The current members of the Committee are: (1) PVH Corp., (2) Vornado Realty Trust, (3) Rabina 

Properties, LLC, and (4) Rosenthal & Rosenthal, Inc.  Saul Zabar, Stanley Zabar and 2220 Broadway, LLC c/o Lori-

Zee Corp. resigned from the Committee, effective as of January 4, 2012. 
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5. As set forth in the IP Bidding Procedures Motion, Filene’s intellectual property 

assets include, inter alia, an exclusive, perpetual, world-wide and royalty-free license agreement 

with Macy’s, Inc. (“Macy’s”) for the “Filene’s Basement” name and related trademarks (the 

“License Agreement”).
4
 

6. On April 2, 2012, Macy’s filed a Reservation of Rights with Respect to the IP 

Bidding Procedures Motion [D.I. 1036] (the “Macy’s Reservation of Rights”), whereby Macy’s 

asserted that in order for Filene’s to assume and assign the License Agreement to a third party in 

a sale, Filene’s must have Macy’s consent.  Accordingly, Macy’s purported to reserve its right to 

determine “whether or not there is a potential purchaser that can ensure the good will, quality 

and value of the trademarks are maintained,” such that Macy’s might consent to the assumption 

and assignment of the License Agreement.     

7. On April 6, 2012, the Creditors’ Committee filed a response to the Macy’s 

Reservation of Rights [D.I. 1067], whereby the Creditors’ Committee addressed certain factual 

and legal inaccuracies contained in Macy’s Reservation of Rights.  

8. On April 9, 2012, the Court entered the Initial Procedural Order Pursuant to 

Bankruptcy Code Sections 105, 332, 363 and 365, Bankruptcy Rules 2002 and 6004, and Local 

Rule 6004-1 (1)(A) Approving Bidding Procedures for the Sale of Intellectual Property, 

Including Authorizing the Debtors to Enter into One or More Stalking Horse Agreements and 

Certain Bid Protections in Connection Therewith, (B) Approving Form and Manner of Auction 

and Sale Hearing Dates and (C) Authorizing U.S. Trustee to Appoint Consumer Privacy 

Ombudsman [D.I. 1076]. 

                                                 
4 

 The License Agreement with Macy’s, which holds bare legal title to the Filene’s Basement trademark, 

was originally entered into by The May Department Stores Company and Federated Departments, Inc. on April 30, 

1988.  A true and complete copy of the License Agreement is annexed hereto as Exhibit A.   
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9. On June 22, 2012, the Debtors filed the Motion for an Order Under 11 U.S.C. §§ 

105, 502, 1125, 1126 and 1128, Fed. R. Bankr. P. 2002, 3003, 3017, 3018, 3020 and 9007, Del. 

Bankr. L.R. 3017-1 (I) Approving Proposed Disclosure Statement; (II) Approving Key Dates and 

Deadlines Related to Ballot Solicitation and Tabulation Procedures, Forms of Ballots, and 

Manner of Notice; and (III) Fixing Date, Time and Place for Confirmation Hearing and 

Deadline for Filing Objections Thereto [D.I. 1534] (the “Disclosure Statement Motion”). 

10. On July 13, 2012, the Debtors filed the Second Amended Joint Chapter 11 Plan of 

Reorganization of Syms Corp and its Subsidiaries  [D.I. 1640] co-proposed by the Debtors and 

the Equity Committee (the “Plan”) and the Disclosure Statement with Respect to the Plan [D.I. 

1641].    

11. On July 13, 2012, the Court entered an Order approving the Disclosure Statement 

Motion [D.I. 1655]. 

12. Article 9 of the Plan provides that all executory contracts to which any of the 

Debtors are a party will be rejected on the Effective Date (as defined in the Plan) unless, among 

other things, they are listed on Exhibit “B” to the Plan.  

13. On August 13, 2012, the Debtors filed the First Plan Supplement [D.I. 1831], 

which lists the License Agreement on Exhibit “B” to be assumed pursuant to the Plan.  

THE MACY’S LICENSE AGREEMENT 

14. On April 30, 1988, the May Department Stores Company (“May”), predecessor to 

Macy’s, and Federated Department Stores, Inc. (“Federated”), predecessor to Filene’s, entered 

into the License Agreement, whereby May granted to Federated an “exclusive, perpetual, world-

wide and royalty-free license” for the use of the “Filene’s Basement” name and trademark.  
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15. The material terms of the License Agreement include
5
:  

(a) Filene’s “agrees that it will use the Filene’s Basement name and the Marks 

solely in connection with the advertisement, marketing, manufacturing, 

sale and offering for sale of goods and services sold by its Filene’s 

Basement division.” License Agreement, ¶ 2.  

(b) Filene’s “agrees that the quality of the goods and services it offers for sale 

or sells under the Filene’s Basement name and the Marks will be no less 

than the quality of the goods and services offered for sale as of the date 

hereof…” License Agreement, ¶ 3.   

