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SUMMARY

The Nevada Supreme Court held that a party's material breach of a settlement agreement discharged
the nonbreaching parties' obligation to release third-party beneficiaries from liability. The court
reversed summary judgment for the respondents, vacated prevailing-party attorney fees, and held that
the appellants were entitled to discovery of the respondents' personal financial documents in support
of punitive-damages claims. It affirmed other rulings, including litigation sanctions related to post-

judgment subpoenas, and remanded for further proceedings.
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PROCEDURAL POSTURE Consolidated appeals from a district court summary judgment in favor

of two alleged third-party beneficiaries of a settlement agreement, an
order awarding prevailing-party attorney fees, an order denying
discovery of personal financial documents, and post-judgment orders
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STANDARD OF REVIEW Summary judgment was reviewed de novo; discovery orders and the
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application of the proper legal standard was reviewed de novo;

sanctions and subpoena orders were reviewed for abuse of discretion.
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QUESTIONS PRESENTED

1.

5.

Whether the settlement agreement was supported by consideration despite C4's preexisting obligation to
pay the Cains.

. Whether C4's material breach of the settlement agreement discharged the Cains' promise not to sue C4's

officers, who were third-party beneficiaries of the release.

. Whether the district court improperly denied discovery of Price and Shackelford's personal financial

documents sought to support punitive-damages claims.

. Whether the district court abused its discretion by bifurcating trial and resolving personal-jurisdiction

and alter-ego issues in a pretrial evidentiary hearing.

Whether post-judgment subpoenas were properly quashed and sanctions properly imposed.

HOLDINGS

1.

The settlement agreement was a valid contract supported by consideration because it removed an

implied condition precedent that had limited C4's original payment obligation.

. C4's material breach of the settlement agreement discharged the Cains' promise not to sue C4's officers,

including Price and Shackelford as third-party beneficiaries