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SUMMARY

The Delaware Court of Chancery denied QuarterNorth Energy Inc.’s request for leave to move for
partial summary judgment. The court concluded that the standing issue could be resolved by
stipulation, while the plaintiffs’ bad-faith and valuation disputes involved fact-intensive questions
better addressed after trial.
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PROCEDURAL POSTURE Defendant QuarterNorth Energy Inc. requested leave to move for
partial summary judgment on standing, a bad-faith claim, and
interpretation of warrant-agreement valuation provisions. The Court of
Chancery denied the request.

STANDARD OF REVIEW Summary judgment is appropriate when there is no genuine issue as to
any material fact and the moving party is entitled to judgment as a
matter of law. The court has discretion to deny summary judgment
when further factual development at trial would clarify the law or its
application.
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QUESTIONS PRESENTED

1. Whether QuarterNorth should be granted leave to move for partial summary judgment on the issue of
whether Mudrick Capital Management L.P. and Ellington Management Group lacked standing because
they were not warrant holders.

2. Whether partial summary judgment was appropriate on the plaintiffs' bad-faith claim based on an
alleged lack of evidence that QuarterNorth's board was controlled.

3. Whether partial summary judgment was appropriate to determine whether the warrant agreements
mandated use of a trading price to calculate the fair market value of a QuarterNorth share.

HOLDINGS

1. Leave to move for partial summary judgment was unnecessary on the standing issue because the
plaintiffs conceded that Mudrick Capital Management L.P. and Ellington Management Group were not
holders under the warrant agreements and agreed to dismiss them as parties.

2. The bad-faith dispute was not suited for summary judgment because whether the board's valuation
determination was commercially reasonable and made in good faith under the warrant agreements was a
fact-intensive question best resolved after trial.

3. The valuation issue was not suitable for summary judgment because deciding whether particular
valuation inputs were mandated would be advisory while the ultimate question of commercial
reasonableness remained disputed.

4. The court may deny summary judgment when it is desirable to develop the facts more thoroughly at trial
to clarify the law or its application.

KEY QUOTATIONS

“There is no ‘right’ to a summary judgment.” (2)

“The court may, in its discretion, deny summary judgment if it decides that “it is desirable to inquire into and
develop the facts more thoroughly at trial in order to clarify the law or its application.”” (2)

FACTUAL BACKGROUND

The dispute concerns warrant agreements issued by QuarterNorth and the valuation of a QuarterNorth share for
purposes of those agreements. Mudrick Capital Management L.P. and Ellington Management Group conceded
that they were not warrant holders under the agreements. The remaining dispute involved whether a bad-faith
claim sounded in contract, whether the board's valuation was commercially reasonable and made in good faith,
and whether market trading data was an appropriate valuation input.

PROCEDURAL HISTORY

QuarterNorth sought leave to file a partial summary-judgment motion, and the plaintiffs opposed the request.
The court concluded that none of the three proposed issues was suited for summary-judgment resolution. The
court also directed the parties to file a stipulation dismissing Mudrick Capital Management L.P. and Ellington
Management Group as parties because they conceded they were not warrant holders.



DISPOSITION

other

REMAND INSTRUCTIONS

The request for leave to move for partial summary judgment was denied. The parties were directed to file a
stipulation dismissing Mudrick Capital Management L.P. and Ellington Management Group as parties.
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