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U
ection( 9=<.c/( of( the( Xnited( Vtates(

Fankruptcy( Gode2( 77( X4V4G4( ��( 767(

Yh' gYe. ( .sections( of( which( are( cited(

here(as(�(�(```�/2(sometimes(referred(

to(as(�consent(rights2�(provides(important(limi3

tations(on(assumption(and(assignment(of(cer3

tain(agreements2(including(agreements(for(the(

use(of(intellectual(property4(\et(despite(its(force(

and(increasing(relevance2(this(section(remains(

underused(by(some4

'is( is( worth( considering( because( intel3

lectual( property( agreements2( in( one( form( or(

another2( permeate( the( business( landscape4(

Jrequently2(owners(of(trademarks2(patents2(or(

copyrights( grant(permission( to(others(by( en3

tering( into( license( or( franchise( agreements2(

allowing(use(of( their( intellectual(property( for(

a( fee4(E(so%ware( license(agreement( is(a(good(

example2(because(in(many(instances(the(licen3

sor(holds( a( copyright(on( the( so%ware4(Zhen(

granting( these(and(other( types(of( intellectual(

property(licenses(to(parties(who(then(resort(to(

bankruptcy2(licensors(and(others(are(protected(

to(an(important(degree(under(�(9=<.c/4(Fy(le3

veraging(these(protections2(the(astute(and(ac3

tive(licensor(can(make(the(most(of(a(potentially(

bad(situation4

'rough(�c%9=<.a/(and(.f/2(a(debtor(has(the(

exceptional( power( to( assume( and( assign( ex3

ecutory(contracts(to(third(parties2(even(despite(

language(in(an(agreement(expressly(prohibiting(

assignment4('is(power2(however2(is(not(with3

out(limits2(and(a(licensor(of(intellectual(prop3

erty(has(reason(to(pay(close(attention(when(it(

learns(a(contract(party(has($led(bankruptcy4(E(

licensor(may(have(strong(footing2(for(example2(

to(challenge(a(debtor~s(attempt(to(assume(and(

assign(its(license(agreement(.presumed(here(as(

an( executory( contract/( in( connection( with( a(

ubiquitous(�(9=9(sale4(

Uelying( on( �( 9=<.c/.7/2( an( important(

exception(to(the(general(rule(that(assignments(

are(favored2(the(licensor(may(have(an(argument(

that( the( agreement( is( neither( assumable( nor(

assignable4(Vection(9=<.c/.7/(providesA

'e( trustee(may(not( assume(or( assign( any(

executory( contract( or( unexpired( lease( of( the(

debtor2(whether(or(not(such(contract(or( lease(

prohibits( or( restricts( assignment( of( rights( or(

delegation(of(duties2(ifA(

.7/.E/( applicable( law(excuses(a(party2( other(

than( the( debtor2( to( such( contract( or( lease(

from(accepting(performance(from(or(render3

ing(performance(to(an(entity(other(than(the(

debtor(or(the(debtor( in(possession2(whether(

or(not(such(contract(or(lease(prohibits(or(re3

stricts(assignment(of( rights(or(delegation(of(

dutiesB(and(.F/(such(party(does(not(consent(

to(such(assumption(or(assignment^4_

77(X4V4G4(�(9=<.c/.7/4

Mn(short2( this(means(that(if(the( licensor(.as(

the(non3debtor(party/(does(not(.and(did(not/(

consent( to( assignment2( then(�( 9=<.c/.7/( pre3

cludes(a(debtor(from(assuming(and(assigning(

an(executory(contract(if(�applicable(law�(would(

allow(the(licensor(to(refuse(acceptance(of(per3

formance(from(a(party(other(than(the(debtor4(

Kenerally2(courts(agree(that(laws(protecting(in3

tellectual(property(rights2(including(the(laws(gov3

erning(trademarks2(patents2(and(copyrights2(are(

�applicable(law�(within(the(meaning(in(�(9=<.c/

.7/.E/4(OYY,'Y.[.,'Fb'fY'RU``Ym'JYX]U,'FbW.2(8>@(F4U4(

76<2( 79<( .Fankr4( H4( Hel4( 8668/B( Fb' fY' Dc`XYb'

?cc_g'CUa]`m'Bbhaph,' FbW.2(8=@(F4U4(9662(96>376(

.Fankr4(H4(Hel4(8667/B(N@F'PYW\.'@cfd.'j.'OibhYffU'

