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QUESTION PRESENTED

Whether a covenant, promise, or agreement not
to sue for the infringement of a federal patent is a
license of that patent as a matter of federal law.
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CORPORATE DISCLOSURE STATEMENT

Pursuant to Rule 29.6 of the Rules of this Court,
petitioners Meso Scale Diagnostics, LLC. and Meso
Scale Technologies, LL.C. state the following:

Meso Scale Technologies, LLC. owns 99% of the
voting interest in Meso Scale Diagnostics, LLC.
Meso Scale Technologies, LLC. has no parent
company. No publicly held company owns 10% or
more of the voting interest in either company.
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Petitioners Meso Scale Diagnostics, LLC. and Meso
Scale Technologies, LLC. respectfully petition the
Court for a writ of certiorari to review the judgment
of the Supreme Court of Delaware.

INTRODUCTION

A patentee (or, as here, an exclusive patent
licensee) who agrees not to sue an actual or potential
infringer thereby grants a nonexclusive license to
that infringer. This Court recognized that principle
in De Forest Radio Telephone & Telegraph Co. v.
United States, 273 U.S. 236 (1927), and the Federal
Circuit has reaffirmed repeatedly, in cases including
TransCore, LP v. Electronic Transaction Consultants
Corp., 563 F.3d 1271 (Fed. Cir. 2009), that federal
law recognizes no difference between a license and a
covenant not to sue. But it has been 90 years since
this Court decided De Forest Radio, and confusion
has crept into this important area of the law. In this
case, the Delaware courts found that petitioner Meso
(the exclusive licensee of federal patents) agreed
not to sue respondent Roche; De Forest Radio
and TransCore should have led to the clear and
unambiguous conclusion that Meso had granted
Roche a license. Instead, those courts held that Meso
did not grant a license to Roche. Their misguided
decisions conflict with controlling precedent of this
Court and present an important question of federal
law that this Court should review.

The question whether there is a difference between
a license and a covenant not to sue has crucial impli-
cations for patent law and licensing practice. Federal
patent licenses receive special treatment under the
law: they are preserved at the licensee’s option dur-
ing bankruptcy, ensure that sales exhaust the licen-
sor’s patent rights, presumptively bind future patent
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owners, trigger the requirement that patented prod-
ucts must be marked to provide notice to potential
infringers, and have tax consequences in the State
where royalties are earned. Any covenant not to sue
should receive the same legal treatment because it is
the same as a license. But, despite the clarity that
De Forest Radio should provide, some authorities —
including the Delaware courts here — have argued
that a covenant not to sue creates a relationship that
1s less than a license because it does not convey a
“grant of rights.” App. 74a. This case presents a
needed opportunity for this Court to clarify that no
such lesser relationship exists under federal law.

In this case, the Delaware courts’ mistaken conclu-
sion that Meso did not grant Roche a license led them
further to conclude that Meso was not a party to a
license agreement between Roche and respondent
IGEN, under which Roche agreed that it would use
certain patented technology only within a strictly
limited field. By going outside that field, as it has
since 2007, Roche placed itself in direct competition
with Meso and caused great harm to Meso’s business.
Meso therefore sought to enforce the field restrictions
in the license agreement against Roche, as the
agreement permitted it to do. Because, however,
they thought that Meso had not granted Roche a
license (but had merely agreed not to sue Roche
for otherwise infringing activities), the courts below
accepted Roche’s position and held that Meso had no
right to enforce the terms of the license agreement.
This Court should grant review to resolve the
important federal question at the core of this case
and confirm that Meso granted a license to Roche —
from which it will follow that Meso is a party to
the licensing agreement and can hold Roche to its
bargain.
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OPINIONS BELOW

The order of the Supreme Court of Delaware
affirming the Court of Chancery (App. 1a-2a) is not
reported, but the judgment is noted at 116 A.3d 1244
(table). The memorandum opinion of the Court of
Chancery (App. 3a-80a) is not reported.

JURISDICTION

The Supreme Court of Delaware entered its
judgment on June 18, 2015. On September 9, 2015,
Justice Alito extended the time within which to file
a petition for a writ of certiorari to and including
October 16, 2015. App. 8la. The jurisdiction of this
Court 1s invoked under 28 U.S.C. § 1257(a).

STATEMENT

1. This case arises from a dispute over a license
to the patent rights to sell and offer to sell electro-
chemiluminescence (“ECL”) technology to customers
who in turn use it to conduct medical research. The
ECL technology at issue is a sensitive and precise
means for detecting and measuring the presence of
proteins in biological samples using electricity, chem-
istry, and light. ECL technology has applications in
medicine and medical research, including human
patient diagnosis and monitoring and drug research
and development; other uses include biodefense,
veterinary medicine, and environmental monitoring.
Meso! develops, manufactures, and sells products that
use ECL technology primarily for medical research
settings.

I For simplicity, this petition uses “Meso” to refer collectively
to petitioners Meso Scale Diagnostics, LLC. and Meso Scale
Technologies, LLC.; “IGEN” to refer to respondent IGEN Inter-
national, Inc.; “BioVeris” to refer to respondent BioVeris Corp.;
and “Roche” to refer collectively to Roche Diagnostics GmbH
and all other respondents.
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Meso has been in the ECL business since 1995. At
that time, it obtained an exclusive license (the “1995
License”) to certain intellectual property rights,
including patent rights, from IGEN, the owner of the
relevant patents. App. 5a-7a. The 1995 License gave
Meso several broad categories of exclusive rights
in ECL. Where Meso’s rights overlapped with those
of pre-existing licensees, the existing licenses were
preserved. If an existing license terminated or
became nonexclusive, Meso’s own rights would
automatically expand to fill the gap, through a part
of the contract referred to as its “springing rights”
provision. App. 7a. Relying on the 1995 License,
Meso made substantial investments of time, effort,
and money in developing ECL technology.

Respondent Roche is also in the ECL business. In
1992, Roche’s predecessor, Boehringer Mannheim
GmbH (“Boehringer”), obtained a license (the “1992
License”) from IGEN to use ECL technology for
certain diagnostic testing purposes; but Boehringer
promised not to use the technology outside those
areas. App. 6a. In 1997, IGEN sued Boehringer,
alleging (among other things) that Boehringer had
breached that promise; in 2002, IGEN obtained a
jury verdict for a total of $505.4 million and a ruling
that it had the right to terminate Boehringer’s
license (now owned by Roche). App. 7a-9a. The
Fourth Circuit reversed some liability and damages
rulings but affirmed the breach-of-contract finding
and IGEN’s right to terminate Roche’s license. See
IGEN 1Int’l, Inc. v. Roche Diagnostics GmbH, 335
F.3d 303, 308 (4th Cir. 2003).

On July 9, 2003, IGEN confirmed that the 1992
License was terminated. App. 18a. As a result,
Roche lost its right to use ECL technology even
within the previously authorized field of medical
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diagnostics, which its CEO estimated could cost it
“CHF 2.5 to 3 billion” (at the time, about $2 billion)
in business. Appellants’ Del. Sup. Ct. App. 266 (filed
Sept. 8, 2014). Roche’s loss of the 1992 License
also triggered Meso’s springing rights under the
1995 License.

2. On July 24, 2003, representatives of Roche,
IGEN, and Meso executed several agreements.
Roche acquired IGEN for more than $1 billion,
merging it into a Roche subsidiary. App. 25a.
IGEN’s existing business operations and intellectual
property rights were spun off to a new publicly
traded company, BioVeris. Id. As the centerpiece of
the transaction, Roche received a new, nonexclusive
license to use ECL technology within a limited,
defined “Field” — essentially, for purposes of medical
diagnosis of specific patients, but not research. App.
26a-27a & n.83; see Appellants’ Del. Sup. Ct. App.
337-402 (“License Agreement”). The section of the
License Agreement that granted Roche its license
(Section 2, entitled “Grant and Scope of Licenses”)
also contained affirmative covenants and promises
under which Roche was required to remain within its
Field. Roche promised that it would “market and sell
[ECL] Products” only to customers whom it “reason-
ably believe[d]” would use those products “solely in
the Field”; and would “not, under any circumstances,
actively advertise or market [ECL] Products” for
out-of-Field use. Id. at 345-46.

The preamble of the License Agreement identified
Roche and IGEN as “Parties.” App. 26a. Meso was
not listed in the preamble, but signed a page entitled
“Consent By Meso Scale Diagnostics, LLC. [and]
Meso Scale Technologies, LLC.” App. 28a. On that
page, Meso “‘consent[ed] to the foregoing License
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Agreement’ ... and ... ‘consent[ed] to and join[ed] in
the licenses granted to [Roche] and its Affiliates in
the License Agreement.”” Appellants’ Del. Sup. Ct.
App. 363. Meso also “represent[ed] and warrant[ed]
that neither [MSD nor MST] ha[d] licensed, assigned
or otherwise disposed of any rights ... in the
Licensed ECL Technology” and “agree[d] to indem-
nify” Roche if those representations and warranties
were breached. Id. The language under which Meso
“consent[ed] to” and “join[ed] in the licenses granted”
was 1ncluded at Roche’s specific insistence when
the License Agreement was negotiated. App. 10a,
15a-18a.

3. In 2005, a new dispute emerged between
BioVeris (as IGEN’s successor) and Roche. BioVeris
learned that Roche had been selling to customers
who were using their ECL products outside its
contractual Field. App. 29a. From 2005 to 2007,
Roche and BioVeris hotly contested the amount of
sales; meanwhile, Roche negotiated with BioVeris
to expand its Field. App. 30a-31a. Both Roche and
BioVeris also unsuccessfully sought Meso’s agree-
ment to “consent” and “join in” an expanded license.
Appellants’ Del. Sup. Ct. App. 416, 421, 430-33.

On April 4, 2007, Roche announced that it had
agreed to acquire BioVeris for $599 million and
would begin selling ECL products without regard to
the Field restrictions. App. 32a-33a. The transac-
tion closed on June 26, 2007. App. 33a. Roche then
closed BioVeris as an operating business; declared
that it would “compete in the marketplace [with
Meso] using ECL technology,” Appellants’ Del. Sup.
Ct. App. 467; and has done so ever since. Meso did
not agree to the transaction or to any modification of
the License Agreement, and it objected vigorously to
Roche’s new out-of-Field marketing and sales. App.
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33a-34a. After unsuccessfully attempting to resolve
its dispute with Roche through negotiation, Meso
brought this action.

4. On dJune 22, 2010, Meso filed a verified com-
plaint in the Delaware Court of Chancery seeking to
enforce Roche’s promises and covenants not to sell,
advertise, or market ECL technology in the Field.2
Throughout the proceedings in the Court of Chan-
cery, Roche did not dispute that it was selling, adver-
tising, and marketing ECL technology without regard
to the Field limitations. Instead, it argued that Meso
had not granted Roche a license but had merely
consented to a license granted by IGEN; that Meso
was therefore not a party to the License Agreement;
and that Meso accordingly had no right to enforce
Roche’s obligations under that Agreement. See, e.g.,
App. 4a. Meso responded that Roche had wanted
and obtained a license of Meso’s own rights as an ex-
clusive licensee of the IGEN patents to prevent Meso
from suing Roche for in-Field use of ECL technology.

The Court of Chancery denied Roche’s initial
motion to dismiss. Meso then invoked an arbitration
provision of the License Agreement, and an arbitra-
tion panel was constituted, but the panel found that
it lacked jurisdiction over the parties’ dispute and
returned the case to the Court of Chancery without
reaching its merits.3 After discovery, the Court of

2 Meso also alleged that Roche’s acquisition of BioVeris with-
out Meso’s consent or agreement breached an anti-assignment
clause in another agreement between the parties. The Court of
Chancery granted summary judgment to Roche on that claim.
Meso did not appeal that ruling.

3 In doing so, the panel concluded that it lacked jurisdiction
because Meso was not a party to the arbitration provision of the
License Agreement. The panel based that conclusion on the
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Chancery denied summary judgment as to Meso’s
claims arising from the License Agreement. In doing
so, it found that the language of the License Agree-
ment was ambiguous “as to whether Meso joined into
the entire article granting the licenses” — which,
consistent with Meso’s position, would include
Roche’s affirmative covenants — “or just the granting
provisions” — as Roche had argued. Meso Scale
Diagnostics, LLC v. Roche Diagnostics GmbH, 62
A.3d 62, 93 (Del. Ch. 2013).

In February 2013, the case proceeded to a bench
trial, and the parties submitted pre- and post-trial
briefs. Meso contended that Roche had added the
“join in” language to the License Agreement in order
to obtain a license from Meso of Meso’s own intellec-
tual property rights that would prevent Meso from
challenging Roche’s use of ECL technology within the
scope of its authorized Field. To support its argu-
ment that Roche had sought and obtained a license
from Meso, Meso pointed to federal cases that
defined a patent license as a promise or covenant
not to sue — including, among other authorities, De
Forest Radio Telephone & Telegraph Co. v. United
States, 273 U.S. 236 (1927), and TransCore, LP v.
Electronic Transaction Consultants Corp., 563 F.3d
1271 (Fed. Cir. 2009)¢ — combined with evidence
showing that Roche had sought and obtained such a
promise from Meso. Meso further contended that the
terms and conditions of Roche’s license were in the

particular language of the arbitration provisions, stating that
its decision was “not intended to resolve or reflect upon the
merits of [Meso’s] claims as they may be presented in a court.”
Appellants’ Del. Sup. Ct. App. 602.

4 See Pls.” Pre-Trial Br. 8-9, 12 (Del. Ch. filed Feb. 19, 2013);
Pls.” Post-Trial Br. 32 (Del. Ch. filed Apr. 26, 2013).
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License Agreement and that there was no reasonable
way to read that Agreement that did not include
at least Article 2 (and thus Roche’s affirmative
covenants) within the license grant Meso joined.

5. On dJune 25, 2014, the Court of Chancery
found in favor of Roche. The court accepted Roche’s
argument that Meso merely consented to IGEN’s
grant of a license without granting any license of
its own. In doing so, the court never addressed
TransCore or other cases defining a license of federal
patent rights as a promise or covenant not to sue
under those rights. The court began by finding that
Meso “did not §oin in’ the License Agreement in its
entirety” based on the terms of the agreement and
on the earlier arbitration ruling. App. 39a-41a. It
further rejected Meso’s argument that “it is, as a
matter of law, a party to at least Article 2 of the
License Agreement.” App. 43a-44a. It found that
“the relevant language of the License Agreement
[was] ambiguous” and that the use of the phrase
“9oin in the licenses granted’” was not controlling.
App. 42a-47a.

Based on its conclusion that the language of the
contract was ambiguous, the court turned to the
parol evidence. It acknowledged (as Meso had stressed
at trial) that, in the “negotiations leading up to
the 2003 transaction,” Roche faced considerable
“uncertainty” about the scope of Meso’s rights due to
their “amorphous scope” and “the relatively inexact
nature of Meso’s ‘springing rights’” under the 1995
License. App. 48a-49a. Nevertheless, the court
concluded that Meso had failed to show that Roche
wanted to obtain a license from Meso. Instead, it
found that “the most reasonable interpretation of the
phrase join in the licenses granted’ ... is that it was
something more than a simple consent, but less than



10

making Meso a party to the License Agreement or to
Article 2,” and was intended “to emphasize Meso’s
consent to the license that IGEN was granting to
Roche.” App. 73a-74a. It construed the language
to enable Roche to “secure ... protection it wanted
from Meso’s ability to challenge its use of the ECL
Technology in the Field without actually receiving a
grant of rights from Meso or making it a party to the
License Agreement.” App. 76a.5

6. Meso appealed to the Supreme Court of Dela-
ware. Before that court, Meso pressed the argument
that — based on the definition of a patent license set
forth in TransCore and other federal cases, and
based on the trial court’s finding that Roche had
intended to and did obtain an enforceable protection
from any patent suit by Meso — Roche had sought
and obtained a license from Meso, and that the trial
court accordingly should have construed the terms
of that license rather than accepting Roche’s legally
erroneous position that there had been no license at
all.6 The state supreme court did not address that
argument; it issued an unpublished order affirming
“on the basis of and for the reasons assigned by the
Court of Chancery.” App. 1a-2a. Meso now seeks
review of that final judgment.

5 In a footnote, the Court of Chancery stated that, “at most,
Meso granted Roche something analogous to a ‘quitclaim’
license,” which it described as a “unilateral grant of rights.”
App. 79a n.197 (citing Fenn v. Yale Univ., 283 F. Supp. 2d 615,
638-39 (D. Conn. 2003)). In doing so, the trial court relied on
the erroneous premise that Meso had not “ma[de] any represen-
tations [to Roche] as to what rights it actually had.” Id. In fact,
Meso made representations concerning such rights and obligat-
ed itself to indemnify Roche if those representations were
untrue. Appellants’ Del. Sup. Ct. App. 353-54.

6 Appellants’ Opening Br. 21-22 (Del. filed Sept. 8, 2014).
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REASONS FOR GRANTING THE PETITION

The state courts in this case departed from
longstanding precedent of this Court and the Federal
Circuit. Under that precedent — embodied in cases
such as De Forest Radio Telephone & Telegraph Co.
v. United States, 273 U.S. 236, 242 (1927), and
TransCore, LP v. Electronic Transaction Consultants
Corp., 563 F.3d 1271 (Fed. Cir. 2009) — a promise or
covenant not to sue under a federal patent is a
license of that patent. Applied here, that principle
should have compelled the courts below to conclude
that Meso had granted a license to Roche. Those
courts should then have gone on to construe the
parties’ rights in light of the terms of the license
agreement that defined the contours of the license
under which Roche was operating. By instead reach-
ing the anomalous conclusion that this case involved
something “more than a simple consent, but less
than” a license, App. 73a, the courts below decided
this case in conflict with decisions of this Court and
the Federal Circuit.

The question whether, as a matter of federal law,
there is any difference between a license of federal
patent rights and a covenant not to sue under those
rights is an important one that warrants this Court’s
review. Covenants not to sue are widespread in the
patent context, including as a means of terminating
patent litigation. If (as the courts below found here)
a covenant not to sue is not the same thing as a
license, the answers to numerous important questions
become unclear. Licenses receive special statutory
protection when a licensor goes into bankruptcy; does
the same rule apply to covenants not to sue? Licenses
presumptively bind future owners of the same patent;
do covenants not to sue? Purchasers of licensed goods
are protected by the doctrine of patent exhaustion;
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1s the same true of sales made under a covenant not
to sue? Express licenses can, under certain circum-
stances, convey implied licenses to the licensor’s
other patents; do covenants not to sue have the same
implied effect? Licensed products must be marked
when sold, to give potential infringers notice of
patent rights; must products subject to a covenant
not to sue be marked? Royalties under a license are
taxable in the State where the licensed property
1s used; what about royalties under a covenant not
to sue?

The rule that a covenant not to sue is a license
should answer each of these questions in a straight-
forward way. If it somehow does not, then parties
entering into covenants about patent rights should at
least be aware of the need to address such matters
when they draft their agreements. Review by this
Court 1s needed to provide vital clarity about the
legal effect of a promise by a patent owner or exclu-
sive licensee not to sue for infringement.

I. The Decisions Below Depart from Federal
Precedent Under Which a Covenant Not To
Sue Is a License

A. The Decisions Below Conflict with the
Decision of this Court in De Forest Radio

This Court has held that a nonexclusive (or “bare”)
patent license is equivalent to a covenant not to
sue the licensee. In De Forest Radio, this Court
construed a letter contract between AT&T and the
United States stating that AT&T “would not do any-
thing to interfere with the immediate manufacture”
of certain “vacuum tubes or audions” by the United
States during wartime, subject to a provision that
AT&T’s patent claims would be “reserved and later
investigated, adjusted, and settled by the United
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States.” 273 U.S. at 237, 239 (internal quotation
marks omitted). AT&T itself had a right to license
the audions based on its agreement with De Forest
Radio, so the question presented to this Court was
whether AT&T had in fact granted a license to the
United States (in which case the United States had
not infringed De Forest Radio’s patent). See id. at 240.

In answering that question, this Court held that
“[a]lny language used by the owner of the patent ...
from which [an]other may properly infer that the
owner consents” to the other’s making, use, or sale of
the patented invention, and “upon which the other
acts, constitutes a license, and a defense to an action
for a tort.” Id. at 241. The Court reaffirmed its
earlier holding in Henry v. A.B. Dick Co., 224 U.S. 1
(1912), overruled on other grounds by Motion Picture
Patents Co. v. Universal Film Mfg. Co., 243 U.S. 502,
518 (1917), that “‘a license ... [is] a mere waiver
of the right to sue by the patentee,’” so that any
agreement not to sue grants a license as a matter of
law. 273 U.S. at 242 (quoting Henry, 224 U.S. at 24).
Accordingly, AT&T’s rights against the United States
were contractual in nature and defined by the terms
of the letter agreement. See id. at 241-42.