(c) Macy’s only remedy for Filene’s breach of this quality standard is to 

“provide written notice to [Filene’s] specifying the alleged failures and 

[Filene’s] shall take such actions as it determines to be reasonably 

necessary to comply with the requirements of [the License Agreement].” 

License Agreement, ¶ 4.   

(d) Filene’s is entitled to assign its rights and obligations under the Licensing 

Agreement to an entity acquiring “substantially all the operations” of 

Filene’s Basement.  The License Agreement further provides that the 

Debtors do not have to sell any leased or owned retail store locations to 

the assignee of the trademark in order for the sale to qualify as an 

acquisition of Filene’s Basement’s business. License Agreement, ¶ 8.   

(e) The License Agreement “may not be amended, modified or terminated 

except in a writing signed by both parties hereto.” License Agreement, ¶ 

12. 

JURISDICTION 

16. The Bankruptcy Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 

157 and 1334.  Venue is proper pursuant to 28 U.S.C. §§ 1408 and 1409.  This is a core 

proceeding pursuant to 28 U.S.C. § 157(b)(2)(B). 

THE MACY’S OBJECTION 

17. On August 15, 2012, Macy’s filed the Macy’s Objection, whereby it objects to 

Filene’s assumption of the License Agreement with Macy’s for the use of the “Filene’s 

                                                 
5
  In the following provisions, “May” has been replaced with “Macy’s” and “Federated” has been replaced 

with “Filene’s” for ease of reference.  
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Basement” name and trademark and more than seventy (70) internet domain names, including 

www.filenesbasement.com, in connection with the Plan.  The Plan proposes that Filene’s remain 

intact post-confirmation as a wholly-owned subsidiary of Syms Corp. and that all of Filene’s 

property, including the License Agreement, vest in the reorganized Filene’s entity (“Reorganized 

Filene’s”) pursuant to section 1141(b) of the Bankruptcy Code. 

18. Macy’s argues that, under the “hypothetical” test framework articulated in In re 

West Electronics, 852 F.2d 79 (3
rd

 Cir. 1988), a debtor may not assume an executory contract if 

applicable law would bar assignment to a hypothetical third party, even where the debtor-in-

possession has no intention of assigning the contract to a third-party.  Macy’s Objection, ¶10 

(citations omitted).  Macy’s advocates that “ ‘the universal rule is that trademark licenses are not 

assignable in the absence of a clause expressly authorizing assignment.’ ” Macy’s Objection, ¶ 9 

(quoting In re XMH Corp., 647 F.3d 690, 695 (7
th

 Cir. 2011)).  Accordingly, Macy’s concludes 

that, “having established that trademark licenses are of the type of ‘applicable law’ within the 

meaning of section 365(c)(1) and that Macy’s does not consent to the assumption or assignment 

of the License Agreement, an application of the ‘hypothetical’ test that governs this Circuit 

necessarily leads to the inescapable conclusion that assumption is inappropriate.” Macy’s 

Objection, ¶11.  

JOINT REPLY 

19. Macy’s argument fails on several grounds.  First, the License Agreement is not an 

executory contract so its vesting with Reorganized Filene’s is not governed by section 365 of the 

Bankruptcy Code.  Second, even if the License Agreement is found to be an executory contract, 

the License Agreement may still be assumed pursuant to section 365 under West Electronics 
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because (A) as an exclusive trademark, the License Agreement is freely assignable under non-

bankruptcy law, (B) Filene’s is permitted to assign the License Agreement to Reorganized 

Filene’s without Macy’s consent pursuant to its express terms, and (C) Filene’s is permitted to 

assign the License Agreement to a hypothetical third-party assignee without Macy’s consent 

pursuant to its express terms.  

I. The License Agreement is Not an Executory Contract,  

and Thus, Section 365 of the Bankruptcy is Not Applicable 

20. Because Macy’s and Filene’s have no material obligations remaining under the 

License Agreement, it is not an executory contract under section 365 of the Bankruptcy Code.  

The Macy’s Objection incorrectly presumes, without discussion, that the License Agreement is 

an executory contract and that section 365 of the Bankruptcy Code applies to its transfer to 

Reorganized Filene’s pursuant to the Plan.   

21. It is well established law in this Circuit that “[a]n executory contract is a contract 

under which the obligation of both the bankrupt and the other party to the contract are so far 

underperformed that the failure of either to complete performance would constitute a material 

breach excusing the performance of the other.” In re Exide Technologies, 607 F.3d 957, 962 (3d 

Cir. 2010) (internal citations omitted).  “Thus, unless both parties have unperformed obligations 

that would constitute a material breach if not performed, the contract is not executory under § 

365.” Id.  To make this determination, the Court should consider contract principles under non-

bankruptcy state law. Id.  New York law applies in this instance, as it is the forum selected by the 

parties to the License Agreement. See License Agreement, ¶ 14 (“This Agreement shall be 

governed by and construed in accordance with the laws of the State of New York.”).   
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22. “Under New York law, a material breach, which ‘justif[ies] the other party to 

suspend his own performance,’ is ‘a breach which is so substantial as to defeat the purpose of the 

entire transaction.’ ” Id. (quoting Lipsky v. Commonwealth United Corp., 551 F.2d 887, 895 (2d 

Cir. 1976)).  “But when a breaching party ‘has substantially performed’ before breaching, ‘the 

other party’s performance is not excused.’ ” Id. at 963 (internal citations omitted).   