@cfd.' )Fb' fY' OibhYffU'@cfd.*2( 9=7(J49d(8<>( .;th(

Gir4(866;/4(Mn(addition2(licensors(of(most(trade3

marks( and(bcb3exclusive( patents( or( copyrights(

are( in( many( cases( allowed( to( refuse( to( accept(

performance(from(a(party(other(than(the(debtor(

under(such(laws4(OYY,'Y.[.,'Fb'fY'Pfiad'Bbhaph(NY-

gcfhg,'FbW.2(<8=(F4U4(77=2(78;(.Fank4(H4(Hel4(867</(

.explaining(that(�federal(trademark(law(generally(

bans(assignment(of(trademark(licenses(absent(the(

licensor~s(consent(because2(in(order(to(ensure(that(

all(products(bearing(its(trademark(are(of(uniform(

quality2( the( identity( of( the( licensee( is( crucially(

important(to(the(licensor�/B(MYf`aUb'j.'@UhUdi`h'

Bbhaph,'FbW.(.Fb'fY'@UhUdi`h'Bbhaph,'FbW.*2(7=<(J49d(

>;>2(><63<7(.@th(Gir4(7@@@/(.concluding(that(�^s_

ince(federal(patent(law(makes(nonexclusive(pat3

ent(licenses(personal(and(nondelegable2(�(9=<.c/

.7/.E/(is(satis$ed�/B(RU``Ym'JYX]U2(8>@(F4U4(at(79<(

.stating(that(�^a_(non3exclusive(license(of(rights(

by(a(copyright(owner(to(another(party(is(not(as3

signable(by(that(party(without(the(permission(of(

the(copyright(holder(under(federal(copyright(law(

since(the(license(represents(only(a(personal(and(

not(a(property(interest(in(the(copyright�/4(Gonse3

quently2(it(is(possible(�(and(perhaps(likely(�(for(

a(licensor(to(thwart(a(debtor~s(attempt(to(assign(an(

agreement(for(the(use(of(a(licensor~s(trademarks(

and(bcb3exclusive(patents(or(copyrights(by(with3

holding(consent(to(the(proposed(assignment4(Mn(

doing(so2(the(licensor(or(franchisor(could(poten3

tially( leverage(�consent( rights�( to2( among(other(

things2(obtain(more(favorable(agreement(terms4(

Pess( clear2( but(more( striking2( is(whether( a(

debtor(who(has( no( plans( to( assign( an( agree3

ment( is( even( permitted( to( assume( it4( 'is(

could( put( a( debtor( in( a( precarious( situation(

upon( entering( bankruptcy2( giving( a( licensor(

�super�(consent(rights4(Gourts(are(divided(on(

this(issue2(generally(adopting(two(di&erent(ap3

proaches(referred(to(as(the(�hypothetical�(and(

�actual�(tests4(

Qany( courts2( including( four( circuit( courts(

of( appeals2( have( adopted( a( �hypothetical( test2�(

concluding(under(this(test(that(a(debtor(may(not(

assume(an(agreement( if( applicable( law(prohib3

its( the(assignment(of( the(agreement(to(a(\mdc-

h\Yh]WU`(third(party4(OYY,'Y.[.,'OibhYffU2(9=7(J49d(at(

8>7B(@UhUdi`h'Bbhaph2(7=<(J49d(at(><73<<B(@]hm'cZ'

GUaYghckb,'PYbb.'j.'GUaYg'@UV`Y'MUfhbYfg,'I.M.')Fb'

fY' GUaYg'@UV`Y'MUfhbYfg,'I.M.*2(8>(J49d(<9;2(<9>(

.77th(Gir4(7@@;/B(Fb'fY'SYgh'B`YWg.'FbW.2(?<8(J48d(

>@2( ?9( .9d(Gir4( 7@??/4(Epplying( this( test( could(

have( signi$cant( results2( as( demonstrated( by(

two(recent(bankruptcy(court(decisions4(Mn(Fb'fY'

Pfiad'BbhYfhU]baYbh(NYgcfhg,'FbW.2(<8=(F4U4(77=(

.Fank4(H4(Hel4(867</2(for(example2(even(though(

the(debtors(had(no(immediate(plans(to(assign(the(

agreement(to(a(third(party2(the(Helaware(bank3

ruptcy( court( concluded( that( the( debtors( were(

prohibited( from(assuming( a( trademark( license(

agreement(allowing(for(the(use(of(the(�Wrump�(

name( and( mark( for( branding( various( casino(

properties2(including(the(Wrump(Waj(Qahal4(Ep3

plying( the(hypothetical( test( .as(adopted(by( the(

'ird(Gircuit/2( the(bankruptcy(court( in(Pfiad(

granted( the( trademark( licensor( relief( from( the(
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automatic(stay(to(continue(an(action(to(terminate(

the(agreement4(OYY'Pfiad2(<8=(F4U4(at(78;4(Vimi3

larly2( in( JcYpg' CfUbW\]gcf,' II@' j.' PUm`cf' FbjYgh.'

