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This case arises out of a series of agreementsebatthe parties to this action
relating to, among other things, license rightsise electrochemiluminescence (“ECL”)
technology. After losing its original nonexclusilieense to use this technology,
Defendant Roche Holding Ltd. (“Roch&§ought to reacquire an ECL license from then-
patent holder, Defendant IGEN International, If¢GEN”).? In 2003, as part of a
complicated transaction comprised of a dozen orcentemporaneously executed
agreements (the “Transaction”), Roche obtained @rak nonexclusive license from
IGEN. Plaintiffs, Meso Scale Diagnostics, LLC (“ld3 and Meso Scale Technologies
LLC (“MST”) (together with MSD, “Plaintiffs”), exgtitly consented to that Transaction.
As part of the Transaction, Roche acquired IGEN,dafore it did so, IGEN transferred
all of its intellectual property assets, subjectotdgstanding license rights, to a newly-
created public corporation, Defendant BioVeris @ogtion (“BioVeris”). Later, in
2007, Roche acquired BioVeris in a reverse triamgaierger in which BioVeris was the
surviving entity.

In 2010, Plaintiffs filed their Complaint in thisct'on accusing Roche and a
number of its affiliates of breaching provisions two agreements related to the

Transaction based on, among other things, Rochejsiisition of BioVeris without

Plaintiffs named as Defendants a number of ofReche affiliates, including
Roche Diagnostics GmbH, Roche Diagnostics CorpENGIGEN LS LLC, and
Lili Acquisition Corp. Verified Compl. (the “Comaint”) at Introduction. As
Plaintiffs do in their Complaint, | refer to thesatities collectively as “Roche,”
but differentiate among them when necessary.

2 Id. | 9.



Plaintiffs’ consent. Roche denies these allegatiamd has moved to dismiss the

Complaint. For the reasons discussed below, | (Rathe’s motion.

l. BACKGROUND
A. The Parties

MST was founded by Jacob Wohistadter for the pwepafs among other things,
commercializing his invention of a new applicatiohECL that enhances its versatility
and cost-effectiveness.MSD was formed in 1995 as a joint venture betwedST and
IGEN. It employs approximately 350 employees arghufiactures, markets, and sells
instruments and kits utilizing its proprietary Muftrray® ECL technology, particularly
in the spheres of biological research and drug ldpweent. MSD also manufactures,
markets, and sells instruments and consumableheoUtS. military for biodefense
testing.

IGEN was a Delaware corporation in the businesdesMeloping and marketing
biological detection systems based on its propyeEECL technology. Its ECL-based
products were used in a number of applicationduthicg pharmaceutical research and
development, life science research, biodefensenggsand testing for food safety and

quality control. As part of the Transaction, Rocherchased IGEN. Roche is a

3 Id. 1 9. Unless otherwise noted, all facts reaiteithis Memorandum Opinion are

drawn from the Complaint and accepted as true iopgses of Defendants’
motion to dismiss.



preeminent research-focused healthcare conglomendieh employs approximately
75,000 people worldwide and operates in the phaeotarals and diagnostics space.

As discussed furthemfra, in connection with Roche’s acquisition of IGEN,
BioVeris was created, and it contemporaneously iaedwertain of IGEN’s ECL-related
intellectual property as well as IGEN’s rights aadligations as licensor of certain
patents to MSD. Roche acquired BioVeris in 2007.

B. Facts
1. A brief note on ECL

ECL uses electricity, chemistry, and light to détaernd measure the presence of
specific molecules in a test sample, including,eeample, blood and other bodily fluids.
It is useful to detect and measure amounts of spleteins in these biological samples
and can be used for human patient diagnosis, aliririals, drug research, and other
similar applications.

2. The 1992 License

In 1992, IGEN entered into a license agreement ®abhringer Manheim GmbH,
a company acquired by Roche in 1998 (the “1992nse8)’ This license granted Roche
an exclusive, but narrow, right to use IGEN’s E@kthnology in blood banks, hospitals,
and clinical reference laboratories. Plaintiffaici that this license did not authorize
Roche to use ECL technology in contexts involvingtignt contact, such as in

physicians’ offices.

For purposes of this Memorandum Opinion, | ineluBoehringer Manheim
GmbH in the term “Roche.”



3. The MSD License
In 1995, IGEN and MST entered into a joint ventarel formed MSD “to be the

vehicle for developing the venture partners’ EClated intellectual property’” MST
licensed to MSD certain intellectual property retyag, for example, selection
techniques, multi-array tests, and disposable relées, as well as contributed the
services of Wohlstadter. For its part, IGEN erdargo a licensing agreement with MSD
(the “MSD License Agreement”), which granted MSD ‘@xclusive, worldwide, royalty-
free license to practice the IGEN Technology to epalse and sell products or processes
.. .” (the “MSD License”f. IGEN granted that license based on the rightstitined to
make commercial use of all fields of ECL outside thmited field it had licensed to
Roche in the 1992 License.

The MSD License Agreement granted MSD exclusivétsigo certain broadly-
defined ECL fields. They included: (i) various fsgtion and screening methods;” (ii)

wl

“disposable electrodes;” and (iii) multi-array dmgtic[s].” Importantly, the MSD

> Compl. 1 18.

® Id. 19 (citing MSD License Agreement § 2.1). Tlaetips allegedly granted
MSD exclusive rights to make commercial use of B@bducts and processes.
MST and IGEN agreed in their Joint Venture Agreem@aVA”) that neither
“shall market directly, or license others to markatoducts that compete with
MSD with respect to [products, processes, and aesvMSD developed].”).See
Compl. T 18 (citing JVA § 4.1).

! Id. § 21 (citing JVA § 1.11). The exclusive techmpés “specifically include, but
are not limited to, monolayers, molecular assershlie. multi-array and/or multi-
specific surfaces, electrochromics, microelectrgdasd other technologiesSee
id.



License Agreement provides that these licensegigbtild expand over time in at least
two respects. In particular, MSD’s ECL rights web@xpand as and to the extent MSD
conducted new reseafcand in the event that any of IGEN's previous tpaity ECL
exclusive licenses were terminated or became ndumgxe. In the latter case, the
effected rights would be licensed to MSD, and eeert to IGEN’

4. The Fourth Circuit litigation

In 1997, IGEN brought suit in the United Statestidss Court for the District of
Maryland, alleging, among other things, that Roclwated the field restrictions in the
1992 License from IGER? While the details of this suit are not germaneehés
consequences are. After trial, the jury returnespecial verdict in favor of IGEN on
each of its claims, including that Roche had maligribreached the 1992 License, and
awarded IGEN compensatory and punitive damafeds. 2003, the Court of Appeals for
the Fourth Circuit significantly reduced the dammagavard, but affirmed the jury’s

finding that Roche breached the 1992 License byketiang ECL-based products outside

See id The parties provided that the MSD License wolb&l perpetual and
survive the termination of the JVASee id T 19 (citing JVA § 6.1).

Section 2.1 of the MSD License Agreement states,the event any such
exclusive license terminates, or IGEN is otherwnselonger restricted by such
license from licensing such technology to MSD, stethnology shall be, and
hereby is, licensed to MSD pursuant hereto.”

10 For the factual and procedural history of thisegasedGEN Int'l, Inc. v. Roche

Diags. GmbH 335 F.3d 303 (4th Cir. 2003).

1 See id.at 308. The district court denied Roche’s pasi-tnotions for judgment

as a matter of law, a new trial, and reductiorhefpunitive damages awartil.



of its permitted field? As a result, the court permitted IGEN to terménste 1992
License and Roche’s rights to use IGEN’s ECL tetbuypthereunder.

5. The Transaction

Faced with the imminent loss of its ECL licensehtggyupon the Fourth Circuit's
ruling, Roche sought to reacquire those rights sonat to disrupt its immunoassay
business, for which ECL technology is a necessaryponent. Consequently, within
two weeks of the appellate ruling, Roche arrangedlation to preserve its ability to use
IGEN’s ECL technology. Specifically, Roche purcbddGEN for $1.25 billion and, in
addition, it, along with IGEN, MSD, and MST, entérato the Transaction, which is
embodied in a series of contemporaneous agreerfteatsTransaction Agreements™.

Importantly, Roche did not seek to purchase IGHNIsportfolio of ECL patents
nor its interest in the MSD joint venture. Rath&rsought a license to use ECL
technology in a limited field of individual patiehtiman diagnostics. In fact, the parties
excluded IGEN’s ECL-related patents and interesMf®D from Roche’s purchase of
IGEN. In addition, they created “BioVeris, a puhyitraded company not affiliated with

Roche and which had the same management and oas&BEN, to obtain IGEN’s ECL

> IGEN Intl, Inc, 335 F.3d at 315.
13 SeeCompl. Ex A, the Global Consent Agreement (“GloBahsent”), § 1.01.



intellectual property, its rights to the Roche lase, its rights to the MSD License, and
its obligations under the Joint Venturd.”

The mechanics of the Transaction worked as follol&EN provided a license to
IGEN LS LLC (the “Roche License” or “License”), éhally-owned subsidiary of IGEN
created solely to obtain that license. IGEN thesigned to BioVeris the remainder of its
assets, rights, and interests, including its ECleqts, as well as its contractual rights and
obligations as a member in and licensor to MSDoWRris also acquired IGEN’s rights
and obligations as licensor of the 2003 Roche lseenRoche then indirectly acquired
IGEN LS LLC, the licensee under the Roche Licemseacquiring IGEN, its parent, in
exchange for $1.25 billion. The net effect of thesteps was that Roche obtained its
limited-field license and BioVeris obtained the mnder of IGEN’s intellectual property
assets, including its ECL patents and licensortsigimd obligations under the Roche and
MSD Licenses.

As noted, the parties executed numerous subsicigneements in order to
implement the Transaction. Of them, the most @aévo this action are the Roche
License and the Global Consent. | address eatifosé documents in turn.

6. The Roche License

Through the Roche License, Roche obtained “only dee in the Field, an

irrevocable, perpetual, Non-Exclusive, worldwideilly-paid, royalty-free right and

4 Compl. § 28. As the Complaint notes, BioVerisSM and MSD agreed to
terminate the Joint Ventureld. at n.6. In December 2004, MST exercised its
right to purchase BioVeris’s share of MSI.



license under the Licensed ECL Technology, to dgvel. . use, . . . sell, . . . and
otherwise commercially exploit ProductS.” Because the license is nonexclusive, the
licensor, IGEN and then BioVeris, “may during therin of [the Roche License] exercise
the licensed rights itself in the licensee’s fi@ld grant non-exclusive licenses in the
licensee’s field to a third party, or retain fosetf any non-exclusive license right§.”
The License defined the term “Field” to mean “timalgzing of specimens taken from a
human body, including without limitation, blood,dly fluid or tissue, for the purpose of
testing, with respect to that human being, for gspmiogical or pathological state, a
congenital abnormality, safety and compatibilitysofreatment or to monitor therapeutic
measures?”