23. In Hadden v. Consolidated Edison Co., 312 N.E.2d 445 (N.Y. 1974), New York’s 

highest court instructed on how to determine when a party has rendered substantial performance: 

There is no simple test for determining whether substantial 

performance has been rendered and several factors must be 

considered, including the ratio of the performance already rendered 

to that unperformed, the quantitative character of the default, the 

degree to which the purpose behind the contract has been 

frustrated, the willfulness of the default, and the extent to which 

the aggrieved party has already received the substantial benefit of 

the promised performance.  Id. at 449. 

24. Applying the Hadden balancing test to the License Agreement, as the court did in 

factually analogous Exide, Macy’s and Filene’s performance previously rendered under the 

License Agreement materially outweighs their performance obligations remaining, as does the 

extent to which the parties have already benefitted. See Exide Technologies, 607 F.3d at 963.  

Specifically, Macy’s, acting as successor to May, and Filene’s, acting as successor to Federated, 

have operated under the License Agreement for over 20 years, during which time, Filene’s (or its 

predecessor) has been using the Filene’s Basement marks in connection with the advertising, 

marketing, manufacturing, and sale of “off-price” retail clothing. See Id. (holding that EnerSys 

had substantially performed by, inter alia, operating under the perpetual, exclusive royalty-free 

license and using the Exide trademark in the industrial battery business for over 10 years).    
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25. As in Exide Technologies, any obligations of Macy’s or Filene’s that remain 

unperformed are minor, the breach of which would not justify the other party to suspend 

performance under the License Agreement.  Indeed, a simple review of the terms of the License 

Agreement reveals that there are virtually no performance obligations remaining by either side.  

For example, Filene’s is not obligated to maintain any minimum level of sales, which is 

commonly included in retail license agreements, or even maintain or operate any retail stores at 

all.  Filene’s is not obligated to submit any seasonal clothing line or products to Macy’s in 

advance for its approval.  Nor does Filene’s pay any royalties to Macy’s.  In fact, it appears the 

only remaining obligation of the parties under the License Agreement relate to Filene’s 

agreement to meet a vague, quality standard consistent with the quality that existed in 1988. See 

License Agreement, ¶ 3.
6
  Although the requirements of this quality standard are unclear, the 

License Agreement grants Filene’s sole discretion in determining how to remedy any violations 

of this standard.  Moreover, the Excide court found that similar obligations are minor and do not 

outweigh the substantial performance rendered and benefits already received by the parties under 

the Agreement. See id.   Accordingly, under New York law and based on the application of the 

Third Circuit’s decision in Exide, the License Agreement is not an “executory contract” under 

section 365 of the Bankruptcy Code.     

26. Finally, even if the lack of material obligations remaining by either party under 

the License Agreement were insufficient to render the License Agreement non-executory, the 

                                                 
6
  Section 3 of the License Agreement provides that Filene’s “agrees that the quality of the goods and 

services it offers for sale or sells under the Filene’s Basement name and the Marks will be no less than the quality of 

the goods and services offered for sale as of the date hereof…” (emphasis added).  Notably, Macy’s only remedy for 

Filene’s’ breach of this quality standard is to “provide written notice to [Filene’s] specifying the alleged failure.” 

License Agreement, ¶ 4.  The License Agreement then leaves it to Filene’s to determine what actions are 

“reasonably necessary to comply with the requirements.” Id. 
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unique termination provision, which expressly provides that the License “Agreement may not be 

amended, modified or terminated except in a writing signed by both parties hereto,” makes clear 

that a material breach by either side cannot result in a termination of the License Agreement.  

See License Agreement, ¶ 12.   

27. As the License Agreement is not an executory contract, the transfer of such 

agreement is not governed or restricted by section 365(c) of the Bankruptcy Code.  Instead, the 

License Agreement is merely an asset of the estate which automatically vests pursuant to section 

1141(b) of the Bankruptcy Code in Reorganized Filene’s upon confirmation of the Plan.  See 11 

U.S.C. § 1141(b) (“Except as otherwise provided in the plan or the order confirming the plan, the 

confirmation of a plan vests all of the property of the estate in the debtor.”).  Consequently, the 

Macy’s Objection based on the restriction set forth in section 365(c) of the Bankruptcy Code is 

misplaced and should be overruled.    

II. Even if it the License Agreement is an Executory Contract, the 

License Agreement May Be Assumed Pursuant to the Plan as it 

May Be Assigned to a Third-Party Pursuant to Non-Bankruptcy Law 

28. Even if, assuming arguendo, the Court were to determine that the License 

Agreement is an executory contract, Filene’s may still assume the License Agreement pursuant 

to the Plan since the License Agreement may be assigned pursuant to applicable non-bankruptcy 

law.   

