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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
------------------------------------------------------------
In re: : Chapter 11

:
ATARI, INC., et al., : Case No: 13-10176 (JMP)

:
Debtors.1 : (Jointly Administered)

------------------------------------------------------------

ASTON MARTIN LAGONDA LIMITED’S OBJECTION AND RESERVATION OF
RIGHTS TO DEBTORS’ NOTICE OF ATTEMPT TO ASSUME AND

ASSIGN CERTAIN EXECUTORY CONTRACTS

Aston Martin Lagonda Limited (“Aston Martin”), by its attorneys, Honigman Miller

Schwartz and Cohn LLP, files this Objection (this “Objection”) to the Notice of Attempt to

Assume and Assign Certain Executory Contracts [Docket No. 296] (the “Assumption Notice”)

filed by Atari, Inc. (“Atari”) and its affiliates (collectively, the “Debtors”).2 In support of its

Objection, Aston Martin states as follows:

Background

1. On January 21, 2013 (the “Petition Date”), each of the Debtors filed a voluntary

petition for relief under chapter 11 of the Bankruptcy Code. The Debtors continue to operate

1 The Debtors are Atari, Inc., Atari Interactive, Inc., Humongous, Inc., and California U.S. Holdvcings, Inc.

2 Capitalized terms used but not defined herein have the meanings given to them in the Assumption Notice.
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business and manage their properties as debtors in possession pursuant to sections 1107(a) and

1108 of the Bankruptcy Code.

2. By order entered on January 24, 2013, the Debtors’ chapter 11 cases were

consolidated for procedural purposes only and are being jointly administered.

3. On May 22, 2013, the Debtors filed a Sale Motion to, among other things, (i)

establish auction and bid procedures (the “Bid Procedures”) with respect to the sale of

substantially all of their Assets (the “Sale Transaction”); (ii) schedule an auction and sale

hearing; and (iii) approve the sale of the Assets and the assumption and assignment of certain

contracts related thereto free and clear of all liens, claims, encumbrances, and other interests.

4. On June 14, 2013, the Court entered the Bid Procedures Order approving the Bid

Procedures and setting a date for the Sale Hearing. The Sale Hearing is scheduled for July 24,

2013.

5. Prior to the Petition Date, on or about February 10, 2010, Aston Martin and Atari

entered into a Trade Mark License Agreement (the “License”), under which Aston Martin

granted Atari a limited non-exclusive license to use certain Aston Martin trademarks (the

“Marks”) in the development, manufacture and sale of Atari’s video game entitled Test Drive

Unlimited 2. A redacted copy of the License is attached as Exhibit A.

6. Subject to an exception that is not relevant to this Objection, the License provides

that the Atari may not assign, encumber or transfer any of its rights, licenses or obligations under

the License without the prior written approval of Aston Martin. License at §§ 11.9 and 21.4.

7. The License is governed by and to be construed in accordance with the laws of

England, without regard to conflicts-of-law principles. See License § 20.1.
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8. On July 11, 2013, the Debtors’ filed the Assumption Notice seeking, among other

things, authorization to assume and assign certain executory contracts (the “Executory

Contracts”) upon consummation of the Sale Transaction to a successful bidder. The

Assumption Notice identifies the License as an Executory Contract to be assumed and assigned

to a successful bidder at the Auction on Exhibit 1 to the Assumption Notice.

Objection

A. The License Cannot be Assumed or Assigned without Aston Martin’s
Consent

9. Section 365(c) of the Bankruptcy Code prevents the Debtors from assuming or

assigning a contract where “applicable law” excuses the nondebtor party to the contract from

accepting performance from an entity other debtor. See 11 U.S.C. § 365(c)(1)(A) (A debtor may

not assume or assign an executory contract if “applicable law excuses a party, other than the

debtor, to such contract or lease from accepting performance from or rendering performance to

an entity other than the debtor.”); In re Adelphia Commc'ns Corp., 359 B.R. 65, 73-74 (Bankr.

S.D.N.Y. 2007) (holding the section 365(c) of the Bankruptcy Code bars the assignment of

executory contracts if “applicable law” bars assignment).

10. Under Section 365(c), “applicable law” is any nonbanruptcy law applicable to the

contract. See In re XMH Corp., 647 F.3d 690, 695 (7th Cir. 2011) (explaining under section

365(c)(A)(1) “[t]he term ‘applicable law’ means any law applicable to a contract, other than

bankruptcy law.”).