MUfhbYfg'FF,'II@')Fb'fY'PUm`cf'FbjYgh.'MUfhbYfg,'FF,'

II@*2(``F4U4(``2(867<(ZP(;6?9?>7(.Fank4(R4H4(

Ka4( Nune( 962( 867</2( the( Keorgia( bankruptcy(

court(applied(the(hypothetical(test(established(in(

the(Ileventh(Gircuit(and(granted(the(franchisor(

of(the(Qoe~s(Vouthwest(Krill�(brand(relief(from(

the( automatic( stay( to( terminate( a( number( of(

franchise(agreements(with(the(debtor4(

'ough(not(addressed(by(the(court2(the(fran3

chisor(in(JcYpg(also(argued(that(because(�(9=<.c/

.7/( applied( to( bar( assumption2( the( franchise(

agreements(terminated(automatically(under(the(

agreements~(�]dgc'ZUWhc'W`UigYg4�(Zhile(�(9=<.e/

.7/( generally( prohibits( a( non3debtor( counter(

party(to(an(executory(contract( from(terminat3

ing(the(contract(under(such(clauses2(this(section(

is(not(without(exception4(Mn(particular2(�(9=<.e/

.8/(�(a(corollary(to(�(9=<.c/(�(provides(that(�(

9=<.e/.7/(does(not(apply(ifA(

.E/.i/( applicable( law( excuses( a( party2( other(

than(the(debtor2(to(such(contract(or(lease(from(

accepting( performance( from( or( rendering(

performance(to(the(trustee(or(to(an(assignee(

of(such(contract(or(lease2(whether(or(not(such(

contract(or(lease(prohibits(or(restricts(assign3

ment(of(rights(or(delegation(of(dutiesB(and(.ii/(

such(party(does(not(consent(to(assumption(or(

assignment^4_(77(X4V4G4(�(9=<.e/.8/.E/4

Eccordingly2( if( the( license( or( franchise( agree3

ment( contains( an( �]dgc' ZUWhc' W`UigY2�( it( may(

in( fact( apply( and( give( a( licensor( a( relatively(

straightforward(path(to(termination4(

Zith(or(without(an(�]dgc'ZUWhc'W`UigY2�(where(

�( 9=<.c/( could( apply( to( bar( an( assignment2(

courts( following( the( �hypothetical�( test( will(

generally(bar(a(debtor~s(assumption(and2(it(fol3

lows2(permit(a(licensor(to(proceed(to(terminate(

the( agreement4( 'is( gives( some( licensors( and(

franchisors(potentially( strong( leverage( in( their(

post3petition( relations( with( a( debtor4( Jor( ex3

ample2(instead(of(waiting(.and(waiting/(to(learn(

whether(or(not(a(debtor(intends(to(assume(or(re3

ject(its(agreement2(a(licensor(or(franchisor(who(

is(able(to(press(the(issue(will(likely(either(force(a(

debtor(to(decide(relatively(quickly(or2(at(the(very(

least2(convince(a(debtor(to(keep(current(on(its(

post3petition(obligations(in(the(meanwhile4(

Sther( courts2( including( two( circuit( courts(

of( appeals( and( a( large( number( of( bankruptcy(

courts2(hold(otherwise2(adopting(an(�actual(test2�(

concluding(under(this(test(that(�(9=<.c/(does(not(

apply(to(bar(assumption(unless(a(debtor(UWhiU``m(

seeks(to(assume(and(assign(the(agreement4(OYY,'

Y.[.,' ?cbbYj]``Y' MckYf' >Xa]b.' j.' J]fUbh' @cfd.'

)Fb'fY'J]fUbh'@cfd.*2(;;6(J49d(89?2(8;>3<7(.<th(

Gir4(866=/B(Fbgh]hih'MUghYif'j.'@UaVf]X[Y'?]chYW\'

@cfd.2(76;(J49d(;?@2(;@9(.7st(Gir4(7@@>/B(gYY'U`gc'

L\]c'O_]``'DUaYg'FbW.2(8676(ZP(8>76<882(at(0;3

0<(.Fank4(R4H4(Shio(Nuly(?2(8676/B(Fb'fY'>XY`d\]U'

@caabpWg'@cfd.2(9<@(F4U4(=<2(>8(.Fank4(V4H4R4\4(

866>/4(Mn(other(words2(under(this(test(�(9=<.c/(

does(not(apply(to(bar(a(debtor(merely(seeking(to(

assume(an(agreementB(the(debtor(must(actually(

seek(to(assign(it(under(this(test4(

Mn( sum2( no( matter( what( test( might( apply2(

parties( to( intellectual( property( agreements(

such( as( licensors( and( franchisors( should( be(

mindful( when( a( contract( party( enters( bank3

ruptcy4( I&ectively( leveraging( �( 9=<( �consent(

rights�(may(ensure(getting(paid(post3petition2(

resolve(uncertainties(regarding(assumption(or(

rejection2(and(provide(a(basis(to(modify(or(ter3

minate(an(agreement4(Mn(any(event2(the(licen3

sor(or(franchisor(likely(stands(to(gain4(