29. While the Debtors do not dispute that West Electronics is controlling law in this 

Circuit, it does dispute Macy’s application of the hypothetical test and its conclusory statement 

that such test “necessarily leads to the inescapable conclusion that assumption is inappropriate.”  

Macy’s Objection, ¶11.  In West Electronics, the court held that a government contract could not 



 

11 
RLF1 6766448v.1 

be assumed by the trustee because the federal statute in question unequivocally barred the 

assignment of such contracts without the permission of the government. 852 F.2d at 83.  

Notably, the court stated that the relevant inquiry is “whether [the federal statute] would 

foreclose an assignment by West to another defense contractor.”  Id. 

(a) As an Exclusive Trademark License, the License Agreement is Freely 

Assignable 

30. Here, unlike the applicable law in West Electronics, trademark law does not bar 

an assignment of the License Agreement.  Rather, as an exclusive trademark license, the License 

Agreement is freely assignable.   

31. Macy’s Objection is premised on the incorrect legal argument that the universal 

rule is that trademark licenses are not assignable in the absence of a clause expressly authorizing 

such assignment. Macy’s Objection, ¶ 9 (quoting In re XMH Corp., 647 F.3d 690, 695 (7
th

 Cir. 

2011))
7
.  Such an assignment restriction, however, only applies to non-exclusive trademark 

licenses. See, e.g., N.C.P. Marketing Group v. Blanks (In re N.C.P. Marketing Group), 337 B.R. 

230, 237 (Bankr. D. Nev. 2005) (interpreting a non-exclusive trademark license); In re Travelot 

Co., 286 B.R. 447, 455 (Bankr. S.D. Ga. 2002) (same).  Here, the License Agreement is an 

exclusive trademark license agreement that is freely assignable under applicable non-bankruptcy 

law without Macy’s consent. See In re Global Home Products, LLC, 2006 U.S. Dist. LEXIS 

57839 (D. Del. 2006) (affirming the bankruptcy court’s conclusion that an exclusive trademark 

sublicense agreement was not a personal service contract and was freely assignable as an 

exclusive license under applicable non-bankruptcy law).     

                                                 
7
  Notably, XMH cites N.C.P. Marketing Group, which involves a non-exclusive trademark license, as 

support for this legal conclusion.  
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32. Courts have consistently recognized that exclusive trademark licenses may be 

freely assigned. See Ste. Pierre Smirnoff, FLS v. Hirsch, 109 F.Supp. 10, 12 (S.D. Cal. 1952) 

(“[t]he grant of an exclusive and irrevocable right to use a mark in a designated territory is an 

assignment and not a mere license…[A]n exclusive license under trademarks is not…a mere 

license, but assigns the exclusive ownership and good-will in the trade-marks…” (internal 

citations and quotations omitted)).  Indeed, the free assignability of exclusive trademark licenses 

has also been recognized by bankruptcy courts in this Circuit, including this Court. See In re 

Global Home Products, LLC (Case No. 06-10340 (KG)), Transcript of Omnibus Hearing on 

August 8, 2006, p. 284 (holding that an exclusive trademark sublicense agreement was freely 

assignable); In re Rooster, Inc., 100 B.R. 228, 233 (Bankr. E.D. Pa. 1989) (holding that an 

exclusive license for the use of trademarks was not a personal services agreement and could be 

freely assigned without consent notwithstanding section 365(c) of the Bankruptcy Code). 

33. In Global Home Products, Regal and Newell were parties to a license agreement 

pursuant to which Regal granted Newell an exclusive, worldwide royalty-free sublicense with 

respect to certain trademarks. See In re Global Home Products, LLC (Case No. 06-10340 (KG)), 

Debtors’ Reply to Objection of Regal Ware, Inc., to Motion of the Debtors for Order (I) 

Approving Sale by the Various Wearever Debtors of Substantially All of the Wearever Debtors 

Operating Assets Free and Clear of All Liens, Claims, Encumbrances and Other Interests 

Pursuant to Sections 363(B), (F) and (M) of the Bankruptcy Code, (II) Assuming and Assigning 

Certain Executory Contracts and Unexpired Leases, and (III) Granting Related Relief [D.I. 631], 

¶ 1 (the “Global Homes Reply”).  A copy of the Global Homes Reply is attached hereto as 

Exhibit B.  The license agreement allowed Newell to (i) freely sublicense to other parties, and 
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(ii)  transfer the license agreement without Regal’s consent to an entity that acquired 

substantially all of Newell’s business. Id. at ¶ 2.  The debtor subsequently acquired the business 

from Newell, and in connection with this acquisition, Newell sublicensed certain trademarks to 

the debtor pursuant to the license agreement. Id. at ¶ 3.  The sublicense agreement granted the 

debtor an exclusive, worldwide royalty-free sublicense to use the trademarks in connection with 

the manufacture and distribution of certain of its products. Id.    