De Forest Radio compels the conclusion that —
based on the facts as the Court of Chancery found
them — Meso granted a license to Roche. That court’s
finding that Roche intended to and did obtain from
Meso “something more than a simple consent,” in
order to “secure . .. protection . .. from Meso’s ability
to challenge [Roche’s] use of the ECL Technology
in the Field,” App. 73a, 76a, describes a license as
this Court has defined it: the use of language from
which a potential infringer may “properly infer ...
consent[]” to the use of a patented invention, so as to
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provide a “defense to an action for a tort.” De Forest
Radio, 273 U.S. at 241. Accordingly, the courts
below should have held that Meso and Roche stood in
the relationship of licensor and licensee and that the
License Agreement that defined the scope of Roche’s
license was — like AT&T’s letter in De Forest Radio —
the relevant instrument for determining the parties’
respective rights.

Other decisions of this Court confirm that forward-
looking releases, consents, and covenants not to sue
are all licenses by different names. For example, in
Aro Manufacturing Co. v. Convertible Top Replace-
ment Co., 377 U.S. 476 (1964), the Court concluded
that an agreement “releas[ing]” another party from
future liability constituted a license, noting that the
“proper label is less important than” the substance of
the agreement, id. at 493, 497-98 & n.13; and, in
General Talking Pictures Corp. v. Western Electric
Co., 304 U.S. 175 (1938), the Court reaffirmed the
rule equating a “‘waiver of the right to sue’” with a
“nonexclusive license,” id. at 181 (quoting De Forest
Radio, 273 U.S. at 242), and applied it to a license
that (like the one here) was limited to use of the
patented invention within a certain field.

B. The Decisions Below Conflict with Deci-
sions of the Federal Circuit in TransCore
and Other Cases

Many federal appellate decisions, including recent
ones, have likewise recognized that a covenant not to
sue and a nonexclusive license are — so far as federal
patent rights are concerned — one and the same.

TransCore provides a compelling example. That
case involved a settlement agreement through which
a patent owner (TransCore) had granted to a third
party (Mark IV) an “unconditional covenant not to
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sue” on the patents-in-suit, combined with a “release
of all existing claims.” 563 F.3d at 1273. After the
settlement was reached, Mark IV sold technology
covered by the covenant to the defendant (ETC).
TransCore sued ETC for infringement, and ETC
raised the covenant not to sue as one of its defenses.
Id. at 1273-74. TransCore claimed that the sale by
Mark IV to ETC was not “authorized” by the terms of
the covenant and release — relying on the fact that its
agreement with Mark IV was styled as a covenant
not to sue, not as a license. Id. at 1274.

The Federal Circuit disagreed, relying on De Forest
Radio and other authorities to hold that “a non-
exclusive patent license is equivalent to a covenant
not to sue,” id. at 1275, and thus any covenant not to
sue 1s a license governed by its terms and conditions.
It went on to explain that the difference between a
covenant not to sue and a license “is only one of form,
not substance — both are properly viewed as ‘authori-
zations.”” Id. at 1276. Accordingly, the Federal Cir-
cuit looked at the terms of the covenant and release
(as it would do with any other license), found that
those terms clearly authorized the sale at issue,
and accordingly concluded that, under the doctrine of
patent exhaustion, TransCore could not pursue ETC
for patent infringement.

The decisions below cannot be reconciled with
TransCore. Like the unsuccessful patent owner in
that case, the Delaware courts attempted to draw a
formal distinction between an agreement not to sue
and a license, arguing that the former is not a “grant
of rights,” App. 76a, and therefore that it has less
legal significance. Had those courts followed
TransCore, they would have rejected that argument
and applied the principle that all agreements not to
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sue are licenses; the differences in parties’ rights
arise from the substantive terms of those licenses,
not from the labels that a party or a court may attach
to them.

TransCore is far from the only case in which the
Federal Circuit has applied the principle that this
Court recognized in De Forest Radio. See, e.g., U.S.
Philips Corp. v. ITC, 424 F.3d 1179, 1189 (Fed. Cir.
2005) (“A nonexclusive patent license is simply a
promise not to sue for infringement.”); Metabolite
Labs., Inc. v. Laboratory Corp. of Am. Holdings, 370
F.3d 1354, 1369 (Fed. Cir. 2004) (“[A] license is, in
essence, a licensor’s covenant not to sue the licen-
see.”); Hilgraeve Corp. v. Symantec Corp., 265 F.3d
1336, 1346 (Fed. Cir. 2001) (“This court has stated
that ‘licenses are considered as nothing more than a
promise by the licensor not to sue the licensee.””)
(quoting Jim Arnold Corp. v. Hydrotech Sys., Inc.,
109 F.3d 1567, 1577 (Fed. Cir. 1997)); see also
TransCore, 563 F.3d at 1276 (collecting additional
cases). In those cases, the Federal Circuit has found
that this principle sheds light on diverse areas of
patent law, including patent misuse, see U.S. Philips,
424 F.3d at 1189; the availability of declaratory
judgments, see Metabolite Labs., 370 F.3d at 1369;
and federal jurisdiction over a suit to enforce a
licensed patent, see Jim Arnold, 109 F.3d at 1577.

Other decisions of federal courts of appeals have
likewise applied the principle in a variety of contexts.
See Lulirama Ltd. v. Axcess Broad. Servs., Inc.,
128 F.3d 872, 882 (5th Cir. 1997) (“[A] non-
exclusive license supported by consideration is a
contract. . .. [I]t is, in legal contemplation, merely an
agreement not to sue the licensee for infringement.”)
(internal quotation marks omitted); Jacob Maxwell,
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Inc. v. Veeck, 110 F.3d 749, 753 (11th Cir. 1997)
(holding that an oral promise not to sue constitutes a
nonexclusive license); In re CFLC, Inc., 89 F.3d 673,
677 (9th Cir. 1996) (reasoning that a license is an
executory contract for bankruptcy purposes because
it obligates the licensor to “continue to refrain from
suing [the licensee] for infringement,” and citing
De Forest Radio); Harris v. Emus Records Corp., 734
F.2d 1329, 1334 (9th Cir. 1984) (“Under patent law, a
license has been characterized as an agreement not
to sue the licensee for infringement.”); United States
v. Studiengesellschaft Kohle, m.b.H., 670 F.2d 1122,
1127 (D.C. Cir. 1981) (“A license is an agreement by
the patentee, usually for a consideration, not to sue
the licensee of the patent for infringement of the
patent. . .. Frequently, a patentee grants licenses on
certain conditions, in addition to the requirement
that the licensee pay royalties.”); Western Elec. Co. v.
Pacent Reproducer Corp., 42 F.2d 116, 118 (2d Cir.
1930) (in construing an exclusive license, explaining
that a nonexclusive license “means only leave to do a
thing which the licensor would otherwise have a
right to prevent”); see also In re Spansion, Inc., 507
F. App’x 125, 128-29 (3d Cir. 2012) (holding that a
“promise not to sue” granted by a bankrupt patent
owner was protected by 11 U.S.C. § 365(n) because
it was equivalent to a patent license). Those cases
underscore the degree to which the federal rule is
well settled, the frequency with which it is invoked,
and the significance of decisions casting doubt on
that rule.
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II. The Question Presented Is Important and
Warrants Review

As this Court 1s well aware, patent law 1s an
area of great and growing importance; the number
of patents in force issued by the United States
increased by 46% between 2004 and 2013.7 Recog-
nizing that importance, this Court has reviewed
an increasing number of cases raising patent issues
in recent Terms.® Most have involved actions for
patent infringement that arise directly under federal
statute; but, as this case illustrates, important ques-
tions of patent law also arise in the interpretation
and application of contracts that grant and define the
scope of patent licenses. See Lear, Inc. v. Adkins, 395
U.S. 653, 673 (1969) (explaining that “the aims of
federal patent policy” prevail over any “inconsistent”
rule otherwise applicable to private contracts).

Licensing of patents and other intellectual property
1s a large part of the world economy, accounting for
hundreds of billions of dollars globally each year.?

7 See World Intellectual Property Organization, Statistical
Country Profiles: United States of America, http://www.wipo.
int/ipstats/en/statistics/country_profile/profile.jsp?code=US (last
visited Oct. 13, 2015).

8 See Dennis Crouch, Supreme Court Patent Cases Per
Decade, Patently-O, July 30, 2014, http://patentlyo.com/patent/
2014/07/supreme-patent-decade.html. From 1980 until 2009,
the Court issued opinions in 26 patent cases. Id. In just the
last decade, the Court has issued opinions in 23 patent cases.
See Dennis Crouch, Most Cited Supreme Court Patent Decisions
(2005-2015), Patently-O, Mar. 11, 2015, http://patentlyo.com/
patent/2015/03/supreme-court-cases.html.

9 See World Intellectual Property Organization, World Intel-
lectual Property Report: The Changing Face of Innovation 9 &
fig. 3 (2011), http://www.wipo.int/edocs/pubdocs/en/intproperty/
944/wipo_pub_944_2011.pdf (showing “accelerat[ing]” growth
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From the perspective of a patent owner or an accused
infringer, the contours of license rights can be just as
important as the underlying patent rights that are
licensed. For that reason, courts have often looked to
federal law and federal policy in construing patent
licenses. See, e.g., In re CFLC, 89 F.3d at 679 (hold-
ing that “federal law governs the assignability of
patent licenses because of the conflict between
federal patent policy and state laws” on the subject).
Further, because an action to enforce the terms and
conditions of a patent license may not be jurisdic-
tionally available in federal district court, review by
this Court is especially important to ensure that
state courts respect applicable rules of federal law
and to avoid confusion and ensure clarity about those
rules. As the number of extant patent licenses
continues to grow, that need becomes more acute.

Covenants not to sue are especially important after
Already, LLC v. Nike, Inc., 133 S. Ct. 721 (2013).
Already held that a holder of intellectual property
rights (there, a trademark) can, by granting even a
unilateral covenant not to sue, end any case or
controversy with a potential infringer of those rights
— and therefore divest the federal courts of subject-
matter jurisdiction over an invalidity challenge.
See id. at 732. Under De Forest Radio, a unilateral
covenant not to sue under a patent is a federal
patent license, subject to the numerous rules that
govern such licenses. Under the misguided approach
taken by the state courts in this case, it would not
be a license: because it would be an “agree[ment] to
accept [the] use” of the patent without any additional
intent to convey a “grant of rights” under that

over time in international royalty and licensing payments and
receipts, with “approximately USD 180 billion in 2009”).
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patent. App. 74a. Parties who grant and receive
such covenants should know which rule applies.

More generally, the legal effects of a license under
a federal patent — and, specifically, the rule that
an agreement not to sue a potential infringer for
making, using, or selling a patented invention grants
a license for purposes of federal law — are key parts
of federal patent policy. If, as this Court held in
De Forest Radio, any agreement not to sue a poten-
tial infringer is a license, then the analysis of many
important questions that arise under federal law i1s
simplified considerably. But if that holding is subject
to some unstated reservation, or somehow 1s no
longer good law — as the Delaware courts appear to
have concluded in this case — and there are some
covenants not to sue that do not rise to the level of
granting a license, it 1s important that the nature
and characteristics of such novel, lesser covenants be
clear. Otherwise, the parties to covenants will be
unsure of the rights they are granting and receiving.

Important federal questions that may arise con-
cerning whether a patent-holder or exclusive licensee
has granted a license to a potential infringer, and
that may therefore be influenced by the question pre-
sented for review in this case, include the following:

Treatment of licenses in bankruptcy. The
trustee for a debtor in bankruptcy generally has the
right to “assume or reject any executory contract . . .
of the debtor.” 11 U.S.C. § 365(a). A “licensee” under
a contract “under which the debtor is a licensor of a
right to intellectual property” has a special ability
to “retain its rights” despite rejection that may
“includ[e] a right to enforce any exclusivity provision
of such contract.” Id. § 365(n)(1). Courts have
observed that § 365(n) was enacted to overcome a
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“perceived ... chilling effect on intellectual property
licensing” because such licenses could be rejected at
the debtor’s option alone. In re Gucci, 126 F.3d 380,
393 (2d Cir. 1997).

The decision below, however, calls into question
whether a covenant not to sue receives similar
protection, and therefore suggests that Congress’s
attempt to avoid such a chilling effect may be less
effective than previously believed. In re Spansion, a
recent Third Circuit case, illustrates the problem:
Spansion sued Apple and others for patent infringe-
ment; three months later, the parties agreed by letter
to settle. 507 F. App’x at 126. As part of the settle-
ment, Spansion granted Apple a covenant not to sue.
Id. A mere three weeks later, Spansion filed a volun-
tary bankruptcy petition and sought to reject the
letter agreement as an executory contract. The
bankruptcy court initially ordered the covenant not
to sue terminated; but Apple intervened, the district
court reversed, and the Third Circuit affirmed —
following De Forest Radio and TransCore to hold
that Spansion’s covenant amounted to a license, and
so Apple’s rights were protected by § 365(n). Id. at
126-27, 128.

If the Third Circuit had adopted the same view
as the Delaware courts did in this case, Apple could
not have succeeded in establishing that Spansion’s
covenant not to sue was a license; and, if litigants in
Apple’s position are uncertain about whether a cove-
nant not to sue them will survive the bankruptcy of
the patent-holder, they will be less likely to negotiate
and accept such covenants — the sort of chilling effect
that Congress intended § 365(n) to avert. Thus, in
bankruptcy as in other contexts, the equivalence of
licenses and covenants not to sue i1s an important
feature of the federal patent licensing scheme.
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Patent exhaustion. Similar problems with treat-
ing covenants not to sue differently from licenses
arise in the context of patent exhaustion. Typically,
that doctrine acts “to limit the patent rights that
survive the initial authorized sale of a patented
item.” Quanta Computer, Inc. v. LG Elecs., Inc., 553
U.S. 617, 621 (2008). So long as a license authorizes
the licensee to sell the patented item, any purchaser
is protected from suit by the doctrine. See id. at 625
(“The longstanding doctrine of patent exhaustion
provides that the initial authorized sale of a patented
item terminates all patent rights to that item.”).

The Federal Circuit held in TransCore that the
same exhaustion rule applies when a patentee grants
a covenant not to sue — based, crucially, on this
Court’s holding from De Forest Radio that federal
law recognizes no difference between a license and a
covenant not to sue. That holding gives substantial
protection from patent litigation to those who deal
with the beneficiaries of covenants not to sue. If],
however, the courts below are correct that a covenant
not to sue can be distinguished from a license — and
that such a covenant does not constitute a “grant of
rights” as a license would, App. 76a — it is by no
means clear that the Federal Circuit correctly decided
TransCore. The beneficiary of a covenant not to sue
would accordingly not be sure whether its customers
will enjoy the benefit of the covenant’s protection.
See, e.g., Sharper Image Corp. v. Honeywell Int’l, Inc.,
Nos. C 02-4860 CW & C 04-0529 CW, 2005 WL
2176903, at *2 (N.D. Cal. Aug. 31, 2005) (considering
but not deciding whether covenant not to sue did not
protect purchasers).

Implied licenses. Another problem addressed by
TransCore concerns whether the grant of a license in
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the form of a covenant not to sue conveys an implied
license of other patents owned or later acquired
by the licensor. 7TransCore held that an express
covenant not to sue does convey implied licenses of
any other patents that are “necessary to practice” the
patented invention, even though they are acquired
after the patent subject to the express covenant. 563
F.3d at 1278-79; see also General Protecht Grp., Inc.
v. Leviton Mfg. Co., 651 F.3d 1355, 1360-62 (Fed. Cir.
2011) (applying TransCore to a similar situation
involving a covenant not to sue). Again, the Federal
Circuit’s reasoning turned on its recognition that a
covenant not to sue was the “license[] ... [of] a
definable property right for valuable consideration,”
TransCore, 563 F.3d at 1279 (internal quotation
marks omitted); if there are covenants not to sue that
are not themselves licenses, it i1s unclear how (and
whether at all) this additional implied-license rule
should apply to them.

A concrete example of confusion on a similar issue
1s provided by Advanced Cell Technology, Inc. v.
Infigen, Inc., No. 010376C, 2002 WL 31421671
(Mass. Super. Ct. June 18, 2002), in which a state
court found that an agreement that was by its terms
a “non-exclusive . . . license” gave the licensee a broad
interest in the licensor’s future patents because it
was more than a “covenant not to sue,” admonishing
the licensor that, if it had “truly intended to negoti-
ate a covenant not to sue, it [had] failed miserably.”
Id. at *3, *6. But, in light of De Forest Radio and
TransCore, the licensor had not failed; it had used
words that created a license, which was a covenant
not to sue. The state court’s failure to grasp this
point shows that the spurious distinction drawn by
the courts below is recognized outside Delaware.
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Obligations of future patent owners. Typically,
absent express terms to the contrary, patent licenses
bind future owners of the patent as well as present
ones. See, e.g., American Dirigold Corp. v. Dirigold
Metals Corp., 125 F.2d 446, 452 (6th Cir. 1942) (“any
person acquiring by assignment or license an interest
in [a patented] invention ... takes title subject to
prior assignments or licenses of which the assignee
must inform himself as best he can and at his own
risk”). As with the special protection that licenses
receive in bankruptcy, this default rule is important
because 1t provides predictability and avoids un-
intended consequences. The federal courts have
generally assumed that covenants not to sue also
apply to successors in interest to the parties. See
GTE Wireless, Inc. v. Cellexis Int’l, Inc., 341 F.3d 1,
2-3 (1st Cir. 2003) (holding explicitly that affiliates
were protected by a covenant not to sue; assuming
without discussion that patent assignee was bound
by the same covenant).

If the decisions below are correct, however, it 1s
hard to see why a covenant not to sue under a federal
patent should necessarily bar a suit by someone who
later acquires that patent. Indeed, some treatises
already suggest that it does not. See Brian G.
Brunsvold et al., Drafting Patent License Agreements
§ 4.02, at 55 (7th ed. 2012) (“A covenant not to sue is
a promise of the grantor that does not necessarily
bind future owners of the patent.”). That rule would
have undesirable consequences in light of Already:
it would suggest that a patentee could free itself of
litigation by granting a covenant not to sue but then,
at some later time, render the covenant meaningless
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by transferring the patent to some other entity.10
Although that is surely not what this Court had in
mind in that case, it is a foreseeable result of the
erroneous rule that the courts below adopted here.

Notice to infringers. Under 35 U.S.C. § 287,
patentees and others selling patented articles can
only collect damages for infringement if they have
given notice to potential infringers, usually by mark-
ing the product to be sold. See id. § 287(a). The
provision has been held to prevent the patent-holder
from recovering damages if a licensee sells a product
without proper notice of the applicable patent. See
Hazeltine Corp. v. Radio Corp. of Am., 20 F. Supp.
668 (S.D.N.Y. 1937) (construing predecessor to § 287).
This rule puts the burden on the patent-holder to
ensure that any licensee properly marks its products
in the marketplace, to ensure the requisite notice.

If the decision below is correct, and parties who
hold merely “covenants not to sue” do not have the
status of licensees, it is unclear whether § 287 would
apply to products sold by the recipients of such
covenants, because the section applies only to persons
selling “for or under” patentees. Indeed, the district
courts are already divided on this issue. Compare In
re Yarn Processing Patent Validity Litig., 602 F.
Supp. 159, 169 (W.D.N.C. 1984) (treating a covenant
not to sue as a license for purposes of § 287), with
Phillip M. Adams & Assocs., LLC, v. Winbond Elecs.
Corp., No. 1:05-cv-64-TS, 2010 WL 3522097, at *3
(D. Utah Sept. 8, 2010) (refusing to do so based on
a finding that a covenant not to sue did not grant

10 Tt would also be questionable whether continuing sales of
patented goods by the recipient of the covenant would still trig-
ger patent exhaustion as to the new patent owner, or whether
buyers would find themselves at risk of an infringement suit.
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“authority to use patents”). If courts begin to recog-
nize a more general distinction between licenses and
covenants not to sue — as the Delaware courts did in
this case — then the already existing confusion on
this subject will grow, and both patent owners and
potential infringers will be uncertain about a poten-
tial damages remedy where unmarked, patented
products have been sold under a covenant not to sue.