11. The License is governed by the laws of England and the Marks are registered

trademarks in England subject to English law. Under the laws of England, specifically the Trade

Marks Act of 1994 (the “Trade Marks Act”), the owner of registered trademarks has certain

exclusive rights in and to its trademarks. See Trade Marks Act § 9. One of those enumerated
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rights is that a trademark cannot be licensed and, therefore cannot be assigned, without the

owner’s consent. See e.g. id. at § 28(2) (“A licence is not effective unless it is in writing signed

by or on behalf of the grantor.”). As the Trade Mark Act is the “applicable [nonbankruptcy]

law” governing the contract, the Debtors are prohibited from assuming or assigning the License

without the consent of Aston Martin, which Aston Martin has not provided.

12. Even if English law did not apply to the License, which it does, some or all of the

Marks are also federally registered trademarks in the U.S. and, therefore, protected by U.S.

federal trademark law. See, e.g., 15 U.S.C. § 1127 (Lanham Trade-Mark Act).

13. Federal trademark law is “applicable law” under section 365(c) of the Bankruptcy

Code and, in accordance therewith, the License cannot be assumed or assigned without Aston

Martin’s consent. See In re Kazi Foods of Michigan Inc., 473 B.R. 887, 889-90 (Bankr. E.D.

Mich. 2011) (finding federal trademark law to be “applicable law” and holding that trademark

law prohibits the assignment of nonexclusive trademark licenses to a third party without owner’s

consent); In re XMH Corp., 647 F.3d at 695 (“[T]he universal rule is that trademark licenses are

not assignable in the absence of a clause expressly authorizing it.”) (internal citations omitted);

Tap Publications, Inc. v. Chinese Yellow Pages (New York) Inc., 925 F. Supp. 212, 218

(S.D.N.Y. 1996). (“[T]he general rule is that unless the license states otherwise, the licensee's

right to use the licensed [trade] mark is personal and cannot be assigned to another.”) (internal

citations omitted); In re Travelot Co., 286 B.R. 447, 455 (Bankr. S.D. Ga. 2002) (“The grant of a

non-exclusive [trademark] license is ‘an assignment in gross,’ that is, one personal to the

assignee and thus not freely assignable to a third party.”); In re N.C.P. Mktg. Grp., Inc., 337 B.R.

230, 237 (D. Nev. 2005) (“[W]e find that under applicable trademark law, trademarks are

personal and non-assignable without the consent of the licensor.”)
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14. Aston Martin has not agreed to accept performance under the License from any

party other than the Debtor. Accordingly, the License cannot be assumed and assigned by the

Debtor to any third party and Aston Martin objects to the Assumption Notice to the extent it

purports to assume and assign the License to a buyer of Debtors’ Assets.

B. The License Cannot Be Assigned until Atari Provides Adequate Assurance of
Future Performance to Aston Martin

15. Even if the Court determines that the License could be assumed by the Debtors

and assigned to a buyer without Aston Martin’s consent, pursuant to Section 365(f) of the

Bankruptcy Code the Debtors are required to provide adequate assurance of future performance

to Aston Martin in connection with any assignment. See 11 U.S.C. § 365(f)(2)(B) (A debtor

“may assign an executory contract or unexpired lease of the debtor only if . . . adequate assurance

of future performance by the assignee of such contract or lease is provided.”) (emphasis added)

16. As of the filing of this Objection, the identity of the successful bidder, if any, has

not been determined. Therefore, Aston Martin cannot determine whether that unknown party is

capable of performing under the License or providing Aston Martin with adequate assurance of

future performance. Aston Martin reserves its right to a file a further or supplemental objection

based on the identity of the successful bidder and the successful bidder’s ability to provide

adequate assurance of future performance.

C. Reservation of Rights

17. Aston Martin reserves its right to a file a further or supplemental objection to the

Assumption Notice for any reason, including, but not limited to, those reasons set forth in Aston

Martin’s June 24, 2012 letter to Atari.
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Conclusion

WHEREFORE, Aston Martin respectfully requests that the Court enter an order denying

the Debtors’ request to assume and assign the License and granting Aston Martin such other

relief as is just and proper.

Date: July 19, 2013

HONIGMAN MILLER SCHWARTZ AND COHN LLP
Counsel for Aston Martin Lagonda Limited

By: /s/ Joseph R. Sgroi
Joseph R. Sgroi (Michigan Bar # P68666)
2290 First National Building
660 Woodward Avenue
Detroit, MI 48226
Telephone: (313) 465-7570
Facsimile: (313) 465-7571
Email: jsgroi@honigman.com
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EXHIBIT A
LICENSE AGREEMENT

12888751.2
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