34. In connection with a sale of substantially all of its assets pursuant to the section 

363 of the Bankruptcy Code, the debtor sought to assume and assign the sublicense agreement to 

the successful bidder at the auction. Id. at ¶ 5.  Regal filed an objection to such assumption and 

assignment on the basis that trademarks are “personal and non-assignable” under applicable 

trademark law and, therefore, the sublicense agreement could not be assumed and assigned 

pursuant to section 365(c) of the Bankruptcy Code. Id. at ¶ 8. 

35. At the sale hearing, Judge Kevin Gross overruled Regal’s objection, finding that 

the exclusive sublicense agreement was freely assignable.  Specifically, the court stated that it: 

[r]elies in its conclusion the license agreement is assignable on the 

District Court’s decision in In re: Golden Books, 269 Bankruptcy 

Reporter 311 in which, with respect to a copyright license, the 

Court held that an exclusive licensee does acquire property rights 

and may freely transfer its rights.  And the license and sub-license 

agreement here do not prohibit an assignment, Regal Ware having 

given up control of the trademark license and has not regained that 

control. 

The case of In re: Rooster, Inc. also supports the court’s 

conclusions where the Bankruptcy Court found that an exclusive 

license for trademark is freely assignable in that it does not 

constitute a personal services contract.   
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Transcript, pg. 284.  A copy of the relevant excerpts of the Transcript of Judge Gross’ decision is 

annexed hereto as Exhibit C.  Significantly, on Regal’s motion to stay pending appeal the sale 

order approved by Judge Gross which allowed for the assignment and transfer of the sublicense 

agreement to the purchasers, the Delaware District Court held that “the Bankruptcy Court 

correctly concluded that the Sublicense Agreement was not a personal services contract and was 

freely assignable as an exclusive license that places no restriction on assignments.  The 

Bankruptcy Court’s reliance on In re Golden Books…and In re Rooster…was not misplaced, and 

the cases cited by Regal Ware involve non-exclusive licenses or particular circumstances that are 

different from the circumstances here.” Global Home Products, 2006 U.S. Dist LEXIS 57839, 

*3.   

36. Courts have similarly upheld the free assignability of exclusive licenses involving 

intellectual property other than trademarks, such as copyright licenses. See e.g., In re Golden 

Books Family Entertainment, Inc., 269 B.R. 311, 319 (Bankr. D. Del. 2001) (holding that an 

exclusive copyright license with express restrictions on assignment was nonetheless freely 

assignable); In re Patient Education Media, 210 B.R. 237, 240 (Bankr. S.D.N.Y. 1997) (“The 

holder of the exclusive license is entitled to all the rights and protections of the copyright owner 

to the extent of the license.  Accordingly, the licensee under an exclusive license may freely 

transfer his rights, and moreover, the licensor cannot transfer the same rights to anyone else.” 

(citations omitted)); but see Gardner v. Nike, Inc., 110 F.Supp.2d 1282 (C.D. Cal. 2000), aff’d, 

279 F.3d 774 (9
th

 Cir. 2002) (analyzing the Copyright Act and holding that copyright licensees 

cannot freely transfer rights even under an exclusive license).     
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37. Here, it is undisputed that the License Agreement is an exclusive trademark 

license.  Specifically, Paragraph 1 of the License Agreement provides that “[Macy’s] grants to 

[Filene’s] the exclusive, perpetual, world-wide and royalty-free license to use the Filene’s 

Basement name and the Marks…” (emphasis added).  Accordingly, the License Agreement, to 

the extent it is found to be an executory contract, may be assumed pursuant to the Plan as 

applicable non-bankruptcy law allows for the free, unrestricted assignment of exclusive 

trademark license agreements.  

(b) Filene’s is Permitted to Assign the License Agreement to Reorganized 

Filene’s Without Macy’s Consent Pursuant to its Express Terms 

38. Additionally, even if the License Agreement is found to be an executory contract 

and is not freely assignable as an exclusive license, Macy’s argument that it has the express right 

to consent to any assignment is incorrect as the Debtors are permitted to assign the License 

Agreement without Macy’s consent pursuant to its express terms.  Specifically, Section 8 of the 

License Agreement provides that Filene’s is entitled to assign its rights and obligations under the 

Licensing Agreement to an entity acquiring “substantially all the operations” of Filene’s 

Basement.  The License Agreement further provides that the Debtors do not have to sell any 

leased or owned retail store locations to the assignee of the trademark in order for the sale to 

qualify as an acquisition of Filene’s Basement’s business operations.  Id. 

39. Under the terms of the Plan, Reorganized Filene’s is acquiring all of the 

operations of Filene’s--which are currently limited to holding and managing Filene’s Intellectual 

Property--with the intended purpose of exploring the sale or joint venture opportunities with 
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respect to such Intellectual Property on a going-forward basis.
8
  Accordingly, under applicable 

non-bankruptcy trademark law, Filene’s may “assign” the License Agreement to Reorganized 

Filene’s pursuant to Section 8 thereof.  Thus, even if the Court were to find that the holding in 

West Electronics is applicable to the present situation, Filene’s may still assume the License 

Agreement in connection with the Plan based on the plain language of the assignment provisions 

in the License Agreement since Reorganized Filene’s is acquiring all of the operations, indeed all 

of the assets, of Filene’s.   