State taxation. State supreme courts have held
that, when a licensor earns royalties from the use of
licensed intellectual property in a particular State,
there is no due process barrier to the State’s taxation
of those royalties. See Gore Enter. Holdings, Inc. v.
Comptroller, 87 A.3d 1263, 1283 (Md. 2014) (holding
that a corporation “‘uses’” a licensed patent in a State
where the patented products are made, used, and
sold); Geoffrey, Inc. v. South Carolina Tax Comm’n,
437 S.E.2d 13, 16 (S.C. 1993) (same for trademarks).
Those holdings are based on the premise that the
license constitutes “‘the presence of [licensed] in-
tangible property in th[e] [taxing] State.”” Gore, 87
A.3d at 1282 (quoting Geoffrey, 437 S.E.2d at 16). If,
however, the courts below are correct that a covenant
not to sue has some lesser legal status than a license
because it is not a grant of rights as to the patent,
those cases will need to be reconsidered to determine
whether royalties paid pursuant to such a covenant

will be similarly subject to state taxation.
* % %

In sum, the effects of creating a distinction
between a promise, agreement, or covenant not to
sue under a federal patent and a license of that
patent are far ranging and uniformly negative. This
Court’s holding in De Forest Radio, together with
more recent circuit authority such as TransCore,
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should have been enough to make clear that no such
distinction 1s viable. Nevertheless, the Delaware
courts adopted one here. Review is accordingly
warranted for this Court to clarify the law in this
1important area.

After the Court answers the question presented,
its decision will free (and indeed compel) the state
courts to reach the question that they should
have answered in the first place: given that Meso
granted a license to Roche, were Roche’s affirmative
covenants to use ECL Technology only within its
licensed Field part of the terms of the license that
Meso granted and Roche accepted? The answer to
that question is clear from the face of the license
agreement between the parties: Roche’s affirmative
covenants to remain within its Field were an integral
part of its license. Only the state courts’ belief —
contrary to the precedent of this Court — that Meso’s
promise not to sue Roche was somehow not a license
prevented them from reaching that conclusion and
prevented Meso from prevailing below.



CONCLUSION

The petition for a writ of certiorari should be

granted.
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IN THE SUPREME COURT OF
THE STATE OF DELAWARE

No. 389, 2014

MESO SCALE DIAGNOSTICS, LLC, ET AL.,
Plaintiffs-Below,
Appellants,
V.

ROCHE DI1AGNOSTICS GMBH, ET AL.,
Defendants-Below,
Appellees.

Court Below:
Court of Chancery of the State of Delaware
C.A. No. 5589-VCP

[Submitted: June 17, 2015
Decided: June 18, 2015]

Before STRINE, Chief Justice; HOLLAND, VALI-
HURA, and VAUGHN, Justices; and MEDINILLA,
Judge;” constituting the Court en Banc.

ORDER

This 18th day of June 2015, the Court, after hear-
ing oral argument and upon consideration of the
record in this case, has concluded that this appeal
should be affirmed on the basis of and for the reasons

* Sitting by designation under Del. Const. art. IV, § 12.
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assigned by the Court of Chancery in its exhaustive
and well-reasoned opinion, dated June 25, 2014.1

NOW, THEREFORE, IT IS HEREBY ORDERED
that the judgment of the Court of Chancery is
AFFIRMED.

BY THE COURT:
/s/ Leo E. Strine, Jr.

Chief Justice

1 Meso Scale Diagnostics, LLC v. Roche Diagnostics GmbH,
2014 WL 2919333 (Del. Ch. June 25, 2014).
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COURT OF CHANCERY OF DELAWARE

C.A. No. 5589-VCP

MESO SCALE DIAGNOSTICS, LLC, ET AL.,
Plaintiffs,
V.

ROCHE DIAGNOSTICS GMBH, ET AL.,
Defendants.

[Submitted: November 8, 2013
Decided: June 25, 2014]

MEMORANDUM OPINION

PARSONS, Vice Chancellor.

This action arises from the alleged breach of a license
agreement pertaining to sophisticated diagnostic and
assay technology. In 2003, a foreign pharmaceutical
and diagnostic holding company lost or was in
danger of losing its license to that technology. The
holding company, therefore, sought to acquire a new
license from the then-patent holder. In 2003, the
holding company entered into a series of contempo-
raneously executed agreements that granted it a new
non-exclusive license from the patent holder. The
plaintiffs, two Delaware limited liability companies
with disputed springing rights to the same patented
technology, consented to the second non-exclusive
license and “joined in” the licenses granted there-
under. As part of that transaction, the holding
company acquired the patent holder, but not before
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its intellectual property assets were transferred to a
separate company. In 2007, the holding company
also acquired that separate company.

The plaintiffs allege that, since at least 2007, the
defendants have disregarded repeatedly and deliber-
ately the field-of-use restrictions prescribed in the
2003 license agreement. The plaintiffs aver that, by
consenting to and “joining in” the licenses granted in
the license agreement, they became parties to that
agreement with the corresponding right to enforce
the agreement’s field-of-use limitations. As such, the
plaintiffs assert that they are entitled to both an
award of monetary damages, perhaps as much as
several hundred million dollars, for the defendants’
breaches of the license agreement since 2007 and an
order of specific performance requiring the defen-
dants to honor the 2003 agreement’s field-of-use
constraints for so long as the agreement remains
valid.

In response, the defendants deny that the plaintiffs
became parties to the license agreement by virtue of
the “join in” language. According to the defendants,
they neither needed nor received a license from the
plaintiffs. Thus, the defendants argue that they do
not owe the plaintiffs any contractual duties under
the 2003 license agreement and that the plaintiffs
lack standing to assert claims for breach of that
agreement.

This Memorandum Opinion constitutes my post-
trial findings of fact and conclusions of law on the
plaintiffs’ claim for breach of contract. For the rea-
sons that follow, I conclude that the plaintiffs have
failed to establish that they are parties to the license
agreement or that they otherwise have standing
to enforce the agreement’s field-of-use restrictions.
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Because the plaintiffs are not parties to the license
agreement and cannot enforce it, they have failed to
prove that the defendants owed them a contractual
duty under that agreement. Therefore, I find in
favor of the defendants and dismiss the plaintiffs’
claim for breach of contract with prejudice.

I. BACKGROUND
A. The Parties

The plaintiffs, Meso Scale Diagnostics, LLC
(“MSD”) and Meso Scale Technologies, LLC (“MST”
and, collectively, “Plaintiffs” or “Meso”) are Delaware
limited liability companies. MST was founded by
Jacob Wohlstadter (“Wohlstadter”) to commercialize
his invention of a new application of electrochemilu-
minescence (“ECL”) technology. In 1995, MST and
IGEN International, Inc. (“IGEN”) formed MSD as a
joint venture. The joint venture was created to
research and develop the use of various technologies
in diagnostic procedures, including procedures utiliz-
ing ECL technology. Wohlstadter is the President
and Chief Executive Officer (“CEQ”) of MSD and
MST.

The defendants in this case (collectively, “Defen-
dants”) are identified below and are all affiliates or
subsidiaries of the F. Hoffmann-La Roche, Ltd. family
of pharmaceutical and diagnostics companies. Roche
Holding Ltd. (“Roche”) is a publicly traded joint stock
company organized under the laws of Switzerland.
Roche Diagnostics GmbH is a limited liability com-
pany organized under the laws of Germany and a
wholly owned subsidiary of Roche. Roche Diagnostics
Corp., which 1is incorporated in Indiana, is also a
wholly owned subsidiary of Roche. IGEN is a Dela-
ware corporation that was acquired by Roche in 2003
and remains a wholly owned subsidiary of Roche.
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IGEN LS, LLC (“IGEN LS”) is a Delaware limited
liability company and wholly owned subsidiary of
IGEN. BioVeris Corp. (“BioVeris”) is a Delaware
corporation and wholly owned subsidiary of Roche.
BioVeris owns and licenses a portfolio of patents
based on and related to ECL technology. Lili Acqui-
sition Corp. (“Lili Acquisition”) was a subsidiary of
Roche; it was merged into BioVeris on June 26, 2007,
and no longer exists.

B. Facts
1. The 1992 and 1995 Licenses

In 1992, IGEN granted an exclusive license to
Boehringer Mannheim GmbH (“Boehringer”) to use
ECL technology for diagnostic testing at hospitals,
blood banks, and clinical reference laboratories (the
“1992 License”).! Boehringer also agreed in the 1992
License not to “advertise, market, sell or otherwise
commercially exploit” ECL technology outside of
those specified areas.? In 1995, IGEN and MST
formed MSD as a joint venture. Arguably, IGEN’s
most significant contribution to the joint venture was
granting MSD an exclusive license to practice ECL
technology in certain areas (the “1995 License”).
Specifically, MSD received an exclusive license “to
practice [ECL technology] to make, use and sell
products or processes (A) developed in the course of
the Research Program, or (B) utilizing or related to
the Research Technologies.”? IGEN, however, was

1JTX 6§ 1.4.
27d. § 4.7.

3JTX 10 § 2.1. As defined in a 2001 amendment to the joint
venture agreement between IGEN and MST, the Research
Technologies encompassed: (1) selection and screening methods;
(2) disposable electrodes; and (3) multi-array diagnostics. JTX
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not required “to grant MSD a license to any technol-
ogy that i1s subject to exclusive licenses to third
parties granted prior to the date” of the 1995 License.
This apparently included the technology licensed to
Boehringer in the 1992 License. The 1995 License
also contained a “springing rights” provision. The
provision states that, if any preexisting exclusive
license “terminates, or IGEN is otherwise no longer
restricted by such license from licensing such tech-
nology to MSD, such technology shall be, and hereby
1s, licensed to MSD pursuant hereto.”

2. IGEN sues Boehringer

In 1997, IGEN sued Boehringer for numerous
breaches of the 1992 License, including the sale of
products outside of the agreement’s designated
markets.? Shortly thereafter, Roche acquired
Boehringer, took over the defense of the IGEN law-
suit, and began its efforts to negotiate a non-judicial
resolution to the dispute.

For several years, Roche and IGEN engaged in

fruitless settlement discussions. In December 2001,
Roche made an offer to resolve the two sides’ dis-

48 § 1.11 at MESO00053172-73. They also included other tech-
nologies such as “agents to extend the electric potential of an
electrode in the direction perpendicular to its surface.” Id. at
MESO00053173. The Research Program was “initially [to] be
directed” at the use of those same technologies in diagnostic
procedures. Id. Ex. A at MESO00053220. The definitions of
“Research Program” and “Research Technologies” were redacted
in IGEN’s public filings such that it was not possible to discern
the scope of MSD’s ECL rights from publicly available infor-
mation.

4JTX 10 § 2.1.
5 JTX 15.
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agreement by acquiring IGEN for $1.5 billion.6
Roche’s offer was contingent on due diligence, which
“quickly identified the relationship between IGEN
and MSD as a roadblock to the intended acquisi-
tion.”” Although Roche’s due diligence team was able
“to obtain an unedited version” of the “voluminous
and convoluted contracts” that defined the relation-
ship between IGEN and Meso, the diligence team’s
analysis was “complicated by the fact that neither
IGEN nor MSD/MST legal counsel nor operations
personnel appeared forthcoming or willing to discuss”
those agreements.8 Nevertheless, the team concluded
that if Roche acquired IGEN, as it was, that acquisi-
tion “would not achieve the stated objectives of un-
encumbered ownership [of certain ECL technology],
avoidance of future litigation and discontinuation
of business relationships with business entities con-
trolled by the Wohlstadter family.”® Consequently,
in late-December 2001, Roche informed IGEN that
it would “not pursue an acquisition unless
IGEN/MSD/MST would first redefine the nature of
their relationship substantially.”10

IGEN and Roche were continuing to negotiate
when, on January 10, 2002, IGEN prevailed at trial
against Roche on, among other things, its claim that
Roche had breached the terms of the 1992 License.!!
A jury awarded IGEN damages in excess of $500

6 JTX 62.

7 Id. at ROCHE0036626.
8 Id.

91d.

10 7d. at ROCHE0036627.

1 JGEN Int’l, Inc. v. Roche Diagnostics GmbH, 335 F.3d 303,
308 (4th Cir. 2003).



9a

million and the district court ruled that, based on
Roche’s breaches of the 1992 License, IGEN could
terminate that agreement.!2

3. Roche decides to pursue
a new license from IGEN

Notwithstanding the verdict against Roche, IGEN
and Roche continued to discuss the possibility of
settling their dispute by having Roche acquire IGEN.
On May 3, 2002, however, Roche advised IGEN that
it was no longer interested in pursuing an acquisi-
tion.13 Its reason for the change in objective was two-
fold. First, for Roche to become comfortable with
acquiring IGEN, there would need to be a “major
modification” of the relationship between IGEN and
Meso. Roche believed that Meso’s demand for
compensation to effectuate such a modification was
“likely to be substantial,” and there was “not enough
value in the business” to warrant a purchase price
that likely would be acceptable to both IGEN and
Meso.14 Second, Roche expressed concern that any
payment to Meso would be perceived by certain
IGEN shareholders as payment “behind their back,”
designed to divert value away from them, which, in
turn, could lead those shareholders to attempt to
enjoin the transaction or refuse to tender their
shares. Roche proposed that the best path forward
for both sides was to agree to a non-exclusive license

because Roche was “the best possible licensee of
IGEN.”15

12 14,
13 JTX 71.
14 1q.
15 Id.
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About a month later, in June 2002, Roche and
IGEN participated in a court-ordered mediation of
their dispute. Consistent with Roche’s May 2002
letter, Roche proposed that IGEN grant it a non-
exclusive license “to the ECL Technology which is the
subject of the [1992 License].”6 The proposal also
included a list of some of the “material elements” of
such a license, including that “[Meso] would consent
to and join in the license granted to Roche as neces-
sary to insure Roche’s non-exclusive use of the ECL
Technology in Roche’s field.”l7 Another “material
element” was that improvements to the ECL Tech-
nology previously made by Roche and conveyed to
IGEN could be used by IGEN only in “fields of use
other than the Field licensed to Roche.”18

4. Roche and IGEN begin to exchange
draft license agreements

On July 22, 2002, IGEN circulated a draft license
agreement to Roche. This appears to be the first draft
of an agreement that was shared among both sides.
IGEN’s proposal included a defined “Field” in which
Roche would be allowed to utilize ECL technology.
The draft made no reference to Meso.19

On August 1, 2002, Roche proposed its own draft of
a license agreement to IGEN. Roche’s draft called for

16 JTX 73 at BV0003206.

17 Id. at BV0003207. I previously concluded that the phrase
“join in the licenses granted” in the pivotal 2003 License
Agreement is ambiguous. Meso Scale Diagnostics, LLC v. Roche
Diagnostics GmbH, 62 A.3d 62, 93 (Del. Ch. 2013). Therefore, I
recite below some of the relevant extrinsic evidence pertaining
to that agreement.

18 1d.
19 JTX 76.
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IGEN and its “Affiliates” to grant Roche a license to
use ECL technology within a defined field.20 The
definition of the term “Affiliates” explicitly included
Meso.21  Roche also included an attached page
entitled “Consent by IGEN Affiliates.” The proposed
consent provided that Meso would “consent to and
join in the licenses granted” in the agreement.?2 In
addition, Roche’s draft contemplated that Meso
would represent and warrant that it did not have
“any right, title, and interest in the Licensed ECL
Technology licensed to Roche” in the proposed
agreement “that would in any way restrict or limit
Roche’s exercise of the licenses [being] granted.”23
Less than two weeks later, Franz Humer, the
Chairman of Roche, wrote to Samuel Wohlstadter,
Chairman and CEO of IGEN and Wohlstadter’s
father, to reemphasize Roche’s position in the
ongoing settlement discussions. Humer wrote in part
that “[a]ny settlement has to achieve for Roche
complete freedom of operation in our field, including
complete protection from the ‘Meso’ companies.
Roche will not negotiate with Meso and I consider it
your responsibility to deliver the necessary consents
and covenants from Meso.”24

On October 9, 2002, IGEN granted certain Roche
employees access to unredacted versions of its
agreements with Meso.2> Roche’s outside counsel
had been in possession of those documents for a “few

20 JTX 78 § 2.2.

21 Id. at ROCHE0053800.

22 Id. at ROCHE0053799.

23 Id.

24 JTX 81 at ROCHEO0057409.
25 JTX 86.
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weeks” before IGEN authorized anyone employed by
Roche to review them.26

On November 6, 2002, IGEN circulated an updated
draft of the license agreement to Roche. In this
version, IGEN removed the Meso “consent” and also
amended the definition of “Affiliate” such that
“IMSD] . .. shall not be deemed an Affiliate of [IGEN]
for purposes of this Agreement unless [IGEN] elects
by written notice to [Roche] to include such company
as an [IGEN] Affiliate.”?27 IGEN also removed all
references to “Affiliates” from the draft agreement’s
grant clause.28

On November 22, 2002, Roche sent IGEN 1its next
proposal for how the license agreement should be
structured. In it, Roche reinserted: (1) MSD and
MST into the definition of Affiliates; (2) the term
“Affiliates” into the agreement’s grant clause; (3) and
the Meso consent, which, as in previous drafts, ap-
peared after the Roche and IGEN signature blocks,
but before the agreement’s exhibits.2® The consent
also contained a new footnote stating that “Roche 1s
considering whether a formal license of ECL Tech-
nology from MSD/MST to [Roche] may be necessary

26 Id. On August 20, 2002, outside counsel for Roche indicat-
ed in an email to Bill Perlstein, an IGEN employee, that Meso’s
“exclusive rights in the ECL Technology appeared to encompass
all of Roche’s rights under the 1992 License Agreement once

that Agreement was terminated or became non-exclusive.” JTX
82.

27 JTX 101 at ROCHE0032572.

28 See id. at ROCHE0032575 (“[IGEN] hereby grants to
[Roche], only for use in the Field, a Non-Exclusive, worldwide,
fully-paid, royalty-free right and license under the Licensed
ECL Technology”).

29 JTX 104 at CSM0033021, 33026, and 33040.
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to assure [Roche’s] access to all ECL Technology.
This issue is subject to further due diligence by
Roche.”30

On January 17, 2003, IGEN’s counsel circulated a
marked-up draft agreement to Roche’s counsel. The
marked changes had “not been accepted by either
party,” but, instead, were “merely intended to memo-
rialize what [was] discussed during [a] conference
call” held earlier that day.3! The mark-up of the
grant clause, Section 2.1 of the agreement, read
“IGEN OBJECTS TO ‘and its Affiliates2: Roche is
concerned (1) that there are springing exclusive
rights in Meso that would preclude granting all of
these non-exclusive rights to Roche; and (2) that
IGEN has not granted rights to its Affiliates which
would prevent IGEN from granting these licenses.”33
IGEN’s mark-up did not comment regarding Roche’s
first listed concern, but it stated that “IGEN believes
(2) can be resolved through due diligence.”34

5. Roche and IGEN continue to negotiate;
MSD signs a confidentiality agreement

On April 29, 2003, Roche and MSD executed a
formal confidentiality agreement.3> Immediately

30 Id. at CSM0033040.
31 JTX 118 at ROCHE0038187.

32 In other words, IGEN objected to the proposed language
that IGEN and its “Affiliates” would be granting licenses under
the agreement.

33 JTX 118 at ROCHE0038195.
34 1d.

35 JTX 144. In November 2002, IGEN sent MSD a “confiden-
tiality agreement for signature by MSD, IGEN and Roche to be
executed in connection with providing to MSD a copy of the
draft documents sent to Roche by IGEN.” JTX 102. It is unclear
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thereafter, Roche and IGEN began including Meso’s
outside counsel on emails circulating draft license
agreements.36

Meso argues that before the execution of the confi-
dentiality agreement, Wohlstadter represented Meso
in negotiating directly with Roche and IGEN. The
record, however, does not support this assertion. In
addition to his roles at Meso, Wohlstadter also served
as a consultant to IGEN.37 There was credible testi-
mony that, during the early negotiations between
Roche and IGEN, Wohlstadter’s presence and partic-
ipation in various meetings was in his role as a
consultant to IGEN.38 In addition, IGEN’s General
Counsel, on numerous occasions, indicated specifically
that he was, pre-April 2003, forwarding documents
and drafts to Wohlstadter related to IGEN’s negotia-
tions with Roche, “solely in his capacity as a consult-

whether any of IGEN, MSD, or Roche executed this document.
At a minimum, the record indicates that Roche was neither
aware of, nor party to, this particular confidentiality agreement.

36 JTX 146.
37 JTX 46.

38 See Tr. 581-82 (Steinmetz) (“Q: And did anybody ever give
you any indication as to whether Jacob Wohlstadter was partic-
ipating with his MSD hat on or with an IGEN hat on? A: Yes.
Q: Who did and what was the indication you were given?
A: Our understanding was that Jacob was acting on behalf of
IGEN ... Sam Wohlstadter . .. sa[id] that Jacob was acting as
a consultant to IGEN, which made sense to us in a way”); Tr.
753-55 (Keller) (“Q: What did you understand to be [Jacob
Wohlstadter’s] role when he was present? A: Well, he was
clearly introduced to us as an agent or consultant of IGEN. We
knew, of course, he is Meso, I don’t know chairman or president,
but for us, he was sitting there as a member of the IGEN
team.”).