The Roche License limited severely Roche’s abitiymarket ECL products
outside the Field. Indeed, IGEN LS LLC, and indilg Roche, covenanted that it would

“not, under any circumstances, actively advertisenarket the Products in fields other

1> Compl. Ex. B, Roche License Agreement, § 2.1rotlacts” is defined as “ECL

instruments, service for ECL instruments and sparés; and ECL Assays.ld. 8§
1.13.

16 Id. § 1.10.

7 1d. § 1.7(a). The Roche License limits the Fieldstgting that, “Notwithstanding
[subsection (a)], the Field shall not include amadyg for (A) life science research
and/or development, including at any pharmaceutoahpany or biotechnology
company, (B) patient self testing use; (C) drugah®ry and/or drug development

. . including clinical research or determinationsor for clinical trials or in the
regulatory approval process for a drug or therapyD) veterinary, food, water,
or environmental testing or use.’ld. 8 1.7(b) (inconsistent punctuation in
original).



than those in the Field® In addition, § 2.5(a) of the Roche License comtieted that a

neutral third party would monitor Roche’s saledgeatt annually, to track its compliance

with its obligations regarding marketing its protiuwithin the Field® Section 2.5(b)

provided some teeth to this prohibition by requgriRoche to pay to the licensor, within

30 days of having received a notice from the licertkat it is operating outside of the

Field, “65% of all undisputed revenues [it] earriecbugh out-of-field sales of Products

for the prior year® The License, however, provided that this revepersalty would be

the licensor’s “exclusive remedy” for out-of-fiedéhles by Roche and that the licensor has

“no right to terminate” the Roche License for swsdles’ Furthermore, if a dispute

should arise between the parties that cannot leévezsin good faith out of court, Article

6 prescribes arbitration as the sole means of thsgsolutiorf?

Notably, 8 14.11 of the License states that, widrtain limited exceptions,

“nothing [in the Roche License] is intended to @néipon any person other than the

Parties hereto and their respective successorpemaitted assigns, any benefit, right or

18

19

20

21

22

Id. 8 2.6. Moreover, Roche, through IGEN LS LLC, wequired to market and
sell its products to customers it “reasonably veljd], based on prior knowledge
of and experience with such customer . . . withreoduty to inquire or investigate,
will use the Products solely in the Field . . .Id. § 2.5(c).

Id. 8 2.5(a).

Id. 8 2.5(b).

Roche License Agreement 8 2.5(b).
Id. 88 6.1-6.3.



remedy under or by reason of [the Roche LicenSe]The License explicitly designates

IGEN and IGEN LS LLC as the sole “Parties” to threement® But, immediately

following the signature page, Plaintiffs MSD and MSigned a form entitled

‘CONSENT BY MESO SCALE DIAGNOSTICS, LLC AND MESO 3CE

TECHNOLOGIES, LLC” (the “Meso Consent®§. That document indicates that

together, Plaintiffs

consent[ed] to the [Roche License] . . . and consent[ed] to
and join[ed] in the licenses granted to [Rochejhea [Roche
License]. . . . Furthermore, MSD and MST . . . es@nt[ed]
and warrant[ed] to [Roche] that each of them waive[d]

any right that either of them may have to in any westrict
or limit [Roche]'s exercise of the licenses grantedthe

[Roche License] during the Term therébdf.

Plaintiffs contend that Roche sought Plaintiffsheent at a price of $37.5 million

because Roche was concerned that IGEN, by virtukeofights it previously granted to

MSD through the MSD License, might not be able tang unilaterally the rights Roche

sought under the Roche License without violatirgy MSD Licensé’ Indeed, Plaintiffs

23

24

25

26

27

Id. 8 14.11.

Id. at 1.

Id. at Meso Consent (following signature page).
Id.

Pls.” Opp. to Defs.” Mot. to Dismiss (“PAB”) 10t1 Similarly, | refer to
Defendants’ opening brief as “DOB” and their rephef as “DRB.”

Plaintiffs allege in their brief that MSD’s rightsnder the MSD License had
expanded since 1995 because, among other thingb, léd&ived Roche’s rights
to market Products in the field described in th82L8icense, pursuant to MSD'’s

10



argue that, pursuant to 8 4.1 of the JVA, IGEN dowt have licensed Roche to compete
with MSD, as the Roche License purports to perafisent the consent of MSD and
MST. Moreover, they assert that Roche also ne&tied to consent affirmatively to the
rights offered to Roche under the Roche Licensedas the springing nature of the
MSD License, under which MSD'’s rights could expdoyl for example, the acquisition
of rights licensed to Roche under the 1992 Licahsé were to revert to MSD upon its
termination®® Thus, according to Plaintiffs, Roche chose to P&intiffs to consent to
and join in the Roche License. Plaintiffs asskeat (Roche received the benefit of MSD
and MST having waived potential claims that the liRokticense violated the scope of the
MSD License or their rights under the JVA. In exabe, they aver that MSD and MST
received a cash payment and meaningful protectiothe form of § 2.5 and other
provisions in the Roche License that confined Racheperating in the Field so as to
avoid encroaching on MSD’s exclusive use of EClhiextogy in other fields.

7. The Global Consent

Also as part of the Transaction, Plaintiffs, Rodi@&EN, and BioVeris entered into
a Global Consent and Agreement (the “Global Corigewhich, among other things,

provided that the parties consented to the “Trammac Agreements and the

“springing rights,” when that agreement was terrte@dafollowing the Fourth
Circuit’s ruling in 2003. Seeid. at 9-10 (citing Compl. 11 26, 38). It is unclear
however, from the allegations in the Complaint vieetthe Transaction, including
the new Roche License, actually closed before 882 License was terminated.

28 Transcript of Dec. 15, 2010 Argument (“Tr.”) 535

11



consummation of the Transactions” and “grant[etlpwadivers and consents which are

necessary under the MSD Agreements to permit thewomation of the Transactions

and the performance by [IGEN, BioVeris], and eacm$&nting Party of their obligations

under the Transaction Agreements in accordance théh terms.*® Specifically, the

parties consented to the aspect of the Transastieneby BioVeris was created to obtain

IGEN’s assets subject to the license rights heldPlantiffs*° The recitals reflect that

the parties simultaneously were entering into a bemof separate but related

agreements, including the Merger Agreement, puttstoawvhich a Roche affiliate merged

with IGEN, and a Restructuring Agreement, undercwHiGEN transferred its remaining

intellectual property assets to BioVefis.

29

30

31

Global Consent § 3.01.

BioVeris initially was named IGEN Integrated Hbahre, LLC and was referred
to throughout the Global Consent as “Newco.” Gldbansent 1; Compl. I 28. In
addition, the parties mutually released each otfen any and all past claims
arising out of, among other things, contracts, cawts, and agreements up to the
effective time of the merger between IGEN and R&xbkabsidiary. SeeGlobal
Consent § 4.1.

Global Consent 1. Section 1.01 of the Global 2o defines “Transactions” as
the “transactions contemplated by [the Global Cotjsend the other Transaction
Agreements.”ld. 8 1.01. The “Transaction Agreements” are defiteechclude:
(1) the Global Consent and Agreement; (2) the Merggreement; (3) the
Restructuring Agreement; (4) the Post-Closing Canes Agreement; (5) the Tax
Allocation Agreement; (6) the Ongoing Litigation sgment; (7) the Release and
Agreement dated July 24, 2003; (8) the Roche LieeAgreement; (9) the
Improvements License Agreement; (10) the Covenlotsto Sue; (11) the PCR
License Agreement; and (12) the PCR Services Ageeénid.

12



As to the asset transfer from IGEN to BioVeris, KBRssigned all of its assets to
BioVeris, including its ECL patents, production ifaies, and contract rights and
obligations. The latter category included the MSEense, the JVA, and IGEN’s interest
in the Roche License granted to IGEN LS Lf’C.Each party to the Global Consent,
including MST and MSD, “consent[ed] to and accegjtftne assumption by [BioVeris]
of all the rights, obligations, duties and Lialdg . . . of [IGEN] under the MSD
Agreements . . . and agree[d] to perform [theifjgdiions, duties, [and] Liabilities . . .
under the MSD Agreements in accordance with thmims in favor of [BioVeris].*
Schedule A lists a number of subsidiary agreemeahtt comprise the “MSD
Agreements,” including the JVA and the MSD LicefiseSection 3.02(e) provides that,
except for the rights of IGEN LS LLJ.€., Roche) under the Roche License, BioVeris
will own “all right, title and interest in and tag and all intellectual property and other
proprietary and confidential information or maté&siawned by [IGEN] as of the date
hereof.”

In addition, the Global Consent contains a nonassent clause that is a focal

point of this dispute. Section 5.08 provides:

Neither this Agreement nor any of the rights, iests or
obligations under [it] shall be assigned, in whaten part, by

% Seeid§§3.01-3.02.

¥ 1d. §3.02(b).

3 1d. at Schedule A; Compl. 1 36.
% Global Consent § 3.02(e).

13



operation of law or otherwise by any of the partiathout

the prior written consent of the other partigepvided
howevey that the parties acknowledge and agree that the
conversion of [BioVeris] in accordance with Secti®®1 of
the Restructuring Agreement and the continuation of
[BioVeris] as a result thereof shall be deemed toobe an
assignment and shall not require any consent of pamty.
Any purported assignment without such consent $ealloid.
Subject to the preceding sentences, this Agreemvdhbe
binding upon, inure to the benefit of, and be erdable by,
the parties and their respective successors aighasd

As discussed furtheinfra, Plaintiffs allegedly were concerned that “Rocheghh
someday seek to purchase BioVeris and its ECLaelantellectual property in an
attempt to expand its ECL activities beyond theld=id” According to Plaintiffs, they
negotiated for the right under § 5.08 to consentaity purchase of BioVeris going
forward to protect them from this threat.

8. Roche’s acquisition of BioVeris in 2007

After the Transaction closed in 2004, a disputsafzetween Roche and BioVeris
concerning allegations that Roche was selling E@geld products outside of its Field.
According to Plaintiffs, Roche believed its viotatiof the Field restrictions amounted to
only a few million dollars for the years 2004 ar@)3, and offered to pay these amounts
as royalty fees to BioVeris. BioVeris allegedlylieeed, however, that Roche’s

violations amounted to a figure “on the order ohdikeds of millions of dollars®® In

36

Id. 8§ 5.08 (emphasis in original).
3% Compl. 1 35-36.
¥ |d. 743,

14



November 2006, BioVeris demanded full payment ofatbes owed and invoked its
contractual right for an accounting of Roche’s atiés by a neutral monitor,
PriceWaterhouseCoopers. Within a few weeks, Raghgoached BioVeris with an
offer to purchase the company. The two entitienthegan approximately five months
of negotiations, culminating in an April 2007 annoament of a transaction whereby
Roche would acquire a 100% interest in BioVeriekthange for $21.50 per share in
cash, a total deal value of approximately $600iamil(the “BioVeris Merger”)*®

The BioVeris Merger was effected pursuant to thgr&ment and Plan of Merger
dated as of April 4, 2007 among Roche Holding Litdli Acquisition Corporation
[‘LAC"], and BioVeris Corporation” (the “BioVeris Mrger Agreement’}’° The
mechanics of this reverse triangular merger worésdfollows. Roche Holding Ltd.
created LAC as a wholly-owned subsidiary, whichntlraerged into BioVeris, with
BioVeris as the surviving corporatidh. BioVeris stockholders were paid cash for their
shares and, as a result of the Merger, Roche betansole stockholder of BioVeris.
The effect of the Merger was that “all propertieghts, privileges, powers and franchises

of [BioVeris] and [LAC] [vested] in [BioVeris], andll claims, obligations, debts,

% The BioVeris Merger closed on June 26, 20Q%.7 50.