(c) Filene’s Is Permitted to Assign the License Agreement to a Hypothetical 

Third-Party Assignee Without Macy’s Consent Pursuant to its Express 

Terms 

40. Finally, even if the Court does not accept Reorganized Filene’s as the 

hypothetical third-party assignee under West Electronics based on the terms of the assignment 

provision in the License Agreement, the conclusion that Filene’s may nonetheless assume the 

License Agreement in connection with the Plan remains the same.  Significantly, applicable case 

law does not provide any limitations on how the Court may define a “hypothetical third-party 

assignee” under the West Electronics test. See, e.g., In re ANC Rental Corp., Inc., 278 B.R. 714, 

723 n.10 (Bankr. D. Del. 2002) (observing that “[a]t least one court has held that the inclusion in 

such a contract of the ability to assign the contract, under certain circumstances, constitutes a 

waiver of the right to assert that the contract is non-assignable under section 365(c)”).  Instead, 

                                                 
8
  Macy’s appears to mistakenly assume that Filene’s “operations” means Filene’s’ retail operations, which 

can no longer be satisfied as Filene’s has shut down all of its retail operations.  However, nowhere in the License 

Agreement is Filene’s required to maintain any retail operations.  Indeed, the License Agreement only contemplates 

that Filene’s will use the Filene’s Basement name and trademark solely in connection with the “advertisement, 

marketing, manufacturing, sale and offering for sale of goods and services sold by its Filene’s Basement division.”  

License Agreement, ¶2.  This could include retail, wholesale, mail order, catalogue, internet or any other type of 

sales.  The Debtors intend to explore post-confirmation opportunities to generate income from the sale of goods or 

services under the Filene’s Basement name with strategic partners utilizing any and all of these types of sale 

methods. 
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courts when applying the hypothetical test simply prohibit a debtor from assuming an executory 

contract where assignment to any third-party is absolutely prohibited under applicable non-

bankruptcy law.  See West Electronics, 852 F.2d at 83 (“This provision limiting assumption of 

contracts is applicable to any contract subject to a legal prohibition against assignment.”); see 

also Perlman v. Catapult Entertainment (In re Catapult Entertainment), 165 F.3d 747 (9th Cir. 

Cal. 1999) (same).   

41. Here, however, as noted above, assignment of the License Agreement is expressly 

permitted to a third-party under the express conditions set forth in Section 8 of the License 

Agreement.  Accordingly, if a hypothetical third-party assignee is acquiring post-confirmation 

substantially all of the operations of Filene’s Basement, then assignment of the License 

Agreement to such third-party is expressly permitted pursuant to applicable non-bankruptcy law.  

This interpretation of the post-confirmation hypothetical third-party assignee is appropriate at the 

assumption stage as the assignee is just that -- hypothetical.  To the extent that Macy’s has any 

objection to Reorganized Filene’s ability to subsequently assign its rights and obligations under 

the License Agreement, such objection should be raised at that time when the relevant facts are 

known, leaving for another day whether Reorganized Filene’s intended use of the Filene’s 

Basement trade name and marks or assignment of the License Agreement somehow violates the 

terms of the License Agreement or impairs any rights Macy’s believes it has.  However, as 

Filene’s is not absolutely precluded from assigning the License Agreement under applicable non-

bankruptcy law to a hypothetical third-party -- as required under West Electronics -- it certainly 

should not be precluded from assuming the License Agreement in connection with the Plan.      
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CONCLUSION 

42. For the foregoing reasons, the Plan Trustee respectfully requests that this Court (i) 

overrule the Macy’s Objection and (ii) approve the assumption of the License Agreement 

pursuant to the Plan.   

Dated: Wilmington, Delaware 

August 24, 2012 
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to approve the sale.1

Thank you.2
THE COURT:  Thank you.  Thank you, everyone.  I’ve3

got a lot to digest in a short time.  I’m going to go do it. 4
Hopefully you’ll find something to digest, as well.  Maybe at5
the vending machines downstairs, or whatever.  And why don’t we6
come back at -- let’s make it quarter to eight, if that’s7
acceptable to everyone.  And I’ll have a ruling for you at that8
point.9

Thank you.10
MULTIPLE SPEAKERS:  Thank you. 11

(Recess 6:50 P.M./Reconvene 8:08 P.M.)12
THE COURT:  We’ve re-gathered.  Thank you.  I was a13

lawyer recently enough to remember what it was like to sit as14
the judge, you know, read what the judge thought was poetry15
from the bench wondering what the result was going to be16
through it all.  And this is not poetry at all because I really17
haven’t had time to write poetry.18

But I am ruling that the sale to SEB will be approved19
this evening.20

Before the Court is the motion to approve the sale of21
substantially all of the assets of the WearEver Debtors22
operating assets free and clear of liens, et cetera.23