15a

ant to IGEN.”3% T also note that, on December 2, 2002,
the Joint Venture Operating Committee (“JVOC”) of
MSD met to discuss IGEN’s negotiations with Roche
and the “effect [] the proposed transaction with
Roche would have upon [MSD].”40 In response to a
question from IGEN’s management “as to what role,
if any, the [JVOC] envisioned for Jacob Wohlstadter
in the negotiations with Roche scheduled to begin the
following day,” after “considerable discussion,” the
JVOC “concluded that Jacob’s role in the negotiations
should be limited to technical advice only and that it
was not appropriate for Jacob to be a party to
[IGEN’s] negotiation strategy.”41

As of April 29, MSD and MST still were defined
explicitly as “Affiliates” of IGEN and the Meso con-
sent from the November 22, 2002 draft agreement
remained largely unchanged.4?2 IGEN considered this
draft consent “acceptable,” but noted that it was
subject to “discussion with MSD and MST” after they
completed a confidentiality agreement with Roche.43

On May 2, 2003, Kenneth Slade, outside counsel
for IGEN,4 distributed an updated draft of the

39 See JTX 106, 108, 109, 110, 111, 113.
40 JTX 115.

41 Jd. Thus, to the extent Wohlstadter forwarded drafts and
documents to Meso’s outside counsel to review before Meso and
Roche reached a confidentiality agreement, I find that Roche
(and probably IGEN as well) neither knew about, nor author-
ized, that conduct.

42 JTX 147 at FL032452.
43 1d.

44 Throughout the negotiations between Roche and IGEN,
Slade consolidated the two sides’ comments and circulated up-
dated drafts of the license agreement. After MSD executed the
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license agreement purporting to reflect changes
based on discussions held earlier that day between
IGEN, presumably with input from Meso, and Roche.
In this draft, MSD and MST were excluded specifi-
cally from the definition of an IGEN “Affiliate.” Addi-
tionally, the definition of “Licensed ECL Technology”
was amended to specify that IGEN either owned, or
had the right to sublicense, the underlying technology
at issue.#5 As to the Meso consent associated with
this version of the agreement, Meso asked that the
“join in” language and Meso’s representation that
they had no rights in the Licensed ECL Technology
be removed.46

On May 8, 2003, Slade circulated the next draft
of the agreement. In this updated version, Roche
reinserted the “join in” language and suggested a
modified version of the “no rights” clause that had
been included in the April 29 version. Specifically,
Roche proposed that MSD and MST “represent and
warrant to [Roche] that they have no right... to in
any way restrict or limit [Roche’s] exercise of the
license granted in the License Agreement.”47

On May 30, 2003, IGEN circulated a draft of the
agreement and corresponding comments internally
and to Meso. Of particular relevance are Section 9.6
and the attached consent. Regarding Section 9.6, the
draft stated:

confidentiality agreement, Meso submitted its comments on
drafts, along with IGEN’s comments, through Slade. Thus, the
trial record indicates that Roche and Meso did not negotiate
directly with one another before the ultimate license agreement
between Roche and IGEN was finalized in July 2003.

45 JTX 156 § 1.8.
46 Id. at FL0032616.
47 JTX 163 at MESO00000802.
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ROCHE MAY 20 PROPOSAL: and (iv) no
consent, notice, approval, authorization, waiver
or permit, to or from any person [MSD: excluding
any consents attached hereto], including, but
not limited to, any Governmental Entity or third
party holder of intellectual property rights is
required to be obtained or made by IGEN in
connection with its execution and delivery of
this Agreement [MSD: delete remainder| or the
consummation of the transactions contemplated
hereby.48

At this time, the consent still included both the “join
in” language and Roche’s request that Meso repre-
sent and warrant that it had “no rights” that could
interfere with Roche’s exercise of the license being
granted in the License Agreement.49

On June 3, 2003, Slade distributed the most
updated version of the agreement to Roche, IGEN,
and Meso. By this date, Roche’s proposed language
in Section 9.6(iv) had been modified to read:

(iv) no consent, notice, approval, authorization,
waiver or permit, to or from any person (other
than the consent attached hereto), including, but
not limited to, any Governmental Entity or third
party holder of intellectual property rights is
required to be obtained or made by IGEN in con-
nection with its execution, delivery and perfor-
mance of this Agreement.50

The Meso consent in the draft circulated on June 3
included the “join in” language, but, at Meso’s insist-
ence, did not include the “no rights” representation

48 JTX 182 § 9.6.
49 Id. at MESO00009447.
50 JTX 183 § 9.6.
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and warranty that Roche previously had sought.5!
After the June 3 draft, the substance of the Meso
consent remained the same.

6. IGEN’s right to terminate
the 1992 License is upheld;
Meso seeks compensation for the first time

During the course of negotiations regarding the
License Agreement, on July 9, 2003, the United
States Court of Appeals for the Fourth Circuit decided
Roche’s appeal of the January 2002 verdict against
1t.52 In its decision, the Fourth Circuit reduced the
compensatory damages award and vacated the puni-
tive damages award that the trial court had entered
against Roche. The Fourth Circuit, however, upheld
IGEN’s right to terminate the 1992 License. That
same day, IGEN’s General Counsel, Daniel Abdun-
Nabi, sent written notice to Roche that IGEN was
terminating the 1992 License.53

On July 15, 2003, Humer sent a letter to the Roche
board to update them on the status of the ongoing
negotiations with IGEN. Humer noted that, although
the Fourth Circuit upheld IGEN’s right to terminate
the 1992 License, it was in both Roche’s and IGEN’s
Interests to agree to a new license, and that the two
sides were “as close as they have ever been to a
successful conclusion.”® According to Humer, the two
sides had reached agreement on a “deal structure”
that would allow Roche to achieve several
“objectives” including “[fJull unhindered access to

51 Id. at MESO00059891.

52 JGEN Int’l, Inc. v. Roche Diagnostics GmbH, 335 F.3d 303
(4th Cir. 2003).

53 JTX 198.
54 JTX 206 at ROCHE0022446.
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ECL technology” and “[cJonsent and agreement of
‘Mesoscale Diagnostics’, an associated company of
IGEN owned by [Samuel] Wohlstadter’s son to all
agreements between Roche and IGEN.”5> Humer
described this “consent and agreement” as “neces-
sary” because “Mesoscale could block the deal based
on a complicated set of internal agreements between
IGEN and Mesoscale.”® Nowhere in the letter, how-
ever, does Humer suggest that Roche had sought or
obtained a license from Meso. He further stated that
he expected “to be able to sign final documents and
agree on the price [of the transaction with IGEN] by
the weekend of July 20.757

55 Id. at ROCHE0022447.

56 Id. Meso’s “blocking power” stemmed largely from its abil-
ity to preclude IGEN from transferring its ownership interest in
MSD to a new company that was being formed as part of the
2003 transaction (i.e., BioVeris). IGEN’s former CFO, George
Migausky, testified that “the deal structure was such that
Roche would acquire—acquire IGEN. Simultaneously, IGEN—
well, IGEN previously would have dropped certain assets that
Roche was not interested in acquiring, would drop certain
assets into a sub, and that sub, BioVeris, would be spun out to
the shareholders. . . . And for those assets being spun out to one
of which was our joint venture interests in MSD, together with
a number of other interests, other licenses and multiple other
agreements, actually, in many cases, we needed to get con-
sents.” Migausky Dep. 64. The deal was structured this way to
avoid “several hundred million dollars” of “tax leakage” that
would have been borne by IGEN’s shareholders. Id. at 64-65.
According to Migausky, this gave MSD “holdup value” because
“[t]he way we had the deal structured, we needed we, IGEN
that is, needed MSD’s consent, and so they could potentially
block the transaction, unless they gave—unless they gave
consent, and could require, in this case, payment if—in order to
accommodate them.” Id. at 69-70.

57 JTX 206 at ROCHE0022446.
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Also on July 15, Wohlstadter, for the first time,
requested compensation for Meso’s role in the 2003
transaction.’8 The following day, he sent a memo,
prepared with the assistance of Meso’s outside
counsel Robert Waldman,? to the JVOC outlining
the reasons he believed Meso was entitled to some
payment in exchange for its participation in the deal
between IGEN and Roche. In the introduction of the
memo, Wohlstadter wrote “[a]s a result of being
required to consent to the I[GEN]/R[oche] transaction,
to join in the license from NEWCO to Roche, and to
become a party to various agreements (such as the
Covenant Not to Sue and releases), MSD believes it
will suffer substantial diminution in rights, prospects
and value.”®® The memo also describes, using specific
examples, how the 2003 transaction would be detri-
mental to MSD. Yet, at no point in the memo does
Wohlstadter indicate that Meso is granting Roche a
license or that Meso had acquired any “springing
rights” by virtue of IGEN’s purported termination of
the 1992 License Agreement. In contrast, the memo
states at least six times that IGEN or BioVeris would
be granting rights to Roche in the deal being contem-
plated.? Omne such reference to licensing by IGEN
appears in the following example of potential detri-
ment to MSD:

As a result of the 4th Circuit decision, IGEN
terminated the 1992 license agreement between

58 JTX 205.

59 See Tr. 367 (Waldman) (“Q: You helped draft [the July 16,
2003 memo], and you were involved in preparing it? A: Yes, I
believe s0.”).

60 JTX 210 at MES0O00053070 (emphasis added).
611d. 99 1, 2, 5, 6.
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IGEN and Roche, and by granting the new
license to Roche, IGEN is reinstating Roche into
the largest IVD [in-vitro diagnostic] market
(large laboratories). If IGEN did not grant the
license to Roche, MSD would not have the
world’s largest bio/pharma company as a direct
competitor.62

Wohlstadter also recognized that, under the pro-
posed license agreement, MSD would not be entitled
to compensation if Roche breached the “out-of-field”
provisions contained therein. He wrote:

Through the “out-of-field” sales provisions of the
proposed new license between [BioVeris] and
Roche, in effect, IGEN is granting ROCHE the
ability to sell products outside of the IVD market
so long as Roche does not “know” that the use of
the products is outside of IVD. If Roche makes
any out-of-field sale, Roche’s only consequence is
to pay 65% of undisputed revenues earned the
prior year and only after Roche has been
informed by IGEN of the out-of-field sales. The
license does not terminate for out-of-field sales.
Therefore, Roche can sell with impunity outside
the field, with the only penalty being a small
“toll,” which broadens Roche’s ability to directly
compete with MSD. In addition, MSD receives
no compensation as a result of any such breaches
by Roche.63
Three days later, on July 18, the JVOC responded
to Wohlstadter. In its memo, the JVOC encouraged

MSD to grant all of the “consents” that it was being
asked to provide by Roche and IGEN as part of the

621d. 9 5.
631d. 9 6.
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2003 transaction, and to do so “without any compen-
sation.”®4 To support its position, the JVOC listed
five specific factors that weighed in favor of MSD
executing the proposed consents, including:

If the Roche transaction is not completed, the
scope of the rights granted to Roche under the
proposed licensing arrangements is largely irrel-
evant, because, in light of the lack of success to
date of your efforts to find funding (about which
the JVOC has no comment), MSD will almost
certainly cease to be a viable competitor in its
field. Thus, MSD is not put in a worse position
by granting the Consents. In addition, assuming
(but not conceding) that Roche’s rights under the
new licensing arrangement are broader than the
rights under the 1992 License, the JVOC believes
that IGEN would be able to license these “broad-
er’ rights to other competitors of MSD without
violating MSD’s exclusive license to utilize the
Research Technologies in the Diagnostic Field.6>

Nowhere in the July 18 memo does the JVOC state
that MSD or MST is granting Roche a license.5¢

64 JTX 221 at MESO00006196.
65 Id. at MESO00006197.

66 The JVOC’s memo also notes that the proposed transaction
“guarantees MSD’s freedom to operate in its field in the future
without interference from Roche.” Id. Furthermore, the
evidence shows that the “field” being referred to here is multi-
array technology. For example, the July 18 memo was a
response to Wohlstadter’s July 16 memo in which he expressed
concern that “the new license from NEWCO” would “introduce][]
a great degree of ambiguity with respect to MSD’s exclusivity in
multi-array.” JTX 210 9 2. Additionally, Robert Salsmans,
Chairman of the JVOC, testified credibly that the JVOC was
referring to multi-array technology in the memo. See Tr. 1005
(“Q: Okay. What field are you talking about here? A: Well,
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On July 20, 2003, the JVOC sent another memo to
Wohlstadter. This memo expressed frustration that
Wohlstadter had “chosen to raise [his] points at the
eleventh hour after leading the JVOC, IGEN, and
Roche to believe for over five months that [he was]
agreeable to the NEWCO structure, which would
keep in place all prior understandings without
change.”®” The memo noted further that “the JVOC
permitted [Wohlstadter] to assist IGEN in its negoti-
ations with Roche,” on the basis of his professed
amenability to the proposed transaction between
IGEN and Roche.6® Notwithstanding their displeas-
ure with Wohlstadter, the JVOC represented that
IGEN and BioVeris would commit to providing MSD
with $30 million in funding if Wohlstadter agreed to
provide the requested consents.

the—the scope, the joint—of the joint venture being, again,
single electrodes, multi[-]array technology.”).

67 JTX 225 at MESO00017399. This was not the first time
the JVOC encountered difficulty in dealing with Wohlstadter.
Salsmans testified, without challenge, that in the negotiations
surrounding the 2001 amendment of the joint venture agree-
ment between IGEN and MST, it was “extremely difficult to do
business, to come to conclusions, to come to an agreement with
Jacob Wohlstadter. ... We would have discussions. He would
agree. ... The next day you would receive—or two days later
you would receive a confirmation of that agreement, but that
confirmation would be completely different from the things that
we had agreed on.” Tr. 996-97. Salsmans testified further that
Wohlstadter’s penchant for making “additional demands or new
versions,” “didn’t happen one time.” Nor did that “happen twice,
but that happened a lot of times and that happened not only in
these discussions [in 2001] but it happened, also, in discussions
that we had at a later stage in 2003 in the framework of the
IGEN-Roche agreements.” Id. at 997.

68 JTX 225 at MESO00017399.
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The next day Wohlstadter responded with his final
counteroffer. In that letter, he asserted that, “MST
has made enormous concessions in these negotia-
tions, yielding to wvirtually all of [the JVOC’s]
demands,” and demanded $37.5 million in exchange
for his consents.®® Although the JVOC acquiesced to
Wohlstadter’s funding demand, that decision appears
to have been motivated primarily by a desire to pre-
serve the proposed $1.2 billion transaction between
IGEN and Roche, and not by any belief that
Wohlstadter was correct on the “merits.” Moreover,
IGEN only agreed to provide MSD with $30 million
of funding. The remaining $7.5 million came via a

personal investment from Wohlstadter’s father,
Samuel Wohlstadter.”

7. The 2003 transaction

On July 21, 2003, the investment bank Lehman
Brothers reviewed the proposed transaction between
IGEN and Roche with IGEN’s board and delivered a
presentation “discuss[ing] methods of valuing the
component parts of IGEN’s business as well as the
financial implications to IGEN shareholders of the
proposed transaction.””l At this time, MSD would
have acquired whatever “springing rights” it might
have sought to claim as a result of IGEN’s July 9,
2003 notice that it was terminating the 1992 License.
Nevertheless, for purposes of its analysis, Lehman

Brothers did not ascribe any value to IGEN’s stake in
MSD.72

69 JTX 232 at MESO00007165-66.
70 JTX 261.

71 JTX 228 at BV0004315.

72 Id. at BV0004332.
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On dJuly 24, 2003, IGEN’s board held a special
meeting to consider the proposed transaction “between
[IGEN], on the one hand, and [Roche], on the other
hand, whereby Roche would acquire [IGEN] and
simultaneously [IGEN] would distribute to its stock-
holders shares of a new company ( [BioVeris] ) hold-
ing certain of [[GEN’s] assets and liabilities.””® The
IGEN board was informed that the JVOC had
succeeded in “obtaining the consents of MSD and
MST to the [p]roposed [t]ransaction.” There was no
discussion, however, about Meso participating in the
transaction as a licensor.”* After hearing presenta-
tions from their financial and legal advisors, the
IGEN board voted unanimously to approve the
transaction with Roche and to “adopt the resolutions
subject to final confirmation by MST’s counsel that it
1s satisfied with the documentation in connection
with the [p]roposed [t]ransaction.”75

Later that day, IGEN and Roche consummated
their complex transaction, which was memorialized
in approximately 145 documents.”® MSD and MST
were signatories to five of those documents.”7 As a
result of the transaction, IGEN’s shareholders received

shares in BioVeris and over $1 billion in cash from
Roche. In addition, IGEN agreed to provide MSD

73 JTX 249 at BV0054366.
4 1d.

5 Id. at BV0054369.

76 JTX 287.

7T These documents were: (1) the Global Consent and
Agreement (JTX 258); (2) the Joinder to the Ongoing Litigation
Agreement (JTX 257); (3) the Covenants Not to Sue (JTX 265);
(4) a July 24, 2003 Letter Agreement (JTX 260); and (5) the
Consent to the 2003 License Agreement (JTX 263).
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with $37.5 million in funding. None of the documents
called for Roche to pay, nor did Roche pay, any
compensation to MSD.

8. The 2003 License Agreement

The document most relevant to this litigation is the
license agreement that IGEN and Roche executed as
part of the overall 2003 transaction (the “License
Agreement” or “2003 License Agreement”). The
License Agreement identifies two “Parties,” IGEN
and Roche,’”® and defines the term “Affiliates” to
exclude specifically MSD and MST.”™ Section 2.1 of
the agreement, entitled License Grant, states:

During the term of this Agreement, and subject
to the terms and conditions of this Agreement,
IGEN and its Affiliates grant to [Roche], only
for use in the Field, an irrevocable, perpetual,
Non-Exclusive, worldwide, fully-paid, royalty-
free right and license under the Licensed ECL
Technology, to develop, have developed, prepare
derivative works based on, reproduce, use, manu-
facture, have manufactured, distribute, have
distributed, display, perform, modify, import, sell,
offer for sale, have sold, lease and otherwise
commercially exploit Products.80

78 JTX 263 at ROCHE0055861. Technically, IGEN’s counter-
party was IGEN LS LLC, an entity formed for the purpose of
effectuating the License Agreement. It is undisputed that, for
purposes of Plaintiffs’ claims, IGEN LS LLC and Roche may be
used interchangeably.

Id.
80 Id. at ROCHE00558617.
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The agreement defines “Licensed ECL Technology”
as “ECL Patent Rights®! and any and all proprietary
or confidential or technical information relating to
ECL Technology owned by IGEN or any of its
Affiliates or licensed to IGEN or any of its Affiliates
from a third party with the right to grant the licenses
under Section 2.1 hereof.”82

The term “Products” is defined to exclude expressly
“Multi-Array” technologies, meaning that the License
Agreement generally did not grant Roche any right
to, for example, make or sell products of the multi-
array kind produced by Meso.

In Section 2.6, Roche “covenant[ed] that it w[ould]
not, under any circumstances, actively advertise or
market the Products in fields other than those
included in the Field.”83 As its General Counsel,
Gottlieb Keller, acknowledged, Roche knew that the
License Agreement did not sanction the intentional
sale of Products outside of the Field.8¢ Regarding

81 This term essentially refers to a 27-page list of ECL-related
patents owned or controlled by IGEN and its Affiliates attached
as Exhibit A to the License Agreement. Id. at ROCHE0055890-
917.

82 Id. at ROCHEO0055866.

83 Id. at ROCHE0055870. The “Field” is defined as “analyzing
... specimens taken from a human body, including without lim-
itation, blood, bodily fluid or tissue, for the purpose of testing,
with respect to that human being, for a physiological or patho-
logical state, a congenital abnormality, safety and compatibility

of a treatment or to monitor therapeutic measures.” Id. at
ROCHEO0055865.

84 See, e.g., Tr. 780 (Keller) (“THE COURT: And was it your
understanding that Roche had a license from BioVeris in the
2003 license to operate intentionally outside that field? THE
WITNESS: No, definitely not intentionally.”). This also is
supported by the fact that the License Agreement required
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unintentional or unknowing sales of Products outside
of the Field, the License Agreement addressed that
1ssue in two separate provisions. Section 2.5(a) pro-
vides for both sides (i.e., Roche and IGEN) to agree
annually on an independent third-party to monitor
Roche’s compliance with the License Agreement (the
“Field Monitor”).85 Under Section 2.5(b), Roche under-
took to pay IGEN 65% of all “undisputed revenues
earned through out-of-Field sales of Products for the
prior year” identified by the Field Monitor.86 There
1s no mention of Meso in either Section 2.5(a) or (b).

Finally, the License Agreement also included a
“Consent By Meso Scale Diagnostics, LLC. And Meso
Scale Technologies LLC.” In this document, located
on a separate page after the Roche and IGEN signa-
ture blocks, MSD and MST “consent[ed] to the fore-
going License Agreement dated as of July 24, 2003
and “consent[ed] to and join[ed] in the licenses grant-
ed to [Roche] in the License Agreement.”87

9. Meso acquires BioVeris’s interest in MSD

On February 13, 2004, the 2003 transaction closed,
terminating the joint venture between IGEN and
MST, and causing BioVeris to assume IGEN’s 31%
interest in MSD. Shortly thereafter, MST exercised
its right to buy out BioVeris’s ownership in MSD, a

Roche to sell or place Products only with customers it “reason-
ably believed” would use the Products in the “Field.” JTX 263
at ROCHE0055869.

85 JTX 263 at ROCHE0055869.

86 Jd. This 65% figure was designed to prevent Roche from
profiting from out-of-Field sales. See Tr. 1052 (Nuechterlein)
(stating that the “65 percent royalty” “would essentially turn
over the profit from those sales to [IGEN].”).

87 JTX 263 at ROCHE0055887.
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process that was completed in December 2004.8%8 As
part of MST’s buyout of BioVeris’s stake in MSD,
three appraisers, Wilamette Management Associates
(“Wilamette”), Houlihan Lokey Howard & Zukin
(“Houlihan”), and Erickson Partners LLC (“Erick-
son”), were retained to value MSD. As part of the
appraisal process, MSD was asked to provide, among
other things, lists of its intellectual property and of
its key agreements. During that process MSD never
1dentified itself as a licensor under the 2003 License
Agreement.

10. The Field Monitor process and
out-of-Field sales

After the 2003 transaction closed, Roche undertook
several measures to attempt to ensure its compliance
with the Field limitations delineated in the 2003
License Agreement. These measures included pro-
viding certain training to its sales staff and placing
the requisite labels on its products and instruments.
In October 2004, Roche invited BioVeris to partici-
pate in the Field Monitor process, but BioVeris did
not respond. In October 2005, Roche issued a similar
invitation to BioVeris again. By this time, BioVeris
suspected that “Roche was selling ECL products
to customers who were using the products outside
the permitted field of use.”8® Accordingly, BioVeris
accepted Roche’s invitation, and in early 2006, the
two sides began the Field Monitor process.

Between 2004 and 2006, Meso had no contact with
Roche. On dJune 16, 2006, Wohlstadter and Meso
learned for the first time from BioVeris’s public
filings that an issue potentially existed regarding

88 JTX 601 at 9.
89 JTX 489 at 17.
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Roche selling out of Field.?© There is no evidence
that either of them had taken any affirmative steps
to monitor Roche’s sales before then. After learning
of the potential issue, Meso neither demanded that
Roche stop selling out-of-Field nor did it participate
in the Field Monitor process. Instead, Meso remained
a passive observer as BioVeris asserted its enforce-
ment rights under Section 2.5 of the License Agree-
ment. Meso took this relatively passive approach
even though its joint venture agreement with IGEN
had terminated when the 2003 transaction closed,
and, thus, its interests were not as strongly aligned
with BioVeris as they had been with IGEN before the
2003 transaction.

As BioVeris and Roche worked to determine the
scope of Roche’s liability for inadvertent out-of-Field
sales, the two sides began discussing a number of
possible solutions to their dispute. One such solution
proposed by BioVeris as early as July 2006 was for
Roche to acquire BioVeris.?1 Another structure Roche
and BioVeris considered was an expansion of the
2003 License Agreement. On October 2, 2006, Roche
sent BioVeris a draft agreement that would provide
Roche with “an expanded license for ECL technology
unencumbered by product or field limitations.”92
Similar to the 2003 License Agreement, the defini-
tion of “Parties” in the proposed expanded license did
not include either MSD or MST, and MSD and MST
would be asked to “consent to and join in the licenses,

90 Tr. 141 (Wohlstadter).

91 Jd. Roche first indicated it would consider acquiring Bio-
Veris in September 2006.

92 JTX 382 at FL0O047929.
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waivers, and releases” that BioVeris would be grant-
ing to Roche in the expanded license.%

The record shows that between October 2006 and
March 2007, BioVeris and Roche engaged in a “dual
track” process in which both sides considered simul-
taneously the possibility of Roche either acquiring
BioVeris or receiving an expanded license related to
ECL technology. For example, in late December
2006, Roche made a “preliminary non-binding pro-
posal” to acquire all of BioVeris for $400.7 million.%
In early January 2007, however, Roche asked Bio-
Veris to enter into a letter agreement with MSD and
MST in which the Meso entities would limit their
rights to restrict BioVeris’s “exercise of the Licensed
ECL Technology,” as defined in the License Agree-
ment.%

On February 27, 2007, BioVeris informed Roche
that if it wanted BioVeris to modify its relationship
with MSD, Roche should negotiate those changes
directly with MSD. This led Roche’s outside counsel
to conduct additional diligence on MSD.% There-
after, on March 8, 2007, Roche informed BioVeris
“that, for the time being, Roche was willing to pro-

93 Id. at FLL0047949.
94 JTX 489 at 18.

9 JTX 422 at FL0012486. In later correspondence, Roche
described the proposed letter agreement as a “key document”

because “Roche will be able to achieve freedom to operate only
with such a resolution with MSD.” JTX 439 at ROCHE0030613.

96 JTX 492 at ROCHE0100788. This additional diligence,
however, appears to have been limited to two lawyers spending
a single day reviewing Meso’s research summaries.



32a

ceed with [an acquisition of BioVeris] without obtain-
ing modifications with MSD.”97

Roche’s about-face with respect to the need to
mvolve Meso 1n its acquisition of BioVeris appears
to have been driven primarily by four factors. First,
BioVeris then was selling its “M-Series” instruments
for out-of-Field uses without any challenge or objec-
tion from Meso.9% These instruments used the same
single-cell, permanent electrode ECL technology that
BioVeris had licensed to Roche in the License
Agreement. Second, the Research Program that
potentially could be the source of “growing rights” for
MSD had terminated with the joint venture in 2004,
thus providing a clear limitation on the rights MSD
might procure through that component of the 1995
License.?® Third, BioVeris had represented to Roche
that, even if Roche acquired BioVeris, MSD did not
have any rights that would interfere with the deal
they were contemplating.190 Finally, notwithstand-
ing its less-than-exhaustive review of MSD’s research
summaries, Roche considered those summaries suffi-
ciently complete that it was confident that it could
achieve its goals regarding access to the necessary
ECL technology by acquiring BioVeris without
involving Meso at all.

On April 4, 2007, about a month after Roche

informed BioVeris that it was prepared to go ahead
with a deal without Meso, the two sides announced

97 Id.

98 JTX 364 at BV0021346. One of these uses was for clinical
trials. Id.

99 JTX 48 at MES000053171, MES000053202; JTX 260 at
ROCHE0056136.

100 JTX 443 at FL0012843, FL0012846.
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jointly that Roche had agreed to acquire BioVeris for
$599 million.101

11. Roche and Meso’s interactions
after the BioVeris transaction

Wohlstadter learned that Roche would be acquiring
BioVeris by way of a phone call from IGEN execu-
tives on the morning of April 4, 2007.192 Wohlstadter
was “very upset” that the two sides were executing a
deal without him and Meso. Nevertheless, neither he
nor Meso took any action to attempt to stop the deal
from closing. Rather, between June 20 and June 22,
2007, Wohlstadter wrote three letters to Roche seek-
ing assurances that Roche would honor BioVeris’s
contractual commitments to Meso.193 Notably, how-
ever, none of these letters specifically referred to the
2003 License Agreement, nor did they purport to
challenge the pending deal between Roche and Bio-
Veris.

On June 26, 2007, Roche’s acquisition of BioVeris
closed.1%4 Effective the same date, BioVeris granted
its new owner, Roche, a non-exclusive license to the
Licensed ECL Technology “for use in any and all
fields” subject to “the rights of MSD, MST, and Jacob
Wohlstadter under all pre-existing agreements.”105

After the acquisition closed, Meso and Roche
engaged in a series of negotiations about a number of
issues arising from the acquisition. These negotia-
tions included meetings, either in person or telephon-

101 JTX 476.

102 Ty, 151-52 (Wohlstadter).
103 JTX 5009.

104 JTX 520 at 2.

105 JTX 514 § 2.1.
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ically, in dJuly, August, October, and December of
2007, as well as January, March, April, and Decem-
ber 2008. Indeed, by as late as April 2009, Meso and
Roche still were attempting to reach a mutually
acceptable resolution to their dispute.19¢ Eventually,
however, Roche informed Meso that it had no inten-
tion of settling the dispute. Plaintiffs then com-
menced this litigation.

C. Procedural History

Plaintiffs initiated this action on June 22, 2010 by
filing their verified complaint (the “Complaint”). In
the Complaint, Plaintiffs asserted causes of action for
breach of the Global Consent (Count I) and breach
of the License Agreement (Count II), seeking both
monetary and equitable relief. On September 2,
2010, Defendants moved to dismiss the Complaint in
its entirety. I denied that motion in an April 8, 2011
Memorandum Opinion,107 but ordered that the prose-
cution of Count II be stayed pending a decision by a
New York arbitration panel on whether Plaintiffs
had standing to demand that the claims in that count
be arbitrated. In April and May 2012, the arbitra-
tion panel heard testimony from eight witnesses over
four days. On September 10, 2012, the arbitration
panel concluded that Meso’s claim for breach of the
License Agreement was not arbitrable.

After full discovery, on September 17, 2012, Defen-
dants moved for summary judgment on both counts
in the Complaint. At argument on Defendants’
motion on November 5, 2012, I confirmed the arbitra-
tion panel’s final award and lifted the stay as to

106 JTX 572.

107 Meso Scale Diagnostics v. Roche Diagnostics GmbH, 2011
WL 1348438, *19 (Del. Ch. Apr. 8, 2011).
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Count II. As to Count I, Defendants argued that
Roche’s acquisition of BioVeris did not breach the
terms of the Global Consent and that that count of
the Complaint was time-barred. Regarding Count II,
Defendants continued to assert that Plaintiffs are not
“Parties” to the 2003 License Agreement, and, thus,
have no standing to enforce its provisions. In a
Memorandum Opinion entered on February 22,
2013,108 T granted Defendants’ motion for summary
judgment as to Count I, but denied it as to Count II
on the grounds that the phrase “oin in the licenses
granted” in the consent attached to the License
Agreement is ambiguous as to whether it makes
Plaintiffs parties to the License Agreement.

From February 25 through March 1, 2013, I
presided over a five-day trial on Count II. After post-
trial briefing, counsel presented their final argu-
ments on November 8, 2013. This Memorandum
Opinion constitutes my post-trial findings of fact and
conclusions of law in this matter.

D. Parties’ Contentions

Meso argues that the plain meaning of its agree-
ment to “join in” the licenses granted to Roche in the
2003 License Agreement makes it a party to that
agreement with corresponding rights to enforce its
terms. Meso avers further that, even if it is not
considered a party to the License Agreement based
on the plain meaning of the consent, the parol
evidence presented at trial establishes that it, Roche,
and IGEN intended to have Meso license its ECL
rights to Roche and become a party to the License
Agreement. Alternatively, Meso asserts that if it
1s not a party to the entire License Agreement, the

108 Meso Scale Diagnostics v. Roche Diagnostics GmbH, 62
A.3d 62, 88 (Del. Ch. 2013).
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evidence shows that, at a minimum, it is a party
to Article 2, which contains the provisions of the
License Agreement Meso seeks to enforce through
this litigation. According to Meso, Defendants have
failed to offer any reasonable competing interpreta-
tion of the consent that would preclude a finding that
1t 1s a party to the License Agreement. Regarding
remedies for Defendants’ alleged breach of the
License Agreement, Meso argues that it is entitled to
both specific performance of the License Agreement’s
Field restrictions and Field Monitor provisions as
well as monetary damages. The monetary damages
would apply, at a minimum, to Roche’s intentional
out-of-Field sales since 2007. According to Meso,
those damages could be as high as $436 million.

In response, Defendants deny that Plaintiffs are, or
ever have been, parties to the 2003 License Agree-
ment and, thus, maintain that Plaintiffs have no
standing to enforce its provisions. Defendants con-
tend that the phrase “join in” does not have a singu-
lar meaning under New York law that automatically
would make Plaintiffs parties to the License Agree-
ment. Moreover, Defendants assert that parol evi-
dence, including, for example, the drafting history
of the License Agreement and the course of dealing
between Plaintiffs and Defendants after 2003, sup-
ports their interpretation of the agreement as not
including Plaintiffs as parties. Defendants also make
an alternative argument regarding Article 2 of the
License Agreement. According to Defendants, to the
extent Meso “joined in” the License Agreement at all,
they joined only the licenses granted in Article 2 and
none of the covenants in that Article that Meso now
seeks to enforce. Stated differently, Defendants aver
that, at most, Meso granted Roche certain rights, but
did so without obtaining any corresponding enforce-
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ment rights in return. As to potential remedies,
Defendants argue that, to the extent they are liable
for breach of contract, Meso only is entitled to nomi-
nal damages.

II. ANALYSIS

Both sides in this dispute agree that Meso’s breach
of contract claim is governed by New York law.
Thus, the focus of this litigation is whether, under
New York law, Roche is liable to Meso for breaching
the terms of the License Agreement. I address that
question next.

A. Legal Standard

To prevail on a claim for breach of contract, a
plaintiff must prove by a preponderance of the
evidence “the formation of a contract, performance
by the plaintiff, breach and resulting damage.”1%® In
this litigation, the key inquiry pertains to the first
element: did Meso become a party to the License
Agreement by virtue of the “join in” language in the
consent?!10 The two sides have advanced competing
constructions of the “oin in” language and have
asked this Court to interpret the License Agreement
to determine which side’s construction is more
reasonable.

109 McCormick v. Favreau, 919 N.Y.S.2d 572, 577 (App. Div.
2011).

110 Section 14.11 of the License Agreement, entitled “No
Third Party Beneficiary Rights,” states in relevant part that
“nothing in this Agreement is intended to confer upon any
person other than the Parties hereto and their respective
successors and permitted assigns, any benefit, right, or remedy
under or by reason of this Agreement.” JTX 263 § 14.11 at
ROCHEO0055885. Meso has not argued, nor could it argue, that
it has any right to enforce the License Agreement in any capacity
other than as a party.
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Under New York law, “[t]he fundamental, neutral
precept of contract interpretation is that agreements
are construed in accord with the parties’ intent.”!11
Because the written agreement itself is the best
evidence of the parties’ intent, “a written agreement
that is complete, clear and unambiguous on its face
must be enforced according to the plain meaning of
its terms.”’12 A contract is unambiguous if the lan-
guage 1t uses has “a definite and precise meaning,
unattended by danger of misconception in the pur-
port of the [agreement] itself, and concerning which
there 1s no reasonable basis for a difference of opin-
ion.”113  “Further, a contract should be ‘read as a
whole, and every part will be interpreted with refer-
ence to the whole; and if possible it will be so inter-
preted as to give effect to its general purpose.’”114
In that regard, “[t]he meaning of a writing may be
distorted where undue force is given to single words
or phrases.”115 “Parol evidence—evidence outside the
four corners of the document—is admissible only if a
court finds an ambiguity in the contract.”116

1Yl Greenfield v. Philles Records, Inc., 98 N. Y.2d 562, 569
(N.Y. 2002).

12 g,

113 Id. (quoting Breed v. Ins. Co. of N. Am., 46 N.Y.2d 351,
355 (N.Y. 1978)).

114 Bed Sqv. Bank v. Sommer, 8 N.Y.3d 318, 324 (N.Y. 2007)
(quoting Westmoreland Coal Co. v. Entech, Inc., 100 N.Y.2d 352,
358 (N.Y. 2003)).

115 Westmoreland Coal Co., 100 N.Y.2d at 358.

116 Schron v. Troutman Sanders LLP, 20 N.Y.3d 430, 436
(N.Y. 2013). Parol evidence includes, but is not limited to, the
parties’ negotiating history and earlier drafts of the agreement
that requires interpretation.
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B. Meso is Not a Party to the
Entire License Agreement

Throughout this litigation, Meso has argued that it
is a party to the License Agreement by virtue of the
“join in” language in the consent attached to that
agreement. As an initial matter, I note that Meso did
not “join in” the License Agreement in its entirety.
It only “consented” to the License Agreement as a
whole, and “join[ed] in the licenses granted . . . in the
License Agreement.”’'” Thus, even assuming that
the phrase “join in” is sufficient to make Meso a
party to the License Agreement, I find unpersuasive
Meso’s assertion that that phrase makes them a
party to the entire License Agreement when the
phrase was used only to describe Meso’s relationship
with the “licenses granted,” and specifically was
not utilized to explain Meso’s status relative to the
License Agreement as a whole.118

It is of great significance, however, that the arbi-
tration panel already has determined that Meso is

17 JTX 263 at ROCHE0055887.

118 Meso argues that because the “License Grant” in Section
2.1 makes the licenses granted “subject to the terms and condi-
tions of this Agreement,” that by “joining in” the licenses grant-
ed, Meso, in effect, joined in the entire License Agreement. One
flaw with this interpretation of the “join in” phrase is that it
arguably renders Meso’s “consent to” the License Agreement
superfluous. If Meso “joined in” the entire License Agreement
as a party, its additional “consent to” the agreement would
be meaningless because it already would have expressed its
acceptance of the License Agreement by becoming a party to
each of its provisions. Thus, the License Agreement arguably is
ambiguous as to whether “join[ing] in the licenses granted” is
equivalent to “joining in” the entire agreement. Any ambiguity
in that regard, however, was resolved by the decision of the
arbitration panel, which I discuss next.
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not a party to at least one section of the License
Agreement. Section 6.2(b) of the License Agreement
states that:

Any dispute or other matter in question between
[Roche] and IGEN arising out of or relating to the
formation, interpretation, performance, or breach
of this Agreement, whether such dispute or
matter arises before or after termination of this
Agreement, shall be resolved solely by arbitra-
tion if the Parties are unable to resolve the dis-
pute through negotiation pursuant to Section 6.1
hereof.119

Meso litigated before an arbitration panel the issue
of whether it was a party to the License Agreement
in the sense that it had a corresponding right to
invoke Section 6.2 of the agreement for purposes of
resolving its breach of contract claim (i.e., Count II of
the Complaint) against Roche. As noted in this
Court’s February 22, 2013 decision regarding Roche’s
motion for summary judgment,

[t]he Arbitration Panel was tasked with deter-
mining whether or not the dispute as to Count II
was arbitrable. The Panel ultimately determined
that they did not have jurisdiction to hear the
[breach of the License Agreement] claims. They
based that determination, at least in part, on a
finding that when MSD and MST consented to
and “join[ed] in the licenses granted” in the
[License Agreement], they did not also become
parties to the arbitration provision in that agree-

119 Id. at ROCHE0055871-72.
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ment. That finding is entitled to issue-preclusive
effect here.120

Therefore, at a minimum, it has been determined
conclusively that Meso is not a party to Section 6.2 of
the License Agreement, and, thus, it is not a party to
the entire License Agreement. That determination,
however, is not dispositive as to Meso’s claims here
because “the promises Meso seeks to enforce are
found in §§ 2.5 and 2.6” of the License Agreement.121
Accordingly, although Meso is not a party to the
entire License Agreement, I still must consider
whether Meso 1s a party to some or all of Article 2
and has the right to enforce Sections 2.5 and 2.6.

C. Whether Meso is a Party to Any Part
or All of Article 2 is Ambiguous

Meso and Roche agree that, in the phrase “consent
to and join in the licenses granted” used in the con-
sent attached to the License Agreement, the terms

120 Meso Scale Diagnostics, LLC v. Roche Diagnostics GmbH,
62 A.3d 62, 90 (Del. Ch. 2013) (emphasis added). There has
been no showing that this determination was clearly erroneous
or that there has been an important change in circumstances
that would warrant a different outcome. As such, my conclusion
as to the preclusive effect of the arbitration panel’s decision is
law of the case. See Hamilton v. State, 831 A.2d 881, 889 (Del.
2003) (“The prior rulings of a court must stand unless those
rulings were clearly in error or there has been an important
change in circumstance.”) (internal quotations and citations
omitted).

121 P1s.” Opening Br. 31. In that regard, the arbitration panel
did not make any determination entitled to issue-preclusive
effect in this litigation as to whether Meso was a party to any
part of the License Agreement other than Section 6.2. Meso
Scale Diagnostics, 62 A.3d at 90.
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“consent to” and “join in” have different meanings.122
Meso avers, however, that by agreeing to “join in the
licenses granted” it became a party to all of Article 2
of the License Agreement and obtained correspond-
ing enforcement rights. Roche disagrees. In support
of its argument, Meso cites case law supporting the
proposition that “one who joins in a contract between
two other parties by assuming obligations under that
contract becomes a party with the same correspond-
ing rights and obligations as the other parties.”!23 In
response, Roche contends that “the most reasonable
construction [of join in’] is that the term was intend-
ed to mean something more than mere consent but
less than becoming a party and obtaining enforce-
ment rights.”124 This interpretation, according to
Roche, comports with the terms of the License
Agreement as a whole, which contemplates IGEN
being Roche’s sole licensor of ECL Technology. Roche
asserts further that, to the extent Meso is a party to
the License Agreement, it only is a party to the
license grant provisions, Sections 2.1 and 2.7, and
has no rights to enforce the terms of Sections 2.5 and
2.6.

The Court’s first task in resolving the disparity
between the competing interpretations of the License

122 This is consistent with the “presumption against surplus-
age,” a recognized canon of contract construction under New
York law. See Olin Corp. v. Am. Home Assurance Co., 704 F.3d
89, 99 (2d Cir. 2012) (quoting LaSalle Bank Nat’l Ass’n v.
Nomura Asset Capital Corp., 424 F.3d 195, 206 (2d Cir. 2005)
(“Any interpretation of a contract that ‘has the effect of render-
ing at least one clause superfluous or meaningless ... is not
preferred and will be avoided if possible.””)).

123 Pls.” Opening Br. 22-23.
124 Defs.” Opening Br. 26.
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Agreement advanced by Meso and Roche is to decide
whether the relevant language of the License Agree-
ment is ambiguous. In ruling on Roche’s motion for
summary judgment, I held explicitly that “the mean-
ing of the join in the licenses granted’ language” in
the consent “attached to the [License Agreement] is
ambiguous,” and that “it will be necessary to consider
extrinsic evidence on the question of MSD and MST’s
ability to enforce the License Agreement.”125 Based
on the evidence and arguments presented at trial, I
adhere to that prior holding.

Initially, I note that the term “join in” does not
appear to have a singular meaning under New York
law.126 In addition, neither side to this dispute has
presented evidence that “join in” is a term of art with
a specific meaning in the context of this litigation.127
Nevertheless, relying heavily on a decision of the
United Stated District Court for the District of
Columbia in Institut Pasteur v. Chiron Corp.,128 Meso
argues that based on the “join in” language, it is, as

125 Meso Scale Diagnostics, LLC v. Roche Diagnostics GmbH,
62 A.3d 62, 93 (Del. Ch. 2013).

126 See, e.g., New York Cent. R. Co. v. New York, N.H. & H.R.
Co., 208 N.Y.S.2d 605, 616 (N.Y. Sup. Ct. 1960), modified, 216
N.Y.S.2d 928 (N.Y. App. Div. 1961) (recognizing that although
based on the facts of the case “[t]he court need not explore the
countless varied associations in which the phrase [‘to join’]
might be used, nor conjecture the varied possibilities of its
significance,” “‘to join’ may be passive in significance or it may
denote active participation in formulation of an activity.”).

127 In fact, there was no evidence presented at trial that any
of Meso, IGEN, or Roche ever had any discussions, oral or writ-
ten, regarding the meaning of “join in” during the negotiations
that led up to the 2003 transaction.

128 2005 WL 366968 (D.D.C. Feb. 16, 2005).
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a matter of law, a party to at least Article 2 of the
License Agreement. I disagree.

In Institut Pasteur, the issue before the District
Court was whether Institut Pasteur was bound by an
arbitration agreement in a 1993 cross-license agree-
ment that it had signed. Although the preface of
the cross-license did not list Institut Pasteur as one
of the entities which the agreement was “made by
and among,” the preface concluded with a statement
that Institut Pasteur “joins in this Agreement for the
purposes set forth herein.”129 The body of the agree-
ment itself contained numerous specific references to
Institut Pasteur, which the District Court found gave
“rise to clear rights and obligations on the part of
Institut Pasteur.”t30 In addition, Institut Pasteur
signed the cross-license agreement in the same place
in the document as the other “parties” to the agree-
ment,131

In a post-trial decision, the court in Institut
Pasteur, after considering extensive parol evidence,
found that Institut Pasteur was a party to the cross-
license agreement and was bound by its arbitration
provision. One of several factors relied on by the
Institut Pasteur court in reaching that conclusion
was that Institut Pasteur had assumed a number
of obligations within the body of the cross-license
agreement itself.132 In that context, the District

129 [d. at *2.
130 1d. at *10.

131 Id. at *3. The only difference between Institut Pasteur’s
signature block and the other signature blocks was that it had

the phrase “For Approval and as to Section 2.8” written above
it. Id.

132 The court in Institut Pasteur also noted, among other
things, that: (1) Institut Pasteur’s signature appeared in the
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Court stated that “[tlhere is no authority for the
notion that an individual or company can ‘oin in’ a
contract—at least in the sense of assuming obliga-
tions directly under the contract—in some capacity
other than as a party.”133

Institut Pasteur does not compel the conclusion
that Meso unambiguously is a party to the License
Agreement. I note, for example, that the “join in”
language in Institut Pasteur arguably was more
definitive than the analogous language in this case.
Furthermore, Institut Pasteur was mentioned numer-
ous times in the body of the agreement at issue, and
Institut Pasteur signed the agreement in the same
manner as the other “parties” to that agreement.
Nevertheless, the court still found the agreement
ambiguous and, therefore, considered parol evidence.
The textual support for Meso’s argument that it is a
party to the License Agreement is not nearly as
strong as it was for the plaintiff in Institut Pasteur.
Thus, the need to consider parol evidence in this
litigation is manifest. Moreover, it is unclear what,
if any, obligations Meso assumed “directly under the”
License Agreement by agreeing to “join in” the
licenses granted thereunder. In Institut Pasteur, the
cross-license agreement explicitly referenced Institut
Pasteur’s obligations. In this case, Meso’s “obliga-

agreement itself, under language reading “the parties have
duly executed this Agreement on the date(s) written below”;
(2) Institut Pasteur was involved with the negotiations of the
cross-license agreement from the inception of the negotiations
and was involved specifically in negotiations surrounding the
arbitration provision; and (3) Institut Pasteur had described
itself as a party to the cross-license agreement in at least one
communication with another party to the agreement after its
execution.

133 Institut Pasteur, 2005 WL 366968 at *11.
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tions” are contained in a separately executed “con-
sent” attached to the License Agreement. Contrary to
Meso’s assertions otherwise,34 I consider that fact a
relevant distinction.

In addition, the License Agreement not only speci-
fies that it is “by and between” IGEN and Roche, but
also goes further to define the “Parties” as IGEN and
Roche. Meso does not appear in the body of the
License Agreement in any meaningful way, and it
signed a “consent” that was attached to the License
Agreement, not the agreement itself.13> Furthermore,

134 Meso cites the case of Jasper v. Bovina Music, Inc., 314
F.3d 42 (2d Cir. 2002), in support of its argument that it is
irrelevant that Meso signed the consent and not the License
Agreement itself. In Jasper, certain individuals were deemed
signatories to a contract between other parties based on their
having executed an “addendum” to that contract which stated
that the individuals signing the addendum “assent[ed] to the
execution of [the] agreement and agree[d] to be bound by the
terms and conditions thereof.” Id. at 45-46. The consent signed
by Meso is readily distinguishable from the “addendum” in
Jasper, because the consent lacks clear and unequivocal
language that Meso is agreeing to be “bound by the terms and
conditions” of the License Agreement as a party.

135 In that regard, this case also is distinguishable from
Digene Corp. v. Ventana Med. Sys., Inc., 316 F. Supp. 2d 174 (D.
Del. 2004). In Digene, another post-trial decision in which parol
evidence was utilized to interpret a contract, the court recog-
nized that “New York law has long held that a signatory may
be bound by, and thus a party to, a contract, even though the
signatory is not named as a party in the body of the contract.”
Id. at 183. On that basis, in conjunction with certain judicial
admissions made by one of the parties and the parties’ course
of conduct after execution of the agreement at issue, the court
in Digene found that a signatory to the agreement itself was a
party to that agreement despite not being named as such in the
body of the contract. Therefore, Digene holds only that a signa-
tory may be a party to a contract even if it is not identified as
such in the agreement itself, not that, in general, it must be a
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other than the “join in” reference, the consent here is
devoid of language suggesting that Meso is a party to
or bound by the License Agreement. Based on these
facts, one reasonable construction of the consent to
the License Agreement is that Meso, consistent with
Roche’s interpretation of the consent, never became a
party to the License Agreement by virtue of “joining
in” the licenses that were being granted. On the
other hand, based on the case law that Meso has
cited and the lack of clarity in some of the contrac-
tual language in dispute, I cannot say from the four
corners of the consent and other relevant documents
that Meso’s claim to being a party to the License
Agreement is necessarily unreasonable. Therefore,
because the consent to the License Agreement is
ambiguous as to whether it makes Meso, in any way,
a party to the License Agreement, I must analyze
the relevant documents and related parol evidence
to resolve that ambiguity and determine the most
reasonable interpretation of the consent.

party or even that it likely will be a party. As it pertains to this
litigation specifically, I note that Meso signed an attached
consent, not the License Agreement itself. Furthermore, Digene
has been distinguished by at least one court, which held that a
more accurate statement of New York law is that “where a third
party merely annexes his name to a contract in the body of
which he i1s not mentioned, and which is a complete contract
between other parties signing it and mentioned in it, such third
person does not thereby become a party to the efficient and
operative parts of the contract, his signature in such case being
only an expression of assent to the act of the parties making the
contract.” In re Palmdale Hills Prop., 2011 WL 7478771, at *7
(Bankr. C.D. Cal. Nov. 3, 2011) (quoting In re Wirth, 355 B.R.
60, 63-64 (N.D. I1l. 2005)).
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D. The Drafting History of the License
Agreement Supports the Conclusion that
Meso Did Not Become A Party To the
License Agreement Through the “Join In”
Language in the Consent

Before turning to the drafting history of the
License Agreement itself, it is helpful to frame the
context in which the negotiations regarding the 2003
transaction and the License Agreement took place.
The record shows that, from Roche’s perspective, a
fundamental purpose of the 2003 transaction was
to obtain sufficient ECL-related rights such that it
could operate inside of the defined Field without
interference from IGEN or Meso. At the time the
2003 transaction was being negotiated, Meso’s ECL-
related rights pertained largely to the use of ECL
outside of the Field (i.e., in regard to Multi-Array
Assays)136 and Meso, a significantly smaller and less
established company than Roche, wished to avoid
having to compete with Roche in areas related to
Multi-Array Assays, where Meso historically had
been engaged in ECL-related research and develop-
ment.137

Against the background of this difference in focus
(Roche on in-Field ECL use and Meso on Roche’s
potential out-of-Field ECL use), during the negotia-
tions leading up to the 2003 transaction, it was
uncertain what, if any, in-Field ECL-related rights

136 The term Multi—-Array Assay is defined in Section 1.9 of
the License Agreement.

137 One area of particular importance to Meso appears to
have been clinical trials related to the development and approval
of pharmaceutical drugs. Such clinical trials are excluded
expressly from the definition of “Field.” JTX 263 § 1.7(b) at
ROCHEO0055865.
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Meso had. This uncertainty stemmed from two
things: (1) the amorphous scope of Meso’s Research
Program and Research Technologies under the 1995
License Agreement, as amended; and (2) the un-
known scope of Meso’s “springing rights” under that
agreement. At the time of the negotiations, the rela-
tively inexact nature of Meso’s “springing rights”
threatened to, at a minimum, create uncertainty as
to Roche’s ability to operate uninhibitedly within the
Field in the future. If Meso’s “springing rights” came
to fruition after Roche’s execution of the License
Agreement with IGEN, it was conceivable that the
License Agreement itself would not give Roche the
in-Field protection it wanted for the entirety of the
agreement’s duration.

Therefore, at the time the 2003 transaction was
being negotiated, Roche seems to have tried to
ensure that Meso’s ill-defined ECL-related rights,
both then and in the future, would not preclude
Roche from enjoying the unfettered use of ECL Tech-
nology in the Field that it desired. Roche’s need to
resolve or mitigate these uncertainties, and the
manner in which it attempted to do so, lies at the
heart of this dispute. From Meso’s perspective,
communications with IGEN and the JVOC focused
primarily on minimizing out-of-Field activities by
Roche. With that framework in mind, I turn to an
examination of the License Agreement’s drafting
history.

1. The early negotiating documents

In arguing that the drafting history of the License
Agreement supports its construction of the attached
consent, Meso relies most prominently on two docu-
ments prepared by IGEN: a November 23, 2002
“Summary of Key Differences between IGEN and
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Roche Drafts of License Agreements between [[GEN]
and [Roche]”13% and a January 17, 2003 mark-up of a
draft license agreement.!3® In the “Summary of Key
Differences,” IGEN observed that Roche, in its most
recent proposed draft of the License Agreement,
wanted a “grant of rights from both IGEN and its
Affiliates,”140 and that Roche wanted “MSD and MST
to join in the License Agreement (both licenses and
covenants not to sue).”'4l The January 17 mark-up
contained a comment from IGEN in Section 2.1,
the grant clause, stating that “Roche is concerned
(1) that there are springing exclusive rights in Meso
that would preclude granting of these non-exclusive
rights to Roche. . . .”142 According to Meso, these docu-
ments show that Roche wanted Meso to “join in” the
licenses granted so that it could obtain a license from
Meso. The documents, however, do not constitute
meaningful evidence in support of that proposition.143

138 JTX 104 at CSM0033045.
139 JTX 118.

140 JTX 104 at CSMO0033048. In this draft of the License
Agreement, the definition of “Affiliates” included MSD and
MST. Id. at CSM0033021.

141 Id. at CSM0033052.
142 JTX 118 at ROCHE0038195.

143 T note initially that the most recent of these documents
was prepared in January 2003, approximately six months
before the License Agreement was finalized. In the six months
between the January 2003 draft and the announcement of the
2003 transaction, Roche and IGEN, on behalf of itself and Meso,
engaged In extensive negotiations surrounding the License
Agreement that resulted in material changes to the content of
that agreement. This fact also undercuts the probative value of
Meso’s evidence for purposes of deciding its breach of contract
claim.
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As to the “Summary of Key Differences,” the
evidence suggests that Roche had never seen that
document before this litigation,44 and the language
that Meso emphasizes from the chart merely parrots
the language used in the body of a November 2002
markup itself. In other words, the document reflects
no analysis or interpretation of the relevant lan-
guage, just a mechanical copying and pasting of it.
Therefore, the “Summary of Key Differences” pro-
vides little, if any, insight about IGEN’s “understand-
ing” of what Roche was pursuing from Meso. Regard-
ing the January 17 mark-up, the fact that IGEN
recognized that Roche had concerns about Meso’s
“potential springing rights,” in and of itself, does not
assist the Court in determining the most reasonable
interpretation of “join in.”145 In this draft, Roche did
ask for a grant of rights from IGEN and its “Affili-
ates.” Yet, the “join in” language appeared in the
same consent in which there was proposed language
to the effect that Meso had no rights in the ECL
Technology being licensed to Roche and a footnote
indicating that Roche was “considering whether a
formal license of ECL Technology from MSD/MST to
[Roche] may be necessary to assure [Roche]’s access
to all ECL Technology.”146 Read as a whole, the

144 Ty, 615-16 (Steinmetz)

145 Ag of January 17, 2003, Section 9.6 of the License Agree-
ment, which contains important representations and warranties
by IGEN about its ability to grant the licenses contemplated in
the License Agreement, was not in final form. Compare JTX 118
§ 9.6 at ROCHE0038205 and JTX 263 § 9.6 at ROCHE0055877.
The final version of Section 9.6 arguably reduced or eliminated
the uncertainty Roche had concerning IGEN’s ability to grant
the necessary licenses and concomitantly the need for Roche to
obtain a grant of rights from Meso.

146 JTX 118 at ROCHE0038211.
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January 17 mark-up raises several questions about
the meaning of “join in,” such as: (1) if Meso explicitly
was granting rights to Roche in the body of the draft,
what added benefit would be provided by Meso “join-
ing in” the licenses granted?; (2) why would Roche
ask for a grant of rights from Meso when it was ask-
ing simultaneously that Meso represent that it had
no relevant rights in ECL Technology?; and (3) why
would Roche consider seeking a formal license from
Meso if it believed that Meso was a party to the
license agreement and had given it a license by
virtue of “joining in” the licenses granted? In sum,
the January 17 mark-up is neither conclusive nor
persuasive evidence that Roche intended to make
Meso a party to the License Agreement through the
“join in” language in the consent.

The November 2002 and January 2003 documents
Meso relies upon, therefore, provide minimal, if any,
support for an inference that IGEN’s understanding
of Roche’s position as to the License Agreement at
that time was that Roche wanted a license from Meso
and wanted Meso to be a party to the License
Agreement. Moreover, the weight of that evidence is
undermined significantly by the fact that not a single
IGEN representative testified that they believed that
Meso was a party to the License Agreement or that
Roche was seeking a license from Meso. To the
contrary, IGEN’s CFO and General Counsel each
credibly denied that Meso was a party to the License
Agreement or a licensor thereunder.14” Thus, regard-

147 Migausky Dep. 43; Abdun-Nabi Dep. 283. Abdun-Nabi
was not involved in negotiating the consent and had no specific
understanding of what “join in” was supposed to mean. Abdun-
Nabi Dep. 238, 249. Nevertheless, as IGEN’s General Counsel,
Abdun-Nabi was familiar with the overall purpose and scope of
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less of what objectives IGEN may have thought
Roche was pursuing at some earlier stage in the
negotiations,48 the weight of the evidence supports
the conclusion that when the License Agreement was

the 2003 transaction generally, and the License Agreement spe-
cifically. Therefore, I find Abdun-Nabi’s general understanding
of Meso’s relation to the License Agreement, as stated in the
following exchange, to be credible and helpful in deciding the
issue before me: “Q: So fair to say that you don’t have a position
on how the phrase consent to and join in the licenses granted in
the license agreement should be interpreted in this litigation?
A: Well, what I would say is that it should not be interpreted as
though they were a full party to the license agreement, because
to me, that was never my understanding, nor do I think it was
our board’s understanding, nor do I think it’s consistent with
anything that we publicly disclosed. They were not parties to
the license agreement. They were being asked to provide certain
assurances and consents and waivers to give Roche comfort that
what they were getting was what they sought. And we never
disclosed it as they were parties to this agreement or they had
underlying rights to the agreement. We never—I never under-
stood that. I never communicated that to the board, to my
recollection. But there were some ancillary assurances that
Roche was seeking, sought, negotiated for and secured, and MSD
and MST and Jacob were in active discussions around that, and
ultimately agreed to whatever language that is here ...” Id. at
282-83 (emphasis added). In addition, the fact that Abdun-Nabi
was not involved in any detailed negotiations over the consent
supports the conclusion that the consent did not make Meso a
party to the License Agreement. If Meso was made a party to
the License Agreement, that would affect both Roche’s and
IGEN’s rights under the agreement. There is no evidence to
support the inference that, in this highly negotiated transac-
tion, IGEN was willing to allow Roche to add additional parties
to the License Agreement without its explicit knowledge or
consent (or at a minimum, the knowledge or consent of its
General Counsel).

148 As of January 2003, Meso had not yet signed a confidenti-
ality agreement with Roche and was not participating, at least
directly, in the negotiations over the License Agreement.
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finalized in July 2003, IGEN, like Roche, did not
believe Meso was a party to that agreement or other-
wise had the right to enforce its provisions.

2. The documents regarding the nature
of the ECL Technology

Exhibit A to the License Agreement, entitled “ECL
Patent Rights” is a 27-page list of IGEN’s patents
related to ECL technology. In Section 9.7 of the
agreement, to which Meso consented, IGEN repre-
sented and warranted to Roche that “Exhibit A
includes all patents and patent applications which:
(a) exist at or prior to the Effective Time; (b) are
owned and/or controlled by IGEN and/or any Affiliate
thereof; and (c) cover ECL Technology.”149

As discussed supra, Roche wanted a license to any
ECL Technology that IGEN possessed in the Field to
commercially exploit Products.150 The License Agree-
ment defined “Product(s)” to mean “ECL Instruments,
service of ECL Instruments and spare parts; and
ECL Assays.”’®? The agreement also defined “ECL
Assays” as not including “a Multi-Array Assay” and
an “ECL Instrument” as an instrument that, among
other things, “cannot perform any Multi-Array
Assay.”2 Generally speaking, in 2003, Meso’s busi-

149 JTX 263 § 9.7 at ROCHE0055878 (emphasis added).

150 Jd. § 2.1 at ROCHE0055867. This finding is supported
further by the fact that the License Agreement provides that if
it is discovered that any patents or patent applications have
been omitted from Exhibit A, Roche automatically is entitled
to a license to those patents and patent applications as of
the date the License Agreement was executed. Id. § 9.7 at
ROCHEO0055878.

151 4. § 1.13 at ROCHE0055867.

152 Id. §§1.3(c)(vii) at ROCHE0055863; 1.4(a)(vii) at
ROCHE0055864.
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ness involved predominantly Multi-Array Assays
which were outside of the Field.

The requirement in the License Agreement that
IGEN list each of the patents and patent applications
that it or an Affiliate owned or controlled covering
ECL Technology supports a reasonable inference that
1t was a condition precedent for Roche to understand
the scope of rights it was receiving before accepting a
license from a potential licensor of ECL Technology
(or any other) rights. Conspicuously absent from the
License Agreement, the consent, any of the other key
documents from the 2003 transaction, or any draft
of any of those documents, is a similar list or other
description of Meso’s rights in ECL Technology.
Without a list or description of Meso’'s ECL-related
rights associated with any of the 2003 transaction
documents, the question becomes, if Meso, as it
argues, became a party to the License Agreement
and granted Roche a license, what rights did it grant
to Roche? Meso argues that it did not provide Roche
with a document comparable to Exhibit A to the
License Agreement because Roche simply wanted a
grant of whatever in-Field ECL rights Meso had.
This argument, however, is unavailing for at least
three reasons.

First, the 2003 transaction consisted of several
complex, interrelated transactions, whose values in
the aggregate exceeded $1 billion, and all of which
were negotiated heavily by sophisticated parties with
the assistance of counsel. The License Agreement
was one of the most, if not the most, important
elements of the 2003 transaction. In that context, the
notion that Roche wished to make Meso a party to
the License Agreement less than explicitly to obtain
an unspecified and unverified grant of rights is not
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credible. Second, neither the consent nor any drafts
of the consent contain any indication that Meso was
granting Roche a license to all of its rights in ECL
Technology in the Field or otherwise. Finally, Roche
actually wanted rights (albeit limited by the Field)
to all of IGEN’s technology, yet it still insisted on a
detailed list of what those rights were and repre-
sentations and warranties as to the completeness of
that list.153 With one possible exception, Meso has
advanced no cogent argument that explains satis-
factorily why Roche would treat IGEN and Meso
so differently in terms of requiring them to verify
the rights that they were granting to Roche under
the License Agreement.!® Overall, however, Meso’s
failure to produce a document comparable to IGEN’s
Exhibit A is another factor weighing against a find-
ing that Meso was intended to be made a party to the
License Agreement by the “join in” language.

153 Roche proposed Section 9.7 of the License Agreement,
entitled “Completeness of Exhibit A” on May 20, 2003. JTX 182
at MESO00009438. By that time, Meso had signed a confiden-
tiality agreement with Roche and was included in distributions
of mark-ups of the draft License Agreement. Therefore, Meso
was aware of the importance Roche placed on having a detailed
understanding of the rights to which it was obtaining a license.

154 That exception is that Roche recognized that whatever
rights Meso might have relevant to the Field would stem from
the 1995 Agreement. In particular, it was possible that Meso
might acquire certain “springing rights” pertaining to the Field
in the future, if certain contingencies were satisfied. There is
no reliable evidence in the record that any such rights had
materialized definitively as of July 2003 when IGEN and Roche
entered into the License Agreement. In these circumstances,
IGEN and Roche may have concluded that the consent attached
to the License Agreement that Meso signed adequately protect-
ed Roche’s expectations.
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3. Key sections of the License Agreement

At least three additional aspects of the drafting
history that support Roche’s interpretation of the
“join in” language in the consent deserve discussion.
First, by May 8, 2003, the definition of an IGEN
“Affiliate” in the draft License Agreement had
changed from specifically including MSD and MST to
explicitly excluding them.155 Notwithstanding this
change, the grantors of the license under the agree-
ment continued to be “IGEN and its Affiliates”156
from that point until the License Agreement became
final.157 Thus, while Meso argues that Roche wanted
to protect itself by making Meso a party to the
License Agreement and obtaining a license from
Meso, this drafting history and the absence of any
modification to any other portion of the agreement to
reflect Meso’s putative party status seriously under-
mine Meso’s argument.1?8 Indeed, there is no evidence
that Roche, IGEN, or Meso made any change to the
License Agreement itself or to the consent after Meso
was removed from the definition of an IGEN Affiliate
that would support a reasonable inference that Meso
was a party to the agreement or was granting Roche
a license.'® Therefore, Roche’s agreement to exclude

155 JTX 163 § 1.1 at MESO00000777-78.
156 Iq. § 2.1 at MESO00000784.
157 JTX 263 § 2.1 at ROCHE0055867.

158 The same “join in” language appeared in drafts of the
consent both before and after IGEN, Roche, and Meso agreed to
remove Meso from the definition of Affiliate.

159 The record shows that the parties excluded MSD and
MST from the definition of an IGEN Affiliate because they
did not meet the requisite criteria set out in Section 1.1 of
the License Agreement. Tr. 608-10 (Steinmetz); Tr. 70-71
(Wohlstadter). The exclusion of Meso from that term, however,
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MSD and MST from the definition of an IGEN
Affiliate 1s inconsistent with Meso’s position that
Roche wanted Meso to become a party to the License
Agreement through the “join in” language in the
consent.

Second, Sections 2.5 and 2.6 of the License Agree-
ment, the sections that Meso wishes to enforce in this
litigation, remained largely unchanged from the time
that Meso signed a confidentiality agreement with
Roche until the execution of the final version of the
License Agreement. Therefore, Meso took no active
role in negotiating those key provisions. This seems
inconsistent with Meso’s purported role as a party
to, and licensor under, the License Agreement.160
Moreover, there was credible testimony that there
were never any discussions of Meso having enforce-
ment rights under Article 2, or any other Article or
Section, of the License Agreement.16l Meso’s lack of
involvement in negotiating the provisions of the
License Agreement it seeks to enforce, as well as the
lack of any discussion of Meso’s ability to enforce
those provisions, buttress my conclusion that Meso
was not intended to be a party to any part of the

also had the effect of removing Meso as an entity that, under
the plain language of the License Agreement, was granting
Roche rights, and relegating it to the status of an entity that
only had agreed to “consent to and join in” a license being
granted by others, namely IGEN and its Affiliates.

160 To the extent Wohlstadter participated in negotiating any
part of Article 2 before Meso signed a confidentiality agreement,
I already have found that such involvement was in his capacity
as a consultant to IGEN, not as a representative of Meso. See
note 38 supra and accompanying text.

161 Ty, 645 (Steinmetz); Tr. 876 (Ruetsch); Abdun-Nabi Dep.
121-23.
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License Agreement or to become a licensor to
Roche.162

Finally, on May 20, 2003, Roche proposed several
additions to Section 9.6 of the License Agreement, a
section addressing certain representations and war-
ranties made by IGEN. In its proposed language,
Roche sought additional representations and warran-
ties from IGEN that: (1) “the grant of rights and
licenses, and the performance of its obligations here-
under will not conflict with [IGEN’s] charter docu-
ments or any agreement, contract or other arrange-
ment to which it is a party or by which it is bound”;
and (2) “no consent, notice, approval, authorization,
waiver or permit, to or from any person, including,
but not limited to, any Governmental Entity or third
party holder of intellectual property rights is required
to be obtained or made by IGEN in connection with
its execution and delivery of this Agreement ... 163
These representations and warranties, with minor
modifications, were incorporated into the final version
of the License Agreement,164 subject to an indication
in § 9.6(1v) that the representations regarding con-
sents or approvals, excluded any “consents attached
hereto.” As discussed below, Meso requested that
change presumably to cover its consent. In any event,
the representations in Section 9.6 underscore the

162 This is particularly true as to Section 2.5, which, by
its plain language, only gives IGEN the right to invoke the
Field Monitor process or receive monetary compensation for
Roche’s inadvertent out-of-Field sales. JTX 263 §2.5 at
ROCHEO0055869. Indeed, Wohlstadter explicitly recognized this
fact in his July 16, 2003 memorandum to the JVOC. See JTX
210 9 6.

163 JTX 182 § 9.6 at MES000009438.
164 JTX 263 § 9.6 at ROCHE0055877-78.
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importance to Roche of assuring that IGEN could
grant Roche the rights in the Field that it sought.

Meso has offered no persuasive explanation why,
if it was understood that Meso was a party to the
License Agreement and was granting Roche a
license, Roche sought additional representations
and warranties from its obvious licensor, IGEN, but
not from Meso. Meso’s failure to provide such an
explanation is of particular note because Meso un-
questionably knew about the additional representa-
tions and warranties that Roche was seeking from
IGEN and even went so far as to comment on
them.165 Because Meso was aware that Roche had
concerns which it sought to ameliorate by obtaining
additional representations and warranties from
IGEN, it is unreasonable for Meso to have viewed
itself as a party to, or licensor under, the License
Agreement without having made similar representa-
tions and warranties to Roche.166

165 JTX 182 § 9.6 at MES000009438. The most significant
comment made by Meso was its suggestion that the phrase
“excluding any consents attached hereto” be added after the
reference to “no consent, notice, approval, authorization, waiver
or permit, to or from any person” in Section 9.6. Id. Meso’s
comment confirms that it was not a party to the License
Agreement. First, Meso itself recognized the document it was
signing was a “consent,” not a joinder or a license grant. Also,
Meso’s comment reveals its position that so long as IGEN
had Meso’s consent, IGEN’s representations and warranties in
Section 9.6 were true. By giving IGEN and Roche its consent,
Meso effectively agreed with IGEN’s representations in Section
9.6.

166 To the extent Meso argues that it did make those repre-
sentations and warranties by “joining in” the licenses granted
in the agreement, I find that argument unpersuasive. First,
Section 9.6 clearly states that IGEN, not Meso, is making the
representations and warranties. Second, in the Ongoing Litiga-
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Therefore, considered as a whole, the parol evi-
dence relating to the drafting history of the License
Agreement and the attached consent support the
conclusion that the parties did not intend the “join
in” language in the consent to make Meso a party to,
or licensor under, the License Agreement.

E. The Events of July 2003 Also Support
the Conclusion that Meso is Not a Party
to the License Agreement

On dJuly 9, 2003, the same day the Fourth Circuit
Court of Appeals affirmed its right to terminate
Roche’s license, IGEN purported to terminate the
1992 License Agreement. According to Meso’s inter-
pretation of the 1995 License Agreement it had with
IGEN, this termination activated its “springing
rights,” giving Meso an exclusive interest in all of the
ECL technology that previously had been licensed to
Roche. Yet, between July 9 and July 23, 2003, when
the License Agreement was executed, no significant
modifications were made to that document. Equally
significant, there is no evidence that any of Meso,
IGEN, or Roche ever discussed the implications of
the Fourth Circuit’s decision on the License Agree-
ment. Assuming Meso is correct that IGEN’s pur-

tion Agreement, discussed in more detail infra, Meso signed a
joinder in which it agreed it would be treated “as though it were
IGEN” for certain purposes. JTX 257 at MES000042496. Meso
made no such agreement as to the License Agreement. Finally,
Section 9.6(iii) is substantively identical to the representation
and warranty Meso made in the consent that it had not
“licensed, assigned, or otherwise disposed of any rights that . ..
would restrict or limit [Roche]’s exercise of the licenses granted
in the License Agreement.” JTX 263 at ROCHE0055887. Meso’s
representation in the consent would be entirely superfluous if it
also had been deemed to have made all of the representations
and warranties in Section 9.6.
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ported termination of the 1992 License Agreement
triggered its “springing rights” and gave it exclusive
rights to all of the ECL technology that previously
had been licensed to Roche in the 1992 License
Agreement, the notion that the then-proposed
agreement would not need to be amended or that
Meso, as a purported party to, and licensor under,
that agreement would not seek to engage in any sort
of direct negotiations with Roche is puzzling, at best.

A week after the Fourth Circuit affirmed IGEN’s
right to terminate the 1992 License Agreement, and
days before the new License Agreement was execut-
ed, Wohlstadter sent a memo to the JVOC demand-
ing compensation for his cooperation in connection
with the 2003 transaction. In that memo,
Wohlstadter referred no fewer than seven times to
the fact that IGEN was granting Roche a license, but
the document never stated that Meso was granting
Roche a license.167 Moreover, Wohlstadter made no
mention of Meso’s “springing rights,” or the signifi-
cant increase in the scope of its rights that Meso
apparently claims would have resulted from IGEN’s
termination of the 1992 License Agreement. If
Wohlstadter believed that Meso was a party to the
License Agreement and was granting Roche a license,
he undoubtedly would have made that point directly
in his memo, which was designed to present as com-
pelling a case as possible for compensation.

The fact that the memo was written to the JVOC,
rather than Roche, also calls into question Meso’s
assertion that it granted Roche a license in connec-

167 As discussed in Section LB.6 supra, Wohlstadter himself
also drew a distinction between “joining in” the licenses being
granted to Roche and “becoming a party” to several other
agreements.
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tion with the 2003 transaction. Although Roche paid
IGEN over $1 billion in connection with the 2003
transaction, it paid Meso nothing.168 Despite allegedly
having an exclusive interest in most, if not all, of the
rights to the ECL technology that Roche was pursu-
ing in the 2003 transaction and, thus, also having
significant leverage over Roche, there is no evidence
that Meso ever requested monetary compensation
from Roche or that Roche ever offered Meso mone-
tary compensation in exchange for its consents.169

168 Meso argues that it received valuable nonmonetary com-
pensation in the form of the Field restrictions for the license it
allegedly granted Roche. The record, however, does not support
that contention. The Field restrictions in the License Agree-
ment were negotiated by IGEN, not Meso. Thus, I do not find
credible Meso’s assertion that it was willing to accept Field
restrictions negotiated by IGEN primarily for IGEN’s benefit
as its sole form of compensation from Roche for granting it a
license to all of Meso’s ECL rights within the Field.

169 T note further that, although Meso argues it granted
Roche a license under the License Agreement, there is a notable
absence of evidence of direct communications between Meso and
Roche. IGEN and Roche communicated directly with one another
on a relatively frequent basis even outside of the direct negotia-
tions of the transaction documents. See, e.g., JTX 186, JTX 187,
JTX 200. In one such exchange in June 2003, Humer expressed
“concern” to Samuel Wohlstadter that because “some of the
leading participants on your side are not only acting as repre-
sentatives of IGEN, but also have an involvement in Meso, they
may well be less enthusiastic to defend the interest of IGEN
and its’ [sic] shareholders, than keeping an eye on possible
future developments with respect to Meso.” JTX 186 at
PA0000091. Humer asked that the elder Wohlstadter “help us
all to minimize any misunderstandings as we approach the final
rounds of negotiations.” Id. Samuel Wohlstadter responded
that “MSD representatives have participated at Roche’s request
in certain aspects of this transaction to ensure that Roche
obtains the consents that it desires. At no time during these
negotiations has any MSD representative controlled or influenced
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While Meso’s actions were inconsistent with those of
a party to the License Agreement that had granted a
license to Roche, they were entirely consistent with
those of an entity whose primary source of leverage
in the 2003 transaction was its ability to block a tax-
favored transaction structure that would benefit
IGEN’s shareholders. Therefore, the key events that
occurred shortly before the consummation of the
2003 transaction support the conclusion that IGEN,
Roche, and Meso did not intend to make Meso a
party to the License Agreement or to give it the
enforcement rights of a licensor under the terms of
that agreement through the “join in” language in the
consent.

F. The Other Agreements Executed By Meso
In Connection With the 2003 Transaction
Support the Conclusion that Meso is Not

a Party to the License Agreement

As stated supra, in addition to the consent to the
License Agreement, Meso also signed four other
documents as part of the 2003 transaction: (1) the
Global Consent and Agreement; (2) the Joinder to the
Ongoing Litigation Agreement; (3) the Covenants
Not to Sue; and (4) a July 24, 2003 letter agreement.
The contents of each of these documents support the
conclusion that Meso was not intended to be a party
to the License Agreement.170

these negotiations in any manner adverse to IGEN or its share-
holders.” JTX 187 at CSM0031184 (emphasis added). This
exchange is telling both for its substance (i.e., IGEN’s recogni-
tion that Meso is giving Roche consents, not a license) and for
the absence of any evidence of a similar discussion occurring
between Meso and Roche.

170 These documents are relevant because “[ulnder New York
law, all writings forming part of a single transaction are to be
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Meso signed the Global Consent and Agreement
(the “Global Consent”) as a party,!”! and designated
an address at which it could receive communications
related to that document.1’2 Meso did neither of these
things in relation to the License Agreement. Of
greater significance, however, is that in communica-
tions regarding the drafting of the Global Consent,
counsel for Meso, James McMillan, differentiated
between the License Agreement and Meso’s consent
thereto. For example, in a July 19, 2003 draft of the
Global Consent, McMillan proposed making “Consent
to License Agreement” a defined term meaning “the
Consent by [MSD] and [MST] attached to the License
Agreement.”1”3  The final version of the Global
Consent, for all intents and purposes, reflected
McMillan’s designation.174 Equally important,
McMillan defined the term “MSD Transaction Docu-
ments” with respect to MSD and MST as including
the “Consent to License Agreement,” but did not
mention the License Agreement.l”> Nor does any-
thing else in the Global Consent indicate that Meso

read together.” This Is Me, Inc. v. Taylor, 157 F.3d 139, 143 (2d
Cir. 1998). See also Nau v. Vulcan Rail & Constr. Co., 286 N.Y.
188, 197 (N.Y. 1941) (finding documents “executed at substan-
tially the same time,” and “related to the same subject-matter”
“were contemporaneous writings” that “must be read together
as one.”).

171 JTX 258 at MESO00042528.
172 Id. § 5.02 at MESO00042521.
173 JTX 224 at WH0062212 and WH0062217.

174 See JTX 258 at MES000042510 (stating “Consent to
License Agreement” means “the Consent by MSD and MST to
the License Agreement and attached thereto.”).

175 Id.; JTX 230 at CSMO0037147, 0037153 (McMillan com-
ments).
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became a party to the License Agreement or was, in
any way, a licensor to Roche.176

As with the License Agreement, there are only two
defined “Parties” in the Ongoing Litigation Agree-
ment: IGEN and Roche.l77 In contrast to the License
Agreement, however, the Ongoing Litigation Agree-
ment states expressly that it “shall not become effec-
tive unless and until . .. [it is] joined by [MSD] and
[MST] as evidenced by each of those companies
signing the Joinder set forth on the signature page
her[e]of.”17® Meso signed a page of the Ongoing Liti-
gation Agreement that contains the following, bolded
language: “JOINDER: Each of [MST] and [MSD]
joins this Ongoing Litigation Agreement solely to
confirm that it agrees to be bound by Section 3.3 and
Article 8 of this Agreement as though it were IGEN
for this purpose.”179

The document Meso signed in connection with the
License Agreement was labeled “Consent by [MSD]
and [MST].”180 The Ongoing Litigation Agreement,
however, shows that when those involved in the 2003
transaction wished to have a “non-Party” join and be

176 The same can be said of the July 24, 2003 letter agree-
ment. Like the Global Consent, Meso signed the letter agree-
ment as a party. JTX 260 at ROCHE0056141. Also like the
Global Consent, the letter agreement is devoid of any sugges-
tion that Meso is a party to the License Agreement or is a licen-
sor to Roche.

177 JTX 257 at MES000042482.
178 Iq. § 8.12 at MESO00042491.

179 Id. at MESO00042496. Among other things, Article 8
contains the Ongoing Litigation Agreement’s notice provision.
In it, IGEN lists an address to which relevant communications
should be sent. Id. § 8.3 at MESO00042489.

180 JTX 263 at ROCHE0055887.
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bound by an agreement, they made that explicit. The
“consent” signed by Meso in relation to the License
Agreement did not specify explicitly that Meso would
be bound by that agreement. In that sense, the
consent differs materially from the “joinder” it signed
in relation to the Ongoing Litigation Agreement. The
consent’s more general and less explicit reference to
“joining in” fails to evidence any clear intent to have
Meso become a party, in any way, to the License
Agreement.181

As to the Covenants Not to Sue, that document
specifically identifies Meso as a “Party.”'82 This
further demonstrates that when those participating
in the 2003 transaction wished to make someone a
party to an agreement, they made that designation
clear. Also unlike in the License Agreement, in the
Covenants Not to Sue, Meso designated an address
where it could receive relevant notices or communi-
cations.!83 Of greatest relevance to this litigation,

181 T note that Meso cites the same Ongoing Litigation
Agreement as evidence in support of its contrary argument that
in “joining in” the licenses granted, it became a party to all of
Article 2, and not just Sections 2.1 and 2.7. According to Meso,
the Ongoing Litigation Agreement demonstrates that if the
parties intended to confine Meso’s status as a party narrowly to
Sections 2.1 and 2.7 of the License Agreement, they would have
made that explicit, as it was in the Ongoing Litigation Agree-
ment. Although Meso’s argument has some appeal, I consider
it more telling that the participants in the 2003 transaction,
including Meso, plainly knew how to use specific joinders to add
“non-Parties” to agreements when they so intended. Yet, the
“consent” attached to the License Agreement signed by Meso
bears little resemblance to the “joinder” used in a contempora-
neously executed related agreement.

182 JTX 265 at MESO00042700.
183 Id. § 7.7 at MES000042710.
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however, are two “Whereas” clauses in the beginning
of the agreement. The second of the Whereas clauses
in the Covenants Not to Sue states, “WHEREAS,
[IGEN and Roche] are parties to a License Agree-
ment dated as of the date hereof [i.e., July 24, 2003],”
while the fourth such clause notes, “WHEREAS,
Meso Scale, [i.e., MSD and MST] are parties to one or
more license agreements between themselves and
with [IGEN] relating to ECL Core Technology.”184 It
1s reasonable to infer that each of these “Whereas”
clauses would have been worded differently if, Meso,
in fact, had been intended to be a licensor to Roche
under the License Agreement.

In sum, the content of the other documents Meso
executed contemporaneously with the consent to the
License Agreement support the conclusion that Meso
was not a party to the License Agreement. Those
involved in the 2003 transaction clearly understood
how to designate an entity as a party to any given
agreement, just as they understood how to effectuate
a non-party’s joinder to an agreement. The 2003
transaction documents demonstrate a consistent
understanding that Meso executed a “joinder” to the
Ongoing Litigation Agreement and a “consent” to the
License Agreement. If those participating in the 2003
transaction wished the “joinder” and the “consent” to
have the same legal effect, I find that they would
have used the same term in both instances instead of
maintaining a consistent distinction between them.
Meso did not adduce any meaningful evidence to the
contrary. Therefore, I conclude that the documents
other than the consent attached to the License
Agreement executed by Meso in conjunction with the
2003 transaction provide additional evidence weigh-

184 I1d. at MESO00042700 (emphasis added).
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ing in favor of finding that Roche and IGEN did not
intend that the “oin in” language in the consent
would make Meso a party to the License Agreement

as a whole or to the enforcement provisions of Article
2.

G. Meso’s Conduct After 2003 Supports
the Conclusion that it is Not a Party
to the License Agreement

Under New York law, the parties’ course of perfor-
mance under an agreement is given meaningful
weight by a court attempting to determine the intent
of the parties at the time the agreement was
reached.'85> The evidence presented at trial supports
the conclusion that, after the execution of the License
Agreement in July 2003, Meso did not conduct itself
as though it were a party to that agreement or a
licensor to Roche.

Notwithstanding Wohlstadter’s testimony that the
Field restrictions in the License Agreement were of
critical importance to Meso, Meso did not make any
discernable effort to monitor Roche’s compliance with
those limitations after the License Agreement was
finalized. Meso first learned of a potential issue

185 See Gulf Ins. Co. v. Transatlantic Reins. Co., 886 N.Y.S.2d
133, 143 (App. Div. 2009) (“How the parties perform a contract
necessarily is manifested after execution of the contract, but
their performance is highly probative of their state of mind at
the time the contract was signed.”); Fed. Ins. Co. v. Americas
Ins. Co., 691 N.Y.S.2d 508, 512 (App. Div. 1999) (“[T]he parties’
course of performance under the contract is considered to be the
most persuasive evidence of the agreed intention of the parties.
Generally speaking, the practical interpretation of a contract by
the parties to it for any considerable period of time before it
comes to be the subject of controversy is deemed of great, if not
controlling, influence.”) (internal quotation marks and citations
omitted).
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involving Roche selling outside of the Field in June
2006, nearly three years after the License Agreement
was executed, through BioVeris’s public filings.186
When Meso learned of this potential issue, it did not
demand that Roche cease and desist its out-of-Field
sales, nor did it conduct its own investigation.
Instead, Meso “waited to see what was going to come
out of” the BioVeris investigation because “the way
that process worked under the [License Agreement],
BioVeris was responsible for initiating the field
monitor process and following through with this.”187

If Meso believed it was a party to the License
Agreement with the enforcement rights that it is
asserting in this litigation, however, it is unclear why
it would remain a passive bystander. Even if Meso
thought it would be in its best interests to allow
BioVeris to conduct the Field Monitor process on its
own, at a minimum, it still could have been active in
the process. For example, based on the purported
critical importance of the Field restrictions to Meso,
it could have requested regular updates on the status
of the process from BioVeris. The evidence shows,
however, that Meso did nothing to monitor either
Roche’s compliance with the License Agreement’s
Field restrictions or BioVeris’s oversight of Roche’s
compliance.188

186 Ty, 141 (Wohlstadter).
187 Id. at 141-42.

188 Tn contrast, Meso’s actions were consistent with the 2004
MSD appraisal process, in which neither MSD nor MST identi-
fied the License Agreement as a source of any of their rights.
More broadly, Meso has failed to cite any record evidence in
which it identified itself as a party to the 2003 License Agree-
ment or as a licensor to Roche before the commencement of this
litigation.
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Meso also took no meaningful action to assert the
rights it is claiming in this litigation in connection
with the 2007 transaction between Roche and
BioVeris. Wohlstadter testified that Meso did not
attempt to enjoin or otherwise challenge that trans-
action because Keller of Roche told him that Roche
would not negotiate with Meso until after its acquisi-
tion of BioVeris closed.!8® Meso’s failure to act,
however, undermines its current claim to have had
contractual rights under the License Agreement to
prevent Roche from intentionally operating outside
the Field. If Meso believed that it had the rights it is
asserting under the License Agreement, or any other
agreement, and that such rights would be affected
adversely by Roche’s acquisition of BioVeris, one
would have expected it to do more to enforce those
rights than Meso did—i.e., waiting for the deal to
close and enduring significant harm before taking
any concrete action to attempt to resolve its dispute
with Roche. Moreover, while Meso and Roche did
negotiate with one another after the Roche-BioVeris
transaction closed in June 2007, there is no evidence
that Meso asserted any rights under the 2003
License Agreement during these negotiations.
Wohlstadter admitted that he never explicitly men-
tioned the 2003 License Agreement as the source
of the rights he was asserting in his negotiations
with Roche.1%0 This was confirmed by Christian
Steinmetz, Roche’s outside counsel, who testified
that in negotiations between Roche and Meso,
Wohlstadter tied the source of his rights “back to the

189 Ty, 152-53 (Wohlstadter).
190 Ty, 298-99 (Wohlstadter).
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IGEN/MSD 1995 license agreement.”91 Therefore,
Meso’s conduct after the License Agreement became
effective also supports a finding that Meso was not a
party to the License Agreement and has no rights to
enforce its terms.

191 Ty, 659-60 (Steinmetz). See also Tr. 924 (Ruetsch) (“Q:
During your discussions after the 2007 transaction, did Jacob
Wohlstadter ever suggest to you that the rights he was claiming
were flowing from the 2003 agreement? A: No.”). The documen-
tary evidence, including the fourth draft settlement “agree-
ment” circulated among Meso and Roche in April 2008, supports
Steinmetz’s and Ruetsch’s testimony. JTX 555. See also JTX
527 (Aug. 2007 draft); JTX 539 (Sept. 2007 draft); JTX 543 (Oct.
2007 draft). According to the “Whereas” clauses of the April
2008 draft, Meso and Roche “desire[d] to enter into this Agree-
ment to clarify their respective rights to the ECL technology
and to continue the separation of the BioVeris’ and MSD’s busi-
nesses.” JTX 555 at ROCHE0000325. One reason this clarifi-
cation was necessary was because “MSD holds an exclusive
license to [ECL] technology owned by BioVeris pursuant to that
certain License Agreement, dated as of November 30, 1995
(as amended, the TGEN/MSD License Agreement’), by and
between MSD and BioVeris (as successor to [IGEN]).” Id.
The only mention of the 2003 License Agreement in the April
2008 draft is that Meso “affirmed” the consents it had given
previously in relation to a license limited to the Field. Id. § 6.3
at ROCHEO0000329. Thus, it appears that, in its negotiations
with Roche regarding conduct outside the Field, Meso was
asserting its rights under the 1995 License Agreement with
IGEN, and not rights under the 2003 License Agreement
between IGEN and Roche.
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H. Roche Has Presented the
More Reasonable Interpretation of the
“Join In” Language in the Consent!92

Because the “oin in” language in the consent
cannot reasonably be interpreted as making Meso a
party to the License Agreement, the final remaining
inquiry 1s determining what that language means
based on the facts of this litigation. Having consid-
ered the testimony and evidence presented at trial, I
conclude that the most reasonable interpretation of
the phrase “join in the licenses granted” used in the
Meso consent is that it was something more than a
simple consent, but less than making Meso a party
to the License Agreement or to Article 2 of that
agreement. Specifically, I find that the phrase was

192 Meso also argued that any ambiguity in the meaning of
the phrase “join in the licenses granted” should be construed
against Roche under the doctrine of contra proferentem. As an
initial matter, I do not consider it appropriate to apply the doc-
trine of contra proferentem to this dispute because the License
Agreement and the consent both were negotiated heavily by
sophisticated entities with the assistance of counsel. See Sci.
Applications Int’l Corp. v. State, 876 N.Y.S.2d 182, 184 (App.
Div. 2009) (rejecting application of contra proferentem where
“[t]he record reflects that these are sophisticated parties and
there is evidence that they engaged in negotiations as they
worked out some of the details of the contract,” and the
“[c]laimant failed to establish that it had no voice in the selec-
tion of [the contractual] language.”) (internal quotation marks
and citations omitted). Regardless, the doctrine “is a rule of
construction that should be employed only as a last resort.”
Birdsong Estates Homeowners Ass’n, Inc. v. D.P.S. Sw. Corp.,
957 N.Y.S.2d 785, 787 (App. Div. 2012). Because the parol
evidence presented at trial establishes that Meso was not
intended to be a party to the License Agreement and that Roche
has asserted the more reasonable interpretation of the “join in”
language, I find it unnecessary to utilize the doctrine here as a
“last resort.”
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included to emphasize Meso’s consent to the license
that IGEN was granting to Roche, both under the
circumstances that existed at the time of the 2003
transaction and any changed circumstances that
might result if Meso’s “springing rights” were trig-
gered in the future.

The record shows that Meso’s undeniable, but ill-
defined (from a practical perspective),193 ECL-related
rights were a concern to Roche as it attempted to
negotiate a new license with IGEN. In having Meso
“consent to and join in” the licenses that IGEN was
granting to it, Roche neither sought nor received a
grant of rights from Meso, but, rather, called special
attention to and emphasized the fact that Meso
agreed to accept Roche’s use of the Licensed ECL
Technology within the Field.1® Roche considered
this emphasis, or “calling out,” significant in that it
would make it that much more difficult for Meso to
challenge successfully Roche’s use of Licensed ECL

193 See, e.g., JTX 62 at ROCHE0036626 (Roche December
2001 due diligence memorandum); JTX 207 at WHO0009159
(Roche July 2003 due diligence memorandum). While these
due diligence memoranda are persuasive evidence that Roche
knew or believed that Meso had ECL-related rights, they were
prepared as part of Roche’s evaluation of acquiring IGEN, not of
receiving a license from it. As a result, those documents have
little probative value on the question of the meaning of the “join
in” language.

194 GSee Tr. 603-04 (Steinmetz) (“Q: And when you included
that phrase %join in’ into the consent, what meaning did you
intend that phrase to have? A: I meant that phrase to refer to
the two granting clauses in this final version of the license
agreement. The purpose of the words were to have—to call out
the two important granting clauses, and to have MSD and MST
say not just, it’s ok, but we agree with what IGEN is doing in
those granting clauses.”).
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Technology within the Field.195 Because of the
uncertainty surrounding Meso’s rights, I conclude
that Roche’s interpretation of the “join in” phrase
does not render that phrase meaningless or superflu-
ous. Rather, the language could prove valuable to
Roche (and IGEN for that matter) in terms of helping
them defend against a suit from Meso challenging
some aspect of Roche’s in-Field use of the Licensed
ECL Technology or any inadvertent out-of-Field use
by one of Roche’s customers.

This emphasis also was particularly important to
Roche because of Meso’s “springing rights.” Even
assuming that Meso had no relevant in-Field ECL
rights at the time of the 2003 transaction, an issue |
need not and do not reach, Roche knew it was possi-
ble that Meso’s “springing rights” could be triggered
after the 2003 transaction, giving Meso exclusive
rights in some or all of the ECL Technology that
IGEN licensed to Roche under the License Agree-
ment. Consequently, absent a consent or other
agreement, Meso conceivably could be in a position at
some point to challenge Roche’s use of the ECL

195 Another example may be of assistance. Assume two par-
ties have a contract containing an exclusive, mandatory forum
selection clause in favor of Delaware. Assume further that the
same contract also contains language forbidding either party
from initiating a lawsuit related to the agreement in any non-
Delaware court. Arguably the additional language proscribing
litigation outside of Delaware is unnecessary because a lawsuit
filed outside of Delaware would be a clear breach of the exclu-
sive, mandatory forum selection clause, regardless of whether
the additional language is present. That, however, does not
make the additional language meaningless or superfluous. If
one of the parties filed a lawsuit against the other outside of
Delaware, the additional language could provide valuable addi-
tional support for the other party’s argument that the non-
Delaware suit should be dismissed or enjoined.
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Technology, both inside and outside of the Field,
notwithstanding the License Agreement. By having
Meso “consent to and join in the licenses granted,”
Roche not only was asking Meso to consent to the
License Agreement as it was, but also to acknowl-
edge Roche’s ability to continue to use the Licensed
ECL Technology in the Field for the duration of the
Agreement, even if its potential “springing rights” in
Licensed ECL Technology later came to fruition.
Thus, Roche was able to secure the protection it
wanted from Meso’s ability to challenge its use of the
ECL Technology in the Field without actually receiv-
ing a grant of rights from Meso or making it a party
to the License Agreement.

That does not mean, however, that Roche had free
rein to use the Licensed ECL Technology as it saw
fit. There is no evidence that, in connection with the
2003 License Agreement or otherwise, Meso ever
consented to or “joined in” any authorization for
Roche to operate outside of the Field, regardless of
whether Roche had another license to do so. There-
fore, to the extent Roche may have chosen to operate
deliberately outside of the Field, it ran the risk that
it may be infringing on Meso’s intellectual property
rights by practicing Meso’s ECL technology without
having either Meso’s consent or an effective license to
do so. Meso conceivably may have viable infringe-
ment or other claims against Roche for its actions
since 2007, when it allegedly began operating delib-
erately outside of the Field. The question of whether
Roche infringed on Meso’s ECL-related intellectual
property rights, however, is distinct from, and has no
bearing on, the breach of contract claim that Meso
pursued at trial in this litigation.
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Applied to the terms of the License Agreement,
Roche’s interpretation of the clause in the consent
attached to that agreement that Meso “consent[ed] to
and join[ed] in the licenses granted to Roche in the
License Agreement” also allows for a more logical
reading of the agreement as a whole than Meso’s
interpretation. For example, as Meso itself notes, the
license grant in Section 2.1 of the License Agreement
is “subject to the terms and conditions of” the agree-
ment as a whole. If Meso is a party to Article 2, or
even just Section 2.1, what other “terms and condi-
tions” would it be subject to? It already has been
determined definitively and preclusively that Meso 1s
not a party to the agreement’s arbitration provision.
Meso has not offered any principled means of decid-
ing which, if any, other parts of the License Agree-
ment it would be subject to. Another example would
be Section 14.11 of the License Agreement. Under
that section, the “Parties,” a term defined to include
only IGEN and Roche, may receive any “benefit,
right or remedy” under the License Agreement. If
Meso were a party with enforcement rights as to that
section based on having joined in Section 2.1, for
example, Section 14.11 impermissibly would be ren-
dered meaningless. Conversely, reading the License
Agreement such that Meso is a party, but not subject
to Section 14.11, would lead to a similarly incongru-
ous result.196

196 Another example of an anomalous outcome of finding
Meso to be a party to some or all of the License Agreement is
that, from an enforcement perspective, Meso would have more
rights than IGEN or BioVeris had under the agreement. If
before 2007 IGEN or BioVeris believed that Roche was selling
ECL products outside of the Field deliberately and in breach of
the License Agreement, under the plain language of Section
6.2(b), IGEN or BioVeris would have had to pursue any such
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Finally, I note that Roche and IGEN were careful
to ensure that Meso did not undertake any obliga-
tions directly under the License Agreement itself.
That 1s, to the extent Meso assumed any obligations
to Roche or IGEN pertaining to the License Agree-
ment, it did so only as part of its consent. This is
evidenced by, among other things, the facts that:
(1) Meso did not have a signature block next to those
of Roche and IGEN at the end of the License Agree-
ment and, instead, had its signature block beneath
the attached consent; (2) Meso 1s not mentioned
in any of the License Agreement’s substantive
provisions; (3) unlike its undertaking in the “joinder”
to the Ongoing Litigation Agreement, Meso never
agreed to be treated as if it were IGEN for any
purpose under the License Agreement; and (4) Meso
made certain representations and warranties in the
consent that would be entirely superfluous and un-
necessary if it effectively had subscribed to the repre-
sentations and warranties of the licensor contained
in the body of the License Agreement. Therefore, the
holding in Institut Pasteur v. Chiron Corp., upon
which Meso relies, 1s inapposite to the facts of this
litigation.197

“breach of contract” claim through arbitration. JTX 263 § 6.2
at ROCHEO0055871-72. Because Meso already has been deter-
mined conclusively not to be a party to Section 6.2, if it could
enforce the License Agreement as a party, it could do so, as it is
seeking to do here, through litigation—something that neither
IGEN nor BioVeris could do. In essence, Meso contends that it
was understood and agreed by Roche, IGEN, and Meso that, to
the extent Meso could enforce the License Agreement, it could
do so differently than IGEN or BioVeris could. But, Meso has
cited no evidence or case law that supports that position.

197 Even if I had concluded that Meso obtained some type of
party status as a result of the “join in” language in the consent,
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In sum, construing “join in” in accordance with
Roche’s interpretation: (1) effectuates the intent of
the parties, as established by the weight of evidence
presented at trial; (2) gives meaning to both “consent
to” and “join in;” (3) does not create any inconsisten-
cies in the License Agreement or render any of its
provisions meaningless; and (4) avoids giving undue
weight to a few words in a consent that is attached to
a heavily negotiated, complete agreement between
Roche and IGEN. Therefore, I accept Roche’s inter-
pretation of the “join in” language contained in the
consent, and, accordingly, I reject any interpretation
of the “join in” language that either would make
Meso a party to the License Agreement or endow
Meso with any enforcement rights thereunder.

The trial in this dispute related solely to Count II
of the Complaint, Meso’s breach of contract claim. As
such, all of the evidence presented at trial related to
the issues of whether Roche breached Meso’s rights
under the 2003 License Agreement and, if so, to what
extent Meso has been harmed by that alleged breach.
Because I have concluded that Meso was not a party
to the License Agreement and did not have any right

I still would not be persuaded that Meso would have rights to
enforce the License Agreement. Based on the lack of any discus-
sion surrounding Meso’s ability to enforce the License Agree-
ment and the fact that Meso never specified the scope of the
rights it purportedly was licensing to Roche, it appears that, at
most, Meso granted Roche something analogous to a “quitclaim”
license. Under such a license, Meso simply would have granted
any rights in ECL Technology with respect to the Field that it
had to Roche without making any representations as to what
rights it actually had. See, e.g., Fenn v. Yale Univ., 283 F.
Supp. 2d 615, 638-39 (D. Conn. 2003). A quitclaim license,
however, like a quitclaim deed, is essentially a unilateral grant
of rights; it would not have given Meso enforcement rights
under the License Agreement or otherwise.



80a

to enforce the agreement, Meso has failed to prove
the first element of its breach of contract claim.
Therefore, I reject Count II of Meso’s complaint on
the merits and do not reach the issue of damages.

III. CONCLUSION

For the foregoing reasons, I conclude that neither
MSD nor MST was a party to the 2003 License
Agreement, and, thus, Meso has no right to enforce
the 2003 License Agreement against Roche. Accord-
ingly, Meso has failed to prove its breach of contract
claim, and I will enter judgment in favor of Defen-
dants on Count II of the Complaint and dismiss that
claim with prejudice. An appropriate Order and
Final Judgment is being entered concurrently with
this Memorandum Opinion.
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