0 Compl. Ex. E.

“1 BioVeris Merger Agreement §§ 1.1, 1.4.

15



liabilities and duties of [BioVeris] and [LAC] [bame] the claims, obligations, debts,
liabilities and duties of [BioVeris]*

Plaintiffs allege that Roche purchased BioVerieloto obtain the latter's ECL-
related intellectual property rights, including ds/nership rights under the Roche and
MSD Licenses. They further assert that, within therof the BioVeris Merger, Roche
laid off all of its approximately 200 employees,cated the BioVeris facility in
Maryland, and notified existing customers that Beoi¢’s product lines were being
discontinued, leaving BioVeris as nothing more thanholding company for its
intellectual property and license rights.

C. Procedural History

On June 22, 2010, Plaintiffs filed their Complaatieging two counts for breach
of contract as to (1) the Global Consent and () Roche License. On September 2,
2010, Defendants moved to dismiss. After full fonig, | heard argument on December
15, 2010 (the “Argument”). This Memorandum Opinigonstitutes my ruling on
Defendants’ motion.

D. Parties’ Contentions

Count | of the Complaint accuses Defendants ofdivieg § 5.08 of the Global
Consent. Plaintiffs contend that, pursuant to(2 @) of that agreement, BioVeris owned
any and all property IGEN owned before its acquisitby Roche in the Transaction.

They assert that, pursuant to § 5.08, BioVerisaoalt assign this property, by operation

42 Id. § 1.4.

16



of law or otherwise, without the written consent SD and MST. Essentially,
according to Plaintiffs, these provisions requifRoche and BioVeris to obtain written
consent from MSD and MST to permit any assignmgrBibVeris to Roche of its rights,
interests, and obligations in or to IGEN’s intetlead property, including the Roche and
MSD Licenses. Thus, they argue that Defendantached § 5.08 because they did not
obtain the consent of MSD or MST when Roche acquB®Veris in a transaction that
Plaintiffs contend constituted an assignment of @ias’s intellectual property by
operation of law or otherwise.

Count Il alleges that Roche breached provisionsthef Roche License. In
particular, it alleges that, notwithstanding Roshacquisition of BioVeris in 2007,
Roche’s covenants to MSD and MST under the Rocleerise precluded it from
marketing and selling ECL-based products outsidbefield.

Roche contends that Plaintiffs have failed to statdaim on both Counts. As to
Count I, Roche asserts that 8§ 5.08 does not apptird patents and licenses BioVeris
obtained from IGEN in the Transaction and, evernt iloes, Roche’s acquisition of
BioVeris through a reverse triangular merger was$ mwhibited by that provision
because no property was assigned from BioVerisoichB. As to Count Il, Roche argues
that Plaintiffs cannot prevail on their claims undee Roche License if they do not
prevail on Count I. Regardless, Roche avers tlantifs cannot state a claim for
breach of the Roche License for two additional ®eas (1) neither Plaintiff was a party
to that license nor obtained third party rightsréumder so they have no standing to

assert its breach; and (2) even if Plaintiffs higtits under the Roche License, its Field

17



limitations ceased to be of effect once Roche aeduBioVeris and the latter's ECL
patents and other intellectual property.
Plaintiffs vigorously dispute Roche’s characteii@mas of the Complaint and

contend that they have sufficiently stated a clanmder each of the challenged counts.

. ANALYSIS
A. Standard for a Motion to Dismiss

When considering a motion to dismiss under Ruld)X(&], a court must assume
the truthfulness of the well-pleaded allegationsthie complaint and afford the party
opposing the motion “the benefit of all reasonahferences.** But, the court need not
accept inferences or factual conclusions unsupgdsie specific allegations of fatt.
Consequently, to survive a Rule 12(b)(6) motionpmplaint must allege facts sufficient
to support a reasonable inference of actionablelwon not simply a conclusion to that
effect’ In line with the standard articulated by the ©diStates Supreme CourtBell
Atlantic v. Twombly® the court must determine whether the complairersfsufficient

facts plausibly to suggest that the plaintiff ukit@ely will be entitled to the relief she

43 Superwire.com, Inc. v. Hampto805 A.2d 904, 908 (Del. Ch. 2002) (cititryre
USACafes, L.P. Litig 600 A.2d 43, 47 (Del. Ch. 1991)).

44 Ruffalo v. Transtech Serv. P’rs In@010 WL 3307487, at *10 (Del. Ch. Aug. 23,
2010).

% Desimone v. Barrow924 A.2d 908, 928-29 (Del. Ch. 2007).
% Bell Atl. Corp. v. Twomb|y550 U.S. 544, 555-56 (2007).

18



seeks!” “If a complaint fails to do that and instead asenere conclusions, a Rule
12(b)(6) motion to dismiss must be grantéd.”

B. Application to Counts | and Il
1. Applicable principles of contract interpretation
The interpretation of a contract is a questionagf hnd, in many cases, is suitable
for determination on a motion to dismfSs.When interpreting a contract, the Delaware
courts strive to determine the parties' sharednintdooking first at the relevant

150

document, read as a whole, in order to divine thi@nt.”™ As part of that review, the

court interprets the words “using their common atimary meaning, unless the contract

47 Desimone924 A.2d at 928-29.

48 Ruffalg 2010 WL 3307487, at *10 (citin@pesimone 924 A.2d at 929). In
considering a motion to dismiss for failure to statclaim, a court generally may
not consider matters beyond the complai®eeRobotti & Co. v. Lidde)l 2010
WL 157474, at *5 (Del. Ch. Jan. 14, 2010). A cowdy consider, however, a
document beyond the complaint on a motion to disnifs the proponent
establishes that such document is either “[1]grdkto, and incorporated within,
the plaintiff's complaint; or . . . [2] not beinglied upon for the truth of [its]
contents.” Id.; see also Vanderbilt Income & Growth Assocs., L.L\C.
Arvida/JMB Managers, In¢.691 A.2d 609, 613 (Del. 1996l)jddell, 2010 WL
157474, at *5;Addy v. Piedmonie2009 WL 707641, at *6 (Del. Ch. Mar. 18,
2009). Consistent with those principles, | havesidered on Defendants’ motion
the Roche License Agreement, the Global Conserd, the BioVeris Merger
Agreement because they are integral to and incatgdrin the Complaint.

49 See, e.g.Schuss v. Penfield P’rs, L,F,2008 WL 2433842, at *6 (Del. Ch. June
13, 2008),0SI Sys., Inc. v. Instrumentarium Cqr92 A.2d 1086, 1090 (Del. Ch.
2006).

>0 Schuss2008 WL 2433842, at *6.
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clearly shows that the parties’ intent was othee?$ Moreover, when interpreting a
contractual provision, a court should attempt tecoreile all of the agreement's
provisions when read as a whole, giving effectaoheand every term. In doing so, this
Court applies the well-settled principle that “a@ets must be interpreted in a manner
that does not render any provision ‘illusory or megless.”*

If the contractual language at issue is “clear andmbiguous,” the ordinary
meaning of the language generally will establish plarties’ intent®> To demonstrate
that a contract is ambiguous, a litigant must shioat the language “in controversy [is]
reasonably or fairly susceptible of different imiestations or may have two or more

different meanings™ Furthermore, on a motion to dismiss, a trial t@annot choose

between two different reasonable interpretationsamfambiguous documetit. Thus,

>1 Cove on Herring Creek Homeowners' Ass'n v. Rigge5 WL 1252399, at *1
(Del. Ch. May 19, 2005) (quotingaxson Commc'ns Corp. v. NBC Universal,
Inc., 2005 WL 1038997, at *9 (Del. Ch. Apr. 29, 2005))

2 Schuss2008 WL 2433842, at *6 (internal citation omitted

>3 Brandywine River PropLLC v. Maffet 2007 WL 4327780, at *3 (Del. Ch. Dec.
5, 2007).

>* Pharmathene, Inc. v. Siga Techs., 008 WL 151855, at *11 (Del. Ch. Jan. 16,
2008) (internal citations omitted). Ambiguity doest exist simply because the
parties do not agree on a contract's proper carigiru United Rentals, Inc. v.
Ram Hldgs., Ing 2007 WL 4496338, at *15 (Del. Ch. Dec. 21, 2007)

> SeeAppriva S'holder Litig. Co. v. EV3, In@37 A.2d 1275, 1289 (Del. 2007).
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where potential ambiguity exists, “[d]ismissal roper only if the defendants'

interpretation is the only reasonable constructism matter of law.*

2. Count I: Breach of § 5.08 of the Global Consent

Defendants argue that Plaintiffs failed to statdaam for breach of § 5.08 of the
Global Consent. They contend that, by its exptessis, 8§ 5.08 does not apply to
BioVeris’s patents and licenses, and even if thments and licenses were covered, no
assignment in violation of § 5.08 occurred. | &sddreach of these points in tdfn.

a. Are rights, interests, or obligations relating to BoVeris’s intellectual property
subject to § 5.08 of the Global Consent?

In pertinent part, 8 5.08 states:

Neither this Agreement nor any of the rights, iests or
obligations under this Agreement shall be assigned, in
whole or in part, by operation of law or otherwltsg any of

the parties without the prior written consent oé thther
parties;provided howevey that the parties acknowledge and
agree that the conversion of [BioVeris] in accomanvith
Section 2.01 of the Restructuring Agreement and the
continuation of [BioVeris] as a result thereof sl deemed
not to be an assignment and shall not require angent of
any party. . . ®

Relying on the opening phrase of the Global Conswitich begins, “GLOBAL

CONSENT AND AGREEMENT (this ‘Agreement’),” Roche gares that the parties

> Id. (quotingVanderbilt Income & Growth Assoc. v. Arvida/JMB Mgers, Inc,

691 A.2d 609, 613 (Del. 1996)).
> In doing so, | note that Delaware law governs toastruction of the Global
Consent. Global Consent § 5.06.

®®  |d. § 5.08 (italics in original, bold emphasis added)
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defined the term “Agreement” to be the Global Conise~rom that, it extrapolates that
the plain meaning of “under” in the phrase “undeis tAgreement” is that the Global
Consent’s nonassignment clause applies only toritftgs, interests, and obligations
created or established under the Global Consentihose created or established under
other contracts. To support this construction, ieogotes that § 5.08 makes no mention
of BioVeris's patents or licenses and asserts tlmhing suggests those intellectual
property rights came into being or otherwise artseder” the Global Consent.
Moreover, Roche contends that just because cqstaiisions in Article 3 of the Global
Consent reference intellectual property rights imberests does not mean those rights and
interests arose under the Global Coné®nt.

Essentially, Roche argues that, under the plainrnmgaof § 5.08, for the rights,
interests, and obligations in BioVeris’s patentd #inenses to be deemed to be “under”

the Global Consent, they must have been createthdyGlobal Conserit. Because

>9 Roche argues that BioVeris obtained its intellatfproperty assets from IGEN

before the Global Consent was executed, and Robtened its license in the

separately executed Roche License Agreement. dfumtire, those assets were
not transferred from IGEN to BioVeris under the b Consent; rather, they

were transferred pursuant to the separately exeé&estructuring Agreement.

60 For example, Roche asserts that, under § 3.0@¢parties to the Global Consent

agreed to transfer certain assets from IGEN to Brd/so that the “right” created
under that provision was the right to transfer éhdasterests, not the interests
themselves. DOB 18.

61 Roche contends that the term “under” is unamhiguand, therefore, objects to

Plaintiffs’ attempted use of extrinsic evidence @atibeir subjective understanding
of its meaning.ld. at 20-22.
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rights, interests, and obligations relating to th@ssets arose from contracts executed

earlier or contemporaneously, and not from the @l@onsent, Roche asserts that § 5.08

does not restrict assignment of BioVeris's patemd licenses. According to Roche, if

Plaintiffs wanted to limit the ability of BioVeri® assign its intellectual property assets,

they could have used that language in 8 5.08, lege not to do so.

Assuming, without deciding, that Roche’s constutiis reasonabl& to succeed

on its motion, Roche must demonstrate that its tcocison of 8 5.08 is the only

reasonable interpretatii. Plaintiffs argue that giving the term “under” @smmon and

ordinary meaning, 8 5.08’s prohibitions on assignitrege not limited to rights “created

62

63

Plaintiffs contend that Roche’s construction isaasonable because it would
render 8 5.08 meaningless, making it a nullity. BP20-21 (citingO’Brien v.
Progressive N. Ins. Co785 A.2d 281, 287 (Del. 2001)). They aver thpsr
Roche’s construction, 8§ 5.08 would cover only RI&#si consent to the
acquisition of IGEN, the creation of BioVeris andrisfer of IGEN’s assets to it,
and Plaintiffs’ covenant not to interfere with tlkogansactions. According to
Plaintiffs, if these were the only rights, inteestr obligations that arose “under”
the Global Consent, they would become irretrievalgen the closing of the
Transaction and Plaintiffs would have no right tmsent thereafter. As such, §
5.08 would be a dead letter after the closing #retefore, virtually meaningless.

At this preliminary stage, | am not convinced tiRdche’s construction would
render § 5.08 meaningless. The Transaction Agreentefined in § 1.01 of the
Global Consent were executed in July 2003, bufftla@saction did not close until
February 2004. Thus, according to Roche, 8 5.@equnted the parties from
assigning their rights under the Global Consernth@interim. At least arguably,
therefore, 8 5.08’s prohibition on unauthorizedigrs®ent would have some
meaning, although it would be of marginal impor&anc

SeePharmathene, Inc. v. Siga Techs., Jl2008 WL 151855, at *11 (Del. Ch. Jan.
16, 2008) (noting that a contract is ambiguous @hée language at issue is
reasonably susceptible to two or more differergnprtetations.).
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by” or that “arose” under the Global Consent aloRather, Plaintiffs argue that “under”
means “within the grouping or designation 8f."Using this interpretation, they contend
that 8§ 5.08 incorporates by reference all of thghts, interests, and obligations
concerning the acquisition of IGEN and the formatad BioVeris. Citing references in
Article 3, Plaintiffs aver that rights, interestand obligations created by other
contemporaneous Transaction documents also wouhe cander” the Global Consent’s
umbrella® Otherwise, according to Plaintiffs, Roche’s domstion would render the
term “global” in “Global Consent” meaningless. &liy, Plaintiffs argue that only their
construction comports with their intended purpasenégotiating for 8§ 5.08: to prevent
Roche from interfering with their rights under tM&D License and to prevent transfer of
the ownership of that license to another company.

Roche has not shown that Plaintiffs’ constructioh the term “under” is
unreasonable. Section 5.08 prevents the assignaesent consent, of rights, interests,
and obligations “under” this agreement. It does$, @3 Roche suggests, contain an
express statement that it is limited to those sghtterests, and obligations that were
“created” by or “arose” under the Global Conserence, although Roche’s construction

may be reasonable, it is not the only reasonalbde &ection 3.01 of the Global Consent

®  PAB 18 (citing WEBSTER S THIRD NEW INT’L DICTIONARY 2487 (2002)).

65 At the Argument, Plaintiffs asserted that the laloConsent “knit[s] together
those 12 transaction agreements, and get[s] ouseobnto it, in essence. |t
doesn’t, within its four corners, create any rigbts its own whatever. It's a
consent.” Tr. 62.
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confirms that, by signing that document, each parég providing a global consent to
each of the multiple Transaction Agreements and tomsummation of each
Transactiorf’® Under § 1.01, these defined terms include inrtperview the twelve
subsidiary agreements that make up the overall sk@on, including the Global
Consenf’ Thus, the term “under” reasonably could encompagss, interests, and
obligations that were created under one or mota@bther eleven agreements. As such,
a reasonable reading of 8§ 5.08 of the overarchifgb#& Consent is that rights and
interests in IGEN'’s intellectual property, includirownership of the MSD License,
which subsequently were transferred to the newtyatml BioVeris in 2003, would be
covered by § 5.08’s prohibition against unauthatiassignments.

The proviso in § 5.08 further supports this cosido. It states, in pertinent part:
“provided however that the parties acknowledge and agree that dmwecsion of
[BioVeris] in accordance with Section 2.01 of thesRucturing Agreement and the
continuation of [BioVeris] as a result thereof $Ha@ deemed not to be an assignment
and shall not require any consent of any pattyPlaintiffs credibly assert that the carve-
out from § 5.08’s consent provision of the transielassets from IGEN to BioVeris in
the Restructuring Agreement shows that § 5.08 reddy could apply to actions

authorized by other Transaction Agreements. Thecgoof the rights, interests, and

66 Global Consent § 3.01.
67 Id. § 1.01.

% |d. § 5.08 (emphasis in original).
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obligations concerning the creation of BioVeris was Restructuring Agreement, not the
Global Consent. Yet, the parties explicitly agreed 5.08 that BioVeris's transition
from an LLC to a publicly traded corporation wouldt be deemed an assignment by
operation of law or otherwise. It is plausibleerfore, that rights or interests created
under other Transaction Agreements, including tbehR License, would be subject to
the requirements in § 5.08 that they not be asdign#hout Plaintiffs’ consent.

Because § 5.08 is fairly susceptible to more taa reasonable construction, it is
ambiguous. Moreover, this Court cannot resolve #rabiguity in the context of a
motion to dismis§?

b. Did the BioVeris Merger constitute an assignment “lg operation of law”?

Roche contends that even if the Court finds thal/Bris’s patents and licenses
are “rights, interests, or obligations [that falfjder” 8 5.08’s nonassignment clause, the
Court still could dismiss Count | because no assgmt in violation of that provision
occurred. According to Roche, a change in contfola continuing corporation, as
occurred here, is not an assignment by operatiotawfor otherwise. In particular,
Roche argues that BioVeris did not assign anythagroche in the BioVeris Merger.
BioVeris retains today the licenses and intellelcpmaperty it received from IGEN in the

Transaction; the only thing that changed is theeraiip of BioVeris.

% SeeAppriva S'holder Litig. Co. v. EV3, Inc937 A.2d 1275, 1289 (Del. 2007)
(noting that a motion to dismiss may not be graritedailure to state a claim if
the defendants’ interpretation is not the only oeable construction as a matter of
law).
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It is plausible that 8 5.08 does not require Rifig consent for all changes in

ownership or control of BioVeris. The relevantdaage states: “Neither this Agreement

nor any of the rights, interests or obligations emtthis Agreement shall lessigned in

whole or in partby operation of law or otherwiseby any of the parties without the

prior written consent of the other parties . . ’° "This language, on its face, covers

“assignments” and does not expressly prohibit angbaof “control” or “ownership” of

BioVeris.* Nevertheless, the absence of a “change of coptmlision” in the Global

70

71

Global Consent 8 5.08 (bold emphasis added).

Anti-assignment provisions generally provide ttieg rights and interests under a
contract may not be assigned without the consenthefcounterparty to the
contract. SeeE. THOM RUMBERGER JR., ET AL., THE ACQUISITION AND SALE OF
EMERGING GROWTH COMPANIES: THE M&A EXIT, 8 5:6 (2d ed. 2009). A typical
“anti-assignment” provision states that an “Agreammay not be assigned by
either party without the prior written consent dfetother party.” See id
(emphasis in original omitted). “A ‘change in cant provision, on the other
hand, typically provides that the counterparty nexyninate the contract if target
experiences a change in control in its ownershif@d” Such a provision might
state: “Licensor may terminate this Agreement ugiorty calendar days' written
notice if Licensee experiences a Change in ConftoChange in Control’ shall
mean (i) an acquisition of Licensee by means ofemger, consolidation, share
exchange, or other similar transaction or serieselafted transactions resulting in
the exchange of the outstanding shares of Licensaglital stock such that the
stockholders of Licensee prior to such transactiim not own, directly or
indirectly, at least fifty percent of the votingwer of the surviving entity in the
same proportions, relative to other stockholdess,tl@ey did prior to such
transaction, or (ii) the disposition by sale, lisenor otherwise of all or
substantially all of the assets of Licensedd. (emphasis in original omitted).
Thus, when a contract includes this sort of languatyird party consent is
necessary if the entity is being sold outright ®rselling substantially all of its
assets.ld.
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Consent does not necessarily mean that the BioWsiger falls outside the scope of §
5.08.

Section 5.08 prohibits, sans consent from MSD 88T, an assignment of
BioVeris’s rights and interestsy operation of law or otherwiseThat is, if the BioVeris
Merger properly is found to be an assignment byraimm of law, it would violate §
5.08, even if that provision did not expressly plbghunauthorized mergers generally.
Although both Plaintiffs and Roche characterizettdren “by operation of law” in § 5.08
as unambiguous, they advance quite different coctsbns of it. One major difference
relates to whether a reverse triangular merger MRTcould ever be viewed as an
assignment by operation of law. No Delaware cgsarely has addressed that issue.

Roche contends that acquisitions of companies rgviechnology licenses that
are effected by RTMs do not involve assignments dpgration of law.” It argues that
the mere acquisition of a corporation does notlwevthe assignment by operation of law
of the rights and obligations of that corporatisn, long as the corporation’s form and
contractual responsibilities are preserved. Robkgins by emphasizing that the
BioVeris Merger was effectuated through the usaroRTM, whereby BioVeris became
a wholly-owned subsidiary of Roche by having anofReche subsidiary merged into it.
Then, analogizing to cases involving stock acgois#, Roche contends that the effect on
the surviving entity in an RTM is similar to thefeft on an entity whose stock is
purchased in a stock acquisition; that is, the titleof the owners change, but none of

the entity’s contractual responsibilities are vdyier, by implication, assigned.
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Triangular mergers are common and have a myridegifimate justificationg?
In an RTM, a parent corporation creates a whollyr@@svmerger sub and then causes it to
merge into the target. The outstanding sharebeottib, which are owned by the parent,
are converted into shares of the target and thetanding shares of the target are
converted into shares of the parent or some ottiesideratior> An advantage of this
structure is that the target becomes a wholly-owsglsidiary of the parent without
incurring any change in its corporate existeffce.Consequently, “the rights and
obligations of [the target] . . . are not transéelrassumed, or affected. For example,
obtaining consents for the transfer of . . . li@nsnay not be necessary, absent a
provision to the contrary in the license[] . .ne@ the license[] will continue to be held by
the same continuing corporatiof?.”

In making its argument, Roche combines these iptex with Delaware’s stock
acquisition jurisprudence. In a number of casesrts in this State and elsewhere have

held that “[w]here an acquiror purchases the simick corporation, that purchase does

2 See Lewis v. Ward2003 WL 22461894, at *4 & n.18 (Del. Ch. Oct. 2803),
aff'd, 852 A.2d 896 (Del. 2004).

& 1 R. Franklin Balotti & Jesse A. Finklesteifhe Delaware Law of Corporations

and Business Organizatio§s9.8, at 9-11-12 (3d ed. 1998).
“ .

> Id. Pursuant to ®el. C.§ 259(a), the effect of a merger is that all “tights,
privileges, powers and franchises of each of [iesttuent] corporations, and all
property, real, personal and mixed, and all debis © any of said constituent
corporations on whatever account . . . shall béedem the corporation surviving
or resulting from such merger or consolidation.D@&. C.8 259(a).
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not, in and of itself, constitute an ‘assignmenttite acquiror of any contractual rights or

obligations of the corporation whose stock is $6fd.This is so because “a purchase or

change of ownership of such securitiagdin, without morgis not regarded as assigning

or delegating the contractual rights or duties lué torporation whose securities are

purchased #

As some commentators have noted, the effect dRBM is closer to that of a

stock acquisition than it is to a forward triangutaerger (“FTM”), where the target

company is not the surviving entity and its rightdgerests, and obligations vest in the

surviving entity’® Like in a stock acquisition, the surviving entity a typical RTM

76

77

78

See, e.g.Baxter Pharm. Prods., Inc. v. ESI Lederle Jrii999 WL 160148, at *5
(Del. Ch. Mar. 11, 1999Branmar Theatre Co. v. Branmar, In264 A.2d 526,
529 (Del. Ch. 1970) (“Defendant suggests that sittoe Rappaports' could not
assign the lease without its consent they shouidb@ermitted to accomplish the
same result by transfer of their stock. But thee rilat precludes a person from
doing indirectly what he cannot do directly hasapplication to the present case.
The attempted assignment was not by the Rappappatisy plaintiff corporation,
the sale of stock by its stockholders. Since dedahdhas failed to show
circumstances to justify ignoring the corporatiseparate existence reliance upon
the cited rule is misplaced.”).

Baxter Pharm. Prods., Inc1999 WL 160148, at *5 (emphasis added).

SeeElaine D. Ziff, The Effect of Corporate Acquisitions on the Tai@empany's
License Rights57 Bus. LAw. 767, 788 (2002) (“A reverse subsidiary merger is
arguably more analogous to a sale of stock thas tb a forward subsidiary
merger where the target company disappears. lnesige subsidiary merger, when
the ‘dust cleared,” nothing has changed but theepsimnip of the licensee. Cases
involving the effect of stock sales on the targmhpany's license rights have . . .
overwhelmingly found that no transfer has occutjeootnotes omitted)cf. In

re Inergy L.P, 2010 WL 4273197, at *11 (Del. Ch. Oct. 29, 2010 the
corporate context, a parent corporation can acquisgget corporation by setting
up a subsidiary to merge with the target—a pradtiequently referred to as a
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emerges from the transaction with the same coniahcights and obligations as it had
before the transaction. That is, the target Isthe entity obligated to perform under its
existing executory contracts, even after the RTkbispleted.

The stock acquisition cases do not establish, kewehat the term “by operation
of law” must be construed as Roche contends as @emmaf law. First, stock
acquisitions, though similar in some respects,nateRTMs, the transaction structure at
issue here. Hence, stock acquisition cases areonaiolling”® But, they do exemplify a
situation in which a mere change of ownership, suthmore, does not constitute an
assignment as a matter of law. Yet, here, untikBaxter®® for example, Plaintiffs have
alleged more than a mere change in BioVeris’s oshmpr status as a result of the

BioVeris Merger. They allege that within monthstbét transaction, Roche laid off all

triangular merger. The subsidiary usually has neetssother than the merger
consideration to be paid to the target. The eftécthis arrangement is that the
parent does not become a constituent to the mdrgmveen the target and the
subsidiary.”).
& Cf. Baxter Pharm. Prods., Inc1999 WL 160148, at *5 n.19 (noting that the
“significant differences between” stock acquisisoand mergers “render the
merger cases inapposite here.”).

8 In Baxter the court noted that “[e]xcept for the name clearBPP [the subject of

the stock acquisition f/k/a OPP] is essentially #a#ne company as the former
OPP. BPP sells and markets the same product fimgintains the same corporate
policies, and it employs a large majority of thensasales force and administrative
personnel as did OPP. BPP also continues to op#ratsame facility in New
Jersey.” Baxter Pharm. Prods1999 WL 160148, at *5.
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of BioVeris’'s 200 employees, vacated BioVeris's Mand facility, and notified
BioVeris’s existing customers that its product fineere being discontinuéd.

While Roche’s construction of “by operation of las reasonable, it has cited no
Delaware case that holds that an RTM in circum&sarmmomparable to this case cannot
constitute an assignment by operation of law. dditeon, Plaintiffs have alleged specific
facts in support of their allegation that more tllamere change of ownership occurred
with regard to BioVeris as a result of the Mergeilhus, while | find Roche’s
construction reasonable, it is not necessarilyotilg reasonable interpretation.

For their part, Plaintiffs construe an assignnibgtoperation of law” as including
mergers, regardless of their kind. For supporytrely on two principal sources: (1)
Delaware cases suggesting that, in the contextTéds; a merger would constitute an
assignment by operation of l&%and (2) a California federal court’s holding tfeat
RTM results in an assignment by operation of faw.

As to the FTM cases, Plaintiffs rely denneco Auto Indor the proposition that,

“[a]s a general matter in the corporate context, phrase ‘assignment by operation of

81 Compl. § 57. Plaintiffs allege that these aiconverted BioVeris into a mere

holding company for its intellectual property assédl.

82 PAB 23-25 (citing, among other cas&ésnneco Auto Inc. v. El Paso Cqrg002

WL 453930, at *2 (Del. Ch. Mar. 20, 2002), a8tar Cellular Tel. Co., v. Baton
Rouge CGSA, Inc19 Del .J. Corp. L. 875 (Del. Ch. 1993ff'd, 647 A.2d 382
(Del. 1994)).

83 PAB 28-29 (citingSQL Sol'ns Inc. v. Oracle Corpl991 WL 626458 (N.D. Cal.
Dec. 18, 1991)).
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law’ would be commonly understood to include a reer§* In that case, NNS | and El
Paso entered into an insurance agreement withtaassignment clause similar to § 5.08
here® Then, in an FTM, NNS | merged into NNS 1, a wigadwned subsidiary of
Northrup. El Paso claimed that this FTM violatbd anti-assignment clause with regard
to rights NNS | had under the insurance agreem&fite Chancellor Noble explained
that, in isolation, he would read the phrase “bgragion of law” in 8 8.6 of the insurance
agreement “to preclude a transfer of rights untler Insurance Agreement by merger
absent prior consent from the other parties .”%. He also noted that “the Delaware
Supreme Court has equated an assignment ‘by operattilaw’ with a merger” and that
“this Court has suggested that the phrase ‘trarsfesperation of law’ would, again in
the corporate context, be understood to includeryer.®’

The Court found that term ambiguous becausesaklationship to other language
in 8 8.6 and looked to the analysis Star Cellular for guidance. There, this Court
observed that:

where an antitransfer clause in a contract doesxglicitly
prohibit a transfer of property rights to a newignby a

8 Tenneco Auto. Inc2002 WL 453930, at *2.

85 The relevant provision ifennecostates in pertinent part. “8.8uccessors and

Assigns.Except as otherwise expressly provided herein,pady hereto may
assign or delegate, whether by operation of lawtberwise, any of such party's
rights or obligations under or in connection withist Agreement without the
written consent of each other party herettl” at *1.

86 Id. at *2

8 1d. (internal citations omitted).
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merger, and where performance by the original eatitig
party is not a material condition and the trangflf creates
no unreasonable risks for the other contractingigmrthe
court should not presume that the parties intertdguohibit
the mergef®

The Court in Tennecodetermined that because ongoing interactions legtwibne
contracting parties were limited and El Paso fdesd adverse consequences as a result
of the FTM, the challenged merger was not prohiblig the nonassignment clafSe.

TenneccandStar Cellular another case cited by Plaintiffs that arose e RiM
context, are instructive here because they coreidevhether an FTM triggers a
nonassignment clause. Nevertheless, as with $esdavolving stock acquisitions, they
are not controlling because they did not addresstlvén an RTM also would trigger such
a provision?®

Plaintiffs have cited one case, however, in wradBalifornia federal court found
that an RTM did constitute an assignment by opamadi law in violation of a governing

contract’'s nonassignment clatdeln SQL Solutions, Incthe federal district court for

88 Id. at *3.

8 Tenneco Auto. Inc. v. El Paso Cqr@002 WL 453930, at *4 (Del. Ch. Mar. 20,
2002).

%0 In that regard, some commentators have obsehatd[tv]hile forward subsidiary

mergers are commonly viewed as violative of ansigrement provisions in the
disappearing company's contracts, the same coonldsies not necessarily follow
with respect to reverse subsidiary mergerSéeElaine D. Ziff, supranote 78, at
187.

o SQL Sal'ns, Inc. v. Oracle Corpl991 WL 626458, at *3 (N.D. Cal. Dec. 18,
1991). In SQL Solutions Oracle and D&N executed a software licensing
agreement. Thereafter, SybaseSub, a wholly-ownkdidiary of Sybase Inc.

34



the Northern District of California explained thaZalifornia courts have consistently
recognized that an assignment or transfer of rigbesoccur through a change in the
legal form of ownership of a business.”The court held that, under California law, a
transfer of the target’s rights under the softwageeement in question occurred when the
merger sub merged into the target in an RTM to farmholly-owned subsidiary of the
acquiring company® This case deserves only limited weight, howe¥er, several
reasons. First, as a decision from another juwriixh, it is not binding on this Court.
Second, the status of ti®QL Solutionpinion as an unreported federal district court
case renders it nonbinding in California courtswadl, the state whose law was relevant
to the court’s analysi¥. And, in any event, the court’s reasoning is ofgeguestion.
Nevertheless, at this preliminary stage, | am pohvinced that Plaintiffs’
construction of 8 5.08 as requiring their consenthe circumstances of this case is

unreasonable. First, | know of no Delaware casectly addressing whether an RTM

merged into D&N in an RTM.Id. at *1 (D&N was renamed SQL Solutions after
the RTM.) SQL filed a suit for declaratory relisdmong other things, when

Oracle threatened to terminate the software agreeimecause D&N allegedly

breached the nonassignment clause in that agreeumhent it transferred its rights

thereunder to SQL Solutiongd.

%2 |d. at *3-4 (noting that a transfer of rights is a4 a transfer because it occurs by
operation of law in a merger).

93 Id. at *4.

94 SeeFormer S’holders v. Browning-Ferris Indu005 WL 2820594, at *5 (Cal.
Ct. App. Oct. 28, 2005) (“Plaintiffs rely most hdsgvon SQL Solutions . . an
unreported federal district court opinion. ObvigusbQL Solutionshas no
precedential value.”).
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violates a contractual provision preventing theutharized assignment “by operation of
law” of an asset held by the target. Delawares hkany of its sister states, apparently
has not yet confronted this isstieSecond, as discussedpra to the extent Roche relies
on various stock acquisition cases for the promsithat an RTM does not trigger an
assignment of the rights held by the entity whadseksis acquired because all that has
happened is a mere change of legal ownership, dbts fof this case arguably are
distinguishable. Here, Plaintiffs aver that Biolenot only experienced a change in its
ownership, but also essentially was gutted and eded into a shell company for
Roche’s benefit. Thus, if BioVeris entered an RWWHich resulted in more than a mere
change in control, as alleged, there could be smei®f fact as to whether the parties
intended to require Plaintiffs’ consent in thiuation by using the term “by operation of
law or otherwise” in 8 5.08. Additionally, Plaiff§ plausibly argue that “by operation of

law” was intended to cover mergers that effectivgbgrated like an assignment, even if

9 See, e.g.Shannon D. Kung, Not&he Reverse Triangular Merger Loophole and

Enforcing Anti-Assignment Clause$03 Nwv. U. L. ReEv. 1037, 1053 (2009)
(“Delaware courts have not addressed the applitabil anti-assignment clauses
in the context of reverse triangular mergers.”)shim G. Graubart, Note,
Unintended Consequences: State Merger StatutesNmm@ssignable Licenses
2003 DUKE L. & TECH. REV. 25, at *1 (2003) (noting that inconsistency amtmg
states has fostered continuing confusion regarthiagefficacy of anti-assignment
clauses when confronted with the merger of partigsgsley L. Taft, et al.,
Introduction to Patents and M&A31 PLI/RAT 211, 222-23 (2008) (“A reverse
triangular merger is generally thought to presdm best argument that no
assignment has occurred as part of the mergerubedhe party to the license
agreement has not changed. However, there is qwailieg case law, notably
SQL Solutions. . ."”) (internal citation omitted).
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it might not apply to mergers merely involving chas of controf® Therefore, because
the parties offer two competing, but reasonabl@stractions of the term “by operation
of law,” | also find that term of the Global Consém be ambiguous.

C. Harm to Plaintiffs

Finally, while the parties disputed whether thévFGases, includingtar Cellular
andTennecosupport Plaintiffs’ construction of “by operation law,” they agreed at the
Argument that, under those cases, if the Courtsfile nonassignment clause ambiguous
as to whether it applies to a merger, the Courtkhoonsider whether the nonmerging
party suffered harm as a result of the transaciio@analyzing whether consent to a
merger was requiret. In Tenneco after finding the nonassignment provision
ambiguous, Vice Chancellor Noble looked to the pngstion articulated inStar

Cellular, which states that:

% In reaching this conclusion, | am cognizant a Well-settled law of independent
legal significance and the respect for separateorate entities traditionally
afforded by Delaware law. These principles maywpriomportant in the ultimate
resolution of this dispute. At this early stagelwé litigation, however, where the
factual record has not been developed, the CogKslsufficient evidence to
choose between two reasonable constructions ofitaawb.

o7 Tr. 33 (Roche: “what Star Cellular and Tennezally mean is when the meaning
of the assignment language is unclear, it is andauguyou then can look -- the
Court can then look to see if there was any harrb8)(Plaintiffs: “The cases also
say, Tenneco and Star Cellular, if you are ambiguand don't use the "by
operation" and want to make it clear, you under@aherms analysis.”); PAB 29
(“Any ambiguity as to the applicability of the GlabConsent’'s prohibition of
assignments cannot be resolved on a motion to gssmiThis Court has, Iin
construing non-assignment clauses in such circurosta required inquiry into
whether the substance of the transaction harmeddhe&onsenting party.”).
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Where an antitransfer clause in a contract doeexgalicitly

prohibit a transfer of property rights to a newignby a

merger, and where performance by the original eatitrg

party is not a material condition and the trangfslf creates
no unreasonable risks for the other contractindigmrthe
court should not presume that the parties intertdguohibit

the mergef?

The potential relevance of any adverse consequesfctse BioVeris Merger to

Plaintiffs provides a further reason to deny Detentd’ motion to dismiss. Neith&tar

Cellular nor Tennecowere decided at the motion to dismiss stage. dddéheStar

Cellular court looked first to extrinsic evidence concegithe parties’ intent in using the

term “transfer” in a nonassignment provision, whicfound unhelpful, before invoking

the presumption outlined aboVe.Procedurally, this action is at a much earliagst

| note, however, that Plaintiffs’” Complaint allegbsit they will suffer significant

harm as a result of the BioVeris Merger. For exi@nie parties agreed in 8 5.09(a) of

the Global Consent that “irreparable damage wouwlcup in the event that any of the

98
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Tenneco Auto. Inc. v. El Paso Cqrp002 WL 453930, at *3-4 (Del. Ch. Mar. 20,
2002) (noting that the Court looks to whether tbeamerging party would suffer
“any adverse consequences” as a result of the merge

Star Cellular Telephone Co. v. Baton Rouge Cgsa,, 16993 WL 294847,
reprinted in19 Del. J. Corp. L. 875, 890 (Del. Ch. Aug. 3, 3p0To summarize,
the inquiry into the “plain meaning” of the Agreemiend the extrinsic evidence
uncovers nothing which compels the view that thatrexting parties intended
“transfer” to have the broad meaning that the pidnadvocate. Nor, by the same
token, does it compel the more restrictive inteigdien urged by the defendants.
That being the case, the Court, in attempting te@ain the contracting parties'
intent, may consider applicable legal doctrinesluding presumptions. . . . That
analytical step brings into focus the objectiveat tharties to an antiassignment
clause are generally presumed to be seeking teazH).
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provisions of this Agreement¢., 8 5.08’s prohibition on unauthorized assignmergie

not performed in accordance with their specifiartgror were otherwise breachéd®
This Court has upheld similar contractual stipolasi in otherwise enforceable
contracts?’® Plaintiffs also allege that due to Roche acqgirand then dismantling
BioVeris, Plaintiffs lost their bargained-for protmn from BioVeris's independent
watchdog role in preventing encroachment into tftentractually defined and protected
lines of business:® The threat of such harm is heightened, accorthnBlaintiffs, by
Roche’s assertion that the Field limitations in Reche License ceased to be of any legal
effect once Roche acquired BioVeris.

Thus, the Complaint alleges sufficient facts plalysto infer that Plaintiffs were
harmed by Roche’s conduct in proceeding with theVBris Merger without Plaintiffs’
consent. The possibility of such harm in the ceointef a dispute over the purported
ambiguity of § 5.08 further indicates that Counf the Complaint cannot be resolved on

a motion to dismis&®®

% Global Consent § 5.09(a).

191 See True N. Commc'ns Inc. v. Publicis SAL1 A.2d 34, 44 (Del. Ch. 1997)
(finding the irreparable harm element of the injimt standard established by a
contractual stipulation).

192 SeeCompl. 11 61-63; Global Consent § 2.5.

193 |n the alternative, Defendants also seek a patisanissal of Count | to the extent

that it seeks to rescind the BioVeris Merger. antigular, they argue that it would
be impractical as a matter of law to unwind a comsiated merger involving
publicly traded corporations whose shares were bgldhumerous stockholders,
and that such relief also is barred by laches,gihat several years have passed
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3. Count II; Breach of the Roche Licens&™

Roche argues that Plaintiffs failed to state antlas to Count I, which accuses

Roche of breaching the Roche License by selling &4ed products outside of the

Field, for two reasons: (1) as nonparties to tlgge@ment, Plaintiffs lack standing to

enforce it; and (2) even if Plaintiffs do have sliaug, the Field limitations in the

agreement “ceased to be of any effect once Rochairad BioVeris.'® Plaintiffs

dispute Roche’s characterization of the Complauitdrgue, as a threshold matter, that

Count Il must be submitted to arbitration pursutt88 6.2 and 6.3 of the Roche

License. In this regard, Plaintiffs initiated abigration in New York on the same day

104

105

since the Merger was consummated. DOB 31-33; D&Bayuing that Delaware
courts can dismiss particular requests for rekekn if the plaintiff has stated a
claim for relief of some other kind). Although thessibility of rescission-based
relief appears remote in the circumstances of ¢hse for some of the reasons
stated by Defendants, | consider it premature e ituout at this early juncture.
See Chaffin v. GNI Group, Incl999 WL 721569, at *7 (Del. Ch. Sept. 3, 1999)
(“On a motion to dismiss all that need be decidedhether a claim is stated upon
which any relief could be granted. If that questi® answered in the affirmative,
the nature of that relief is not relevant and neetbe addressed. In this case the
defendants do not challenge the legal sufficiericthe duty of care claims, only
the availability of one specific remedy. At thiage, to decide whether rescission
relief is (or is not) feasible would not only goyoad the scope of a motion to
dismiss, but also would be imprudent, becausedei is fact driven and cannot
be decided in the absence of an evidentiary régord.he decision about what
relief, if any, Plaintiffs may be entitled to, tleéore, should be made in the context
of a more fully developed record.

New York law governs the construction of the Rodhcense. Roche License
Agreement 8§ 6.4.

Roche also argues that Count Il is dependent Wpmmt | in the sense that a
dismissal of Count | would require dismissal of @Goli as well.
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they filed this action in Delaware. Alternativellaintiffs’ Complaint seeks an order
compelling Roche to arbitrate their claim under @du*°®

For many of the same reasons it asserts Plairfaffed to state a claim under
Count Il, Roche opposes arbitration of that Coutg.primary argument is that the Roche
License’s arbitration provisions apply only to “Bes,” the definition of which does not
include MST or MSD, and, therefore, Plaintiffs dotnhave standing to request
arbitration as to Count Il. Consistent with thaguanent, on August 27, 2010, Roche
petitioned the New York Supreme Court to stay thmtration Plaintiff initiated in June
2010’

Thus, before considering the merits, | must addifesshreshold issues of whether
Plaintiffs are entitled under the Roche Licensee®&gnent to demand that Count Il be

arbitrated and whether that issue should be dedigietlis Court or the arbitratof® To

1% Compl. 111 5, 77(a). Roche appears to urge dehilaintiffs’ request to arbitrate

Count Il because they have not formally moved tmpel arbitration in this Court

and, instead, demanded arbitration in New York.BOR.. | reject that argument
because Plaintiffs’ Complaint fairly raises thegmaand for arbitration as to Count
II, even if they chose to proceed on a parallelkria New York.

107 SeeAff. of Sean M. Brennecke (“Brennecke Aff.”) Ex. EOn December 17,
2010, the New York court denied Roche’s motion tly Plaintiffs’ demand for
arbitration in New York. SeeDocket Item (“D.l.”) 20. Roche appealed this
decision on February 10, 2011, and the matteristdending. D.l. 26.

108 In this regard, | note that, under the Roche hs$eg the issue of arbitrability is

governed by federal lawSeeRoche License Agreement § 6.2(a) (“The Parties
intend Section 6.2 hereof to be enforceable in @arwe with the Federal
Arbitration Act . . . .”). As noted by our Supren@®urt, however, “Delaware
arbitration law mirrors federal law.James & Jackson, LLC v. Willie GamLC,

906 A.2d 76, 79 (Del. 2006).
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resolve the latter question, | first must decideether these issues relate to procedural or

substantive arbitrability”®

a.

Do the issues presented involve procedural or sulasttive arbitrability?

Questions of procedural arbitrability concern wieetlthe parties to a contract

containing a provision mandating arbitration ofpdites have complied with the terms of

that provision, including whether “prerequisitescisuas time limits, notice, laches,

estoppel, and other conditions precedent to amalidin to arbitrate have been m&t”

In general, courts presume that issues relatingrdoedural arbitrability will be decided

by an arbitratof™* On the other hand, questions of substantive ratility concern

“gateway questions” relating to the applicability an arbitration provision to a given

dispute'? Substantive issues require the court to analyeevalidity and scope of the

109

110

111

112

See Bell Atl.-Pa., Inc. v. Commc’ns Workers of A4 F.3d 197, 200-01 (3d Cir.
1999) (“Disputes surrounding arbitration have oftbaen divided into the
categories of ‘substantive arbitrability’ and ‘pealural arbitrability.”); Willie
Gary, LLC, 906 A.2d at 79Julian v. Julian 2009 WL 2937121, at *4-5 (Del. Ch.
Sept. 9, 2009) (“In determining whether a claim iddobe decided before an
arbitrator, Delaware courts divide the issue intoesjions of ‘procedural
arbitrability’ and ‘substantive arbitrability.’).

See, e.gKristian v. Comcast Corp446 F.3d 25, 39 (1st Cir. 200&)nited Steel

Workers of Am. v. Saint Gobain Ceramics & Plastins, 505 F.3d 417, 420 (6th
Cir. 2007);see als@Avnet, Inc. v. H.1.G. Source, In2010 WL 3787581, at *4
(Del. Ch. Sept. 29, 2010).

See, e.gKristian, 446 F.3d at 39nt'l Ass'n of Machinists & Aerospace Workers
v. Indresco, Inc.-Indus. Tool D)W892 F. Supp. 917, 922 (S.D. Tex. 1995).

Kristian, 446 F.3d at 39 (identifying “two categories ofsmplites where we
presume thatourts rather than arbitratorshould resolve the gateway dispute:
(1) disputes ‘about whether the parties are bouna lgiven arbitration clause’;
and (2) disagreements ‘about whether an arbitratf@use in a concededly
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arbitration provisiod?® When examining substantive arbitrability, the emging
guestion is whether the parties decided in theraohto submit a particular dispute to
arbitration™**

Here, the arbitration-related issue before the Casr clearly substantive.
Plaintiffs contend that they are entitled to aneorilom this Court requiring the parties to
arbitrate Count Il. Roche counters that Plaint#fe not “Parties” to the Roche License
and, therefore, have no right under 88 6.2 andt®.@Bvoke its arbitration provisions.
Roche draws a distinction between entering int@agmreement and merely consenting to
it, which it claims is all Plaintiffs did with rega to the Roche License. According to
Roche, a mere consent entitles Plaintiffs to fergits in the contract® This dispute

focuses on the gateway issue of whether Plaintifiy invoke the arbitration provisions

binding contract applies to a particular type ohtcoversy.”) (internal citations
omitted); Bell Atl.-Pa., Inc, 164 F.3d at 200-Olsee alsoJulian, 2009 WL
2937121, at *4.

113 See Bell Atl.-Pa., Inc164 F.3d at 200-01 (“Substantive arbitrabilitfers to the
guestion whether a particular dispute is subjecttlie parties’ contractual
arbitration provision(s).”)see also RBC Capital Mkts. Corp. v. Thomas Weisel
P'rs, LLC, 2010 WL 681669, at *8 (Del. Ch. Feb. 25, 2010).

114 See Avnet, Inc2010 WL 3787581, at *4.

15 For example, Roche contends that “[MSBdnsentedto the entire [Roche

License], but ijoined only in the licenses,” and not in other provisi@ueh as the
arbitration section. DRB 25 (emphasis in origindhor their part, Plaintiffs assert
that “four reasons compel arbitration in this cas#ependent of ‘party’ status,”
including that the parties to the Roche Licensee&grent agreed to submit claims
such as Count Il to arbitration, the broad languafj& 6.2 requires arbitration
regardless of “party” status, Roche is equitablyomsed from opposing
arbitration, and if the arbitration clause is amiogs, all doubts should be
resolved in favor of arbitrability. PAB 35-38.
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in the Roche License based on their having condettteand joined in parts of that
License. 1 find that issue to be related to thepscof the arbitration provisions and,
therefore, substantive in nature.

b. Should the Court or the arbitrator determine arbitr ability?

Unlike issues pertaining to procedural arbitrapijlitissues of substantive
arbitrability presumptively are to be decided bygaart, absent evidence that the parties
“clearly and unmistakably” intended otherwig®.Roche contends there is “no language
in Section 6 of the [Roche License] permitting jRidfs] to invoke arbitration [so
Plaintiffs’] claim that [they have] a contract-bdseght to arbitrate must be resolved in
court, not in arbitration®*” But, before reaching the issue of whether Coushauld be

arbitrated, | first must address who should dethide issue: the Court or the arbitratdt.

116 See, e.g.Intl Ass'n of Machinists & Aerospace Workers v. 8téel Corp. 615

F.3d 706, 712 (6th Cir. 2010ontec Corp. v. Remote Sol'n, C898 F.3d 205,
208 (2d Cir. 2005) (“Under the FAA, there is a gah@resumption that the issue
of arbitrability should be resolved by the courts. . Acknowledging this
presumption, we have held that the issue of atbiitya may only be referred to
the arbitrator if there iclear and unmistakable evidendeom the arbitration
agreement, as construed by the relevant statehaivthe parties intended that the
guestion of arbitrability shall be decided by thbitator.””) (emphasis in original)
(internal citations omittedBell Atl.-Pa., Inc, 164 F.3d at 200-01 (“Absent a clear
expression to the contrary in the parties’ confraaibstantive arbitrability
determinations are to be made by a court and nairlaitrator.”); see alscAvnet,
Inc., 2010 WL 3787581, at *4 (citingVillie Gary, 906 A.2d at 79);Julian, 2009
WL 2937121, at *4-5 .

117 DRB 23.

118 See Anderson v. Pitney Bowes, |12605 WL 1048700, at *3-4 (N.D. Cal. May 4,
2005);see alscCarder v. Carl M. Freeman Cmtys., LL.2009 WL 106510, at *3
(Del. Ch. Jan. 5, 2009).
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If the answer is the arbitrator, then this Coudkkjurisdiction to decide whether the
particular claims asserted in Count Il are subjedcrbitration or whether Plaintiffs have
standing under the Roche License to arbitrate tHém.

“The issue of who should decide arbitrability tuorswhat the parties agreed to in

their contract.*?°

Because courts presume that the parties did gateato submit
substantive arbitrability issues to the arbitratbthe contract is silent or ambiguous, the
court will decide arbitrability?* But, “if the parties ‘clearly and unmistakably’
empowered an arbitrator to determine arbitrabiliyg Court must compel arbitration of
the gateway issues as welf?

The majority federal view, as recognized by thea@re Supreme Court Willie
Gary, involves a two-pronged method for determining whether antratibn clause

constitutes “clear and unmistakable evidence” oé tparties’ intent to arbitrate

arbitrability}?®* This evidentiary standard is satisfied if an @ation clause (1) generally

119 See Mehiel v. Solo Cup G®005 WL 1252348, at *7 n.56 (Del. Ch. May 13,
2005) (noting arbitration provides an adequateadyrat law).

120 Anderson 2005 WL 1048700, at *2see alsoFirst Options of Chicago, Inc. v.
Kaplan 514 U.S. 938, 944 (1995) (“When deciding whetiher parties agreed to
arbitrate a certain matter (including arbitrabjlitgourts generally [with certain
gualifications] . . . should apply ordinary stadevl principles that govern the
formation of contracts.”).

121 gee Andersqr2005 WL 1048700, at *2.

122 gee, e.g.d.; Bell Atl.-Pa., Inc, 164 F.3d at 200-OXkee also Willie Gary, LLC
906 A.2d at 78-79.

123 Willie Gary, 906 A.2d at 80cf. Contec Corp.398 F.3d at 208.
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refers all disputes to arbitration and (2) refeemna set of arbitral rules, such as the
American Arbitration Association (“AAA”) rules, thaempowers arbitrators to decide
arbitrability.

| find that, under the standard articulated in fatland Delaware law, the Roche
License arbitration clause contains clear and utakeble evidence that the parties’
intended to arbitrate arbitrability. First, 88 @2d 6.3 broadly refer all disputes between
the parties to arbitration. In particular, 8 6)2¢kates that “[a]ny dispute or other matter
in question between [IGEN and IGEN LS] arising ofitor relating to the formation,
interpretation, performance, or breach of this &gnent . . . shall be resolved solely by
arbitration if the Parties are unable to resohedispute through negotiation pursuant to
§ 6.1 hereof** Section 6.3 provides that Article 6 of the Licenwhich contains the
arbitration provisions, “shall be the exclusivepdite resolution procedure for Disputes

under this Agreement and no Party shall bring Displbefore any court, except as

124 willie Gary, 906 A.2d at 80 (“As a matter of policy, we addm majority federal

view that reference to the AAA rules evidenceseachnd unmistakable intent to
submit arbitrability issues to an arbitrator. W sb in the belief that Delaware
benefits from adopting a widely held interpretatainthe applicable rule, as long
as that interpretation is not unreasonable. Thpnihaview does not, however,
mandate that arbitrators decide arbitrabilityaihcases where an arbitration clause
incorporates the AAA rules. Rather, it applieshiose cases where the arbitration
clause generally provides for arbitration of allites and also incorporates a set
of arbitration rules that empower arbitrators taide arbitrability.”);see also id
atn.9.

125 Roche License Agreement § 6.2(b).
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appeals to arbitration awards are permitted byiGe&.2."*® Second, § 6.2(f) refers to
the AAA rules, which permit arbitrators to deciddiaability.**” Therefore, | find that
the Parties to the Roche License clearly and uakastly committed questions of
arbitrability to the arbitrator.

This conclusion also withstands Roche’s argumeat Biaintiffs lack standing to
compel Roche to arbitrate their claim because thene not “Parties” to the license, and
merely joined in or consented to it. Althoughsttempting to address that issue on its
merits, it would be inconsistent witlillie Gary for a court to address the merits of the
underlying claim once it has determined that aritrator should decide arbitrability®
Nevertheless, consistent with my holdingsJudian, in cases where the parties dispute
whether the arbitrator should decide arbitrabitigcause one party claims the other does
not have standing to compel arbitration, “a coudnaeivably could consider a
preliminary question of whether or not there isodbable basis for the court to conclude

that” the opposing party, in fact, has such stapfih As such, “[i]f there is such a

126 1d. 8 6.3.

127 |1d. § 6.2(f) (“Except as provided above, arbitratishall be based upon the

Commercial Arbitration Rules of the American Arbiion Association. . . .").
Rule 7 of the AAA Rules provides, with respect tgigdiction, that “[tlhe
arbitrator shall have the power to rule on his @r éwn jurisdiction, including any
objections with respect to the existence, scopevaddity of the arbitration
agreement.” AAA Commercial Arbitration Rule R-7(a)available at
http://www.adr.org/sp.asp?id=22440#R?7.

128 gSee generallyulian v. Julian 2009 WL 2937121, at *7 (Del. Ch. Sept. 9, 2009);
McLaughlin v. McCann942 A.2d 616, 627 (Del. Ch. 2008).

129 Julian, 2009 WL 2937121, at *7.
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colorable basis, along with a broad clause anderbte to the AAA Rules or something

analogous to them, then the question of substamtitsérability should be sent to the

arbitrator.™**°

Plaintiffs MST and MSD have stated a colorable $&si their claim of standing
to compel Roche to arbitrate Count Il. @Gontec Corp. v. Remote Solution, Cimr
example, the Second Circuit faced the similar issiéwhether a non-signatory can
compel a signatory to arbitrate under an agreenmveste the question of arbitrability is
itself subject to arbitration™** The plaintiff, Remote Solution, argued it couldt e
compelled to arbitrate with the defendant, Conbecause the defendant was a “stranger”
to the 1999 agreement to which the plaintiff wasignatory and which contained the
relevant arbitration provisioti’ The court explained that:

just because a signatory has agreed to arbitrategess of
arbitrability with another party does not mean thamust
arbitrate with any non-signatory. In order to decigdhether
arbitration of arbitrability is appropriate, a counust first
determine whether the parties have a sufficiemitigiship to
each other and to the rights created under theeagget. . . .
A useful benchmark for relational sufficiency camfbund in
our estoppel decision i@hoctaw Generation Ltd. P'ship v.
Am. Home Assurance Cavhere we held that the signatory to
an arbitration agreement “is estopped from avoiding
arbitration with a non-signatory ‘when the issubs hon-
signatory is seeking to resolve in arbitration stertwined

130 Id

131 398 F.3d 205, 209 (2d Cir. 2005).

132 Contec L.P., the other signatory, had merged thighdefendant, leaving the latter

as the surviving entity.
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with the agreement that the estopped party haegign . .

In Choctaw we summarized the factors laid out in
Smith/Enron as “the relationship among the parties, the
contracts they signed (or did not), and the issbas ha[ve]
arisen.**

Applying these factors, the court found a suffitierationship between the plaintiff and
the non-signatory defendant based on: the reldtiprisetween each Contec entity and
the plaintiff; the fact that the plaintiff had sigphthe agreement; and the existence of a
dispute between the parties that related to th® a@@eement regardless of the change in
the defendant’s corporate forfff. Having found such a relationship between theigmrt
the court held that because the plaintiff “agréedbe bound’ by provisions that ‘clearly
and unmistakably allow the arbitrator to determimer own jurisdiction’ over an
agreement to arbitrate ‘whose continued existencevalidity is being questioned,’ it is
the province of the arbitrator to ‘decide whetheméid arbitration agreement exists>®

As in theConteccase, | find that Plaintiffs have at least a calde basis for
standing here. Roche agreed to be bound by § f6tBeoRoche License, which, as
explained above, clearly and unmistakably permite tarbitrator to determine
arbitrability regarding an agreement whose scopdemg questioned by Plaintiffs.
Moreover, Plaintiffs actuallgignedthe Roche License signifying that they consented t

it and “joined in” parts of it, at least. Thus,aacordance with federal precedent, | hold

133 |d. at 209 (citations omitted).

134 seeid

135 |d. at 211.
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that whether Plaintiffs have standing to demandtration of their claims under Count Il
also is for the arbitrator to decide.

Accordingly, | deny Roche’s motion to dismiss Couhtand stay further
proceedings on that Count pending the arbitratdesision on the arbitrability of that
Count or until further order of this Codrf

4. Dismissal of nonparties to the Global Consent and éthe License?

Finally, Roche argues that, even if Plaintiffs hata&ted a claim as to Count Il, |
should dismiss Roche Diagnostics GmbH, Roche Distgg® Corporation, and LAC
because those entities are not, nor have theybmaar, parties to the Global Consent or
Roche License and, thus, cannot be held liablafgrbreach that might have occurred.
In resisting dismissal of those entities, Plaisté@fgue that, based on the allegations in the

Complaint, one or more of those entities may bessary or appropriate.

1% Roche argues, in the alternative, that the Cshiould dismiss Count Il because

Plaintiffs breached their covenant not to sue foundhe Meso Consent to the
Roche License. In the Consent, MSD and MST reptedeand warranted to
Roche that “each of them hereby waives any rigat éither of them may have to
in any way restrict or limit [Roche]'s exercisetbk licenses granted in the [Roche
License] during the Term thereof.” Roche Licensge®ment at Meso Consent.
Roche asserts that Plaintiffs breached this covemarnnterfering with its rights
under the Roche License by “seeking to reform #greement to make [MSD] a
party and claim BioVeris’ 65% royalty for itselfhiiCount Il of this action. DRB
29. All of these issues, however, “aris[e] out arf relat[e] to the formation,
interpretation, performance, or breach of [the Roticense].” Roche License
Agreement 8 6.2(b). Therefore, they must be pteseto the arbitrator, not the
Court.
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| agree with Plaintiffs. Generally, a plaintiff jmgue for breach of contract only
those entities who are parties to the disputedracti®’ Under Rule 20(a), however, a
plaintiff may join “[a]ll persons . . . in 1 actioms defendants if there is asserted against
them jointly, severally, or in the alternative, aight to relief in respect of or arising out
of the same transaction, occurrence or seriesaofs#ctions or occurrences and if any
question of law or fact common to all defendant avise in the action*®

Here, Plaintiffs have sought relief against all edndefendants based on alleged
misconduct arising out of the same transactions: Thansaction and the BioVeris
Merger. The three entities who seek dismissab#ikates of Roche and had an interest
or role in those transactions. Moreover, commoastjans of law and fact abound with
regard to whether those entities also may be sulbpemjunction or other relief that
might be granted to Plaintiffs in this action. Fexample, the Complaint raises a

plausible claim that “Roche Diagnostics” assertedrderest in using and expanding its

137 Wallace v. Wood752 A.2d 1175, 1180 (Del. Ch. 1998}cord Pac. Carlton Dev.
Corp. v. 752 Pacific, LLC878 N.Y.S.2d 421, 422 (N.Y. App. Div. 2009) (mafi
that, in general, a person who is not party torareat may not be bound by i#
& V 425 LLC Contracting Co. v. RFD 55th Street LL&30 N.Y.S.2d 637, 643
(N.Y. Sup. 2007) (“As a general rule, in order Bwmeone to be liable for a
breach of contract, that person must be a partyg@ontract.”).

138 Ct. Ch. R. 20(a) (“A plaintiff or defendant nerdt be interested in obtaining or

defending against all the relief demanded. Judgmmeyt be given for 1 or more of
the plaintiffs according to their respective righdsrelief, and against 1 or more
defendants according to their respective liabsitie
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ECL business beyond the parameters of the Fietdasns™*® In addition, LAC was

the subsidiary through which Roche acquired Bio¥srintellectual property rights. At

this early stage in the proceedings, | cannot oulethe possibility that certain equitable

relief granted by this Court would include religfaanst LAC.

Therefore, Plaintiffs have asserted a sufficiensidainder Rule 20(a) to join

Roche Diagnostics GmbH, Roche Diagnostics Corpmmatand LAC as Defendants

here’*® Accordingly, | deny Defendants’ motion to dismibe Complaint as to those

Defendants.

139

140

SeeCompl. { 53 (citing a press release in which Rodkelared that Roche

Diagnostics could expand its immunochemistry bussnéeyond the Field

restrictions). This allegation does not differatdi between Roche Diagnostics
“GmbH” and “Corporation.” Nevertheless, the Conpiahas fairly alleged a

claim against both of these entities, as affiliatefRoche, sufficient to satisfy the
requirements of permissive joinder.

Indeed, the same reasons arguably support joiteghree disputed entities as
necessary parties under Rule 19(a). That rulestaat a person or entity should
be joined as a party to an action if “(1) in thego@'s absence complete relief
cannot be accorded among those already partie§2)othe person claims an

interest relating to the subject of the action esnsb situated that the disposition of
the action in the person's absence may (i) as @i@mmatter impair or impede

the person's ability to protect that interest grl@ave any of the persons already
parties subject to a substantial risk of incurrohguble, multiple, or otherwise

inconsistent obligations by reason of the claimerest.” Ct. Ch. R. 19(a).

Here, Plaintiffs appear to meet the first prondRafe 19(a). If Roche Diagnostics
GmbH continues to sell Products out of Field inlation of the Roche License,

for example, an injunction directed solely agathst primary Roche entities might

not constitute complete relief.
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II. CONCLUSION

For the reasons stated, | deny Roche’s motion smids Counts | and Il of the
Complaint. In addition, | stay any further procegd as to Count Il pending the
resolution of the arbitrator’s decision on the @dhility of that Count or further order of
this Court.

IT IS SO ORDERED.
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