The Court previously entered a bid procedures order24
approving Lifetime Products as the stalking horse with a25
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breakup fee, scheduling an auction for yesterday, and setting1
today as the hearing on the sale motion.2

The Court has heard and considered substantial3
testimony, written submissions, and exhibits.4

Specifically before the Court are the objection of5
Lifetime to the bona fides of the auction process, and the6
objection of Regal Ware to any assignment of its trademark7
license without its consent.8

On the sale, no one questions the debtors’ proper9
exercise of its business judgment.  And the Court, based upon10
the entire record in this case, finds that that exercise to11
sell the WearEver assets is in the exercise of proper business12
judgment, is necessary and proper.13

The Court also finds notice of the sale procedures14
was sufficient.  And, again, no one challenges the adequacy of15
the notice.16

Lifetime, the stalking horse, has contested the17
auction process under Section 363 of the Code on the basis that18
SEB’s investment advisor, Citigroup, served in the recent past19
as its financial advisor and had access to confidential20
information.21

Lifetime has made argument and made factual22
representations which were not supported by any affirmative23
evidence, despite a representation by counsel that it could24
produce a witness.25
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The testimony of Mr. Hadid, of Citigroup, refutes any1

claim that the auction process was tainted.  Mr. Hadid’s2
testimony established that Citigroup advised Lifetime on3
unrelated financial matters and did not reveal any confidential4
information to SEB.5

The auction was spirited and produced approximately6
80 bids or counterbids.  And resulted in an increased price7
from the original asset purchase agreement price of $21 million8
to $35.1 million.9

The fact that SEB topped the highest amount that10
Lifetime was prepared to bid, based upon the representation of11
Lifetime’s counsel, particularly given testimony that SEB was12
prepared to bid still a higher amount does not establish any13
chicanery.  In fact, it refutes it.14

In addition, the record shows that SEB was an15
interested suitor for these assets before Citigroup was16
retained and the unrefuted testimony was that SEB did not have17
any information about Citigroup’s involvement with Lifetime on18
the unrelated financial matters until the day of the auction. 19
Accordingly, the 363(m) objection is overruled.20

The Court next turns to the highest or best bid21
issue.  That is is the $35.1 million bid the highest or best22
bid.  It is significant to the Court that the lender who23
received the sale proceeds in repayment of debt and the24
Committee whose function is to maximize recovery for the25
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unsecured creditors have both argued that SEB’s bid is highest1
and best.2

The highest and best issue inexorably turns on the3
resolution of the objection of Regal Ware to any assignment of4
its trademark license.  As the record shows, in 1999, Regal5
Ware had licensed the use of its trademark to Newell Operating6
Company in connection with a transaction for the sale of7
assets.8

And thereafter, Newell, under a sub-license9
agreement, licensed the use of the Regal Ware trademark to10
Mirro Operating Company, one of the debtors.  The initial11
license to Newell was an exclusive worldwide royalty free12
license, as was the subsequent sub-license from Newell to Mirro13
in 2004.14

Thereafter, effective August 1st on the eve of this15
sale hearing, Regal Ware re-obtained the license from Newell. 16
And now objects that the license which is to be assigned to SEB17
as the successful bidder is unassignable.18

Regal Ware argues that the license is akin to a19
personal services contract and is unassignable or, in the20
alternative, that its consent is required and it’s -- and that21
its withholding of that consent is not unreasonable under the22
circumstance -- under the circumstances that Lifetime and SEB23
are competitors, that it has quality control concerns, and that24
with respect to SEB, it has been subjected to bad faith25
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litigation its opinion and as it alleges.1

The Court founds that the license is assignable. 2
First, the license to Newell and the sub-license to Mirro were3
exclusive and did not restrict assignment to any particular4
entity.5

The cases cited by Regal Ware in support of its6
objection involve nonexclusive licenses and/or special7
circumstances not present here.8

The Court relies in its conclusion the license is9
assignable on the District Court’s decision in In Re: Golden10
Books, 269 Bankruptcy Reporter 311 in which, with respect to a11
copyright license, the Court held that an exclusive licensee12
does acquire property rights and may freely transfer its13
rights.  And the license and sub-license agreements here do not14
prohibit an assignment, Regal Ware having given up control of15
the trademark license and has not regained that control.16

The case of In Re: Rooster, Inc. also supports the17
Court’s conclusion wherein the Bankruptcy Court found that an18
exclusive license for trademark is freely assignable in that it19
does not constitute a personal services contract.20

Having found the license is assignable, the Court21
need not reach the issue of whether or not Regal Ware’s refusal22
to consent to the assignment was reasonable.  But notes that23
the testimony that there were no circumstances under which24
Regal Ware would consent to the assignment to SEB may be an25
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unreasonable withholding with consent.1

Which, again, brings us to the issue of the highest2
or best offer.  Because Lifetime has now negotiated with Regal3
Ware for consent to Lifetime of the assignment of the license4
with a six-month termination date.  And argues that the removal5
of the threat of further litigation and with the consent to the6
assignment, the elimination of a potential reduction of the7
purchase price in the amount of $2 million vaults its final bid8
into a winning bid.9

First, in order to do fairness and right by all10
parties, the Court would have to reopen the auction, which SEB11
was, in fact, prepared to consider if Lifetime withdrew its12
363(m) objection.13

Lifetime refused to do so.  Hence, the reopening is14
not a viable alternative.15

Second, since the Court has found that the Regal Ware16
license is assignable, the mere threat of appeal does not17
support a finding that Lifetime’s bid is improved by $218
million.19

Accordingly, the Court is prepared to enter an order20
approving the sale of the WearEver assets to SEB on the terms21
of the asset purchase agreement as further modified by the bids22
at the auction for a sale price of $31.5 (sic) million.23

Ms. Jones, is there anything further?24
MS. DAVIS JONES:  Your Honor, two things.  I think at25
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the very end of your decision, Your Honor, you said 31.1, I1
believe, and it’s 35.1.2

THE COURT:  Thirty -- I’m sorry, I misspoke.  It is3
35.1.  Mr. Galardi, I’m sorry, you didn’t -- you didn’t4
suddenly get a performance fee.5

(Laughter)6
MR. GALARDI:  I appreciate it, Your Honor. 7

(Indiscernible)8
THE COURT:  Thank you.9
MS. DAVIS JONES:  Secondly, Your Honor, we, as I10

mentioned earlier -- much earlier in the hearing, we had a11
proposed form of order that includes a lot of comments we had12
received from various reclamation claimants and so forth --13

THE COURT:  Yes.14
MS. DAVIS JONES:  -- addressing their issues.  And15

we’d be in a position to present that to the Court, but there16
are some changes we had to make to the order -- or will have to17
make to the order in light of the -- of this bid and so forth.18

So, Your Honor, I’m hopeful that we’ll be able to19
present an order to the Court tomorrow.20

THE COURT:  And I will be here all day and send it21
over as soon as it’s ready.22

MS. DAVIS JONES:  Thank you.23
THE COURT:  Anything further?24
MR. KORTANEK:  Your Honor, Steve Kortanek from Klehr25
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Harrison for Regal Ware.1

Your Honor, our client has authorized us to file a2
motion for stay pending appeal, and we intend to file that with3
Your Honor tomorrow morning.4

Given that the order won’t be tendered until tomorrow5
morning, obviously we’re concerned about mootness, Your Honor.6

THE COURT:  Certainly.7
MR. KORTANEK:  Now, it’s not clear to me standing8

here now, I haven’t done the research, whether under any9
circumstances an assumption and assignment over our objection,10
in light of Your Honor’s ruling, is subject even to a 363(m) or11
any mootness risk, but we can’t take the risk that we’re going12
to be faced with a mootness argument.13

So, with that in mind, I recognize we need a written14
motion.  We -- I think we have the right to go to District15
Court, frankly, straightaway, or we could present it to Your16
Honor.17

But what we don’t want to have happen, of course, is18
for debtors’ counsel to say, ah ha, I have an order entered and19
you didn’t get a stay, and we’ve closed.20

So, the drop dead date on this closing is August21
18th, I believe.22

THE COURT:  That is my understanding.23
MR. KORTANEK:  So, what -- what we’ll be asking in24

our written motion by tomorrow will be -- at least as a25
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temporary matter, I think we ought to have enough breathing1
room to get it to District Court, at least, and we’re going to2
try the 3rd Circuit if that doesn’t work.  But we’ll -- we’ll3
demonstrate in that paper that we at least ought to have a4
chance to present the appeal at a hearing on the merits.5

THE COURT:  I understand and I will obviously6
promptly review and schedule argument upon the receipt of the7
stay motion.8

MR. KORTANEK:  Thank you.9
THE COURT:  Ms. Jones?10
MS. DAVIS JONES:  Your Honor, just so that Mr.11

Kortanek doesn’t believe he has to get up at 6 A.M. and watch12
the docket every minute, I expect, Your Honor, that it would13
probably be at least the afternoon until we’d be able to submit14
an order.  And if it would be helpful to the Court, I’d be glad15
to tell Mr. Kortanek when we have submitted it.16

THE COURT:  That would be helpful.  And I think he17
would probably appreciate that.  And the Court would, as well.18

Mr. Galardi?19
MR. GALARDI:  Your Honor, I think I’ll -- I’ll wait20

until he files his motion.21
THE COURT:  Okay.  That’s fine.  All right.  Well,22

look, I thank everyone for your patience and your23
participation.  And we’ll stand in recess, I guess, until24
something further develops.  Good evening.25
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MULTIPLE SPEAKERS:  Thank you, Your Honor.1

(Proceedings Adjourn at 8:21 P.M.) 2
3
4

C E R T I F I C A T I O N5
6

I, Karen Hartmann, certify that the foregoing is a7
correct transcript to the best of my ability, from the8
electronic sound recording of the proceedings in the above-9
entitled matter.10

11
 /s/ Karen Hartmann          Date:  August 12, 200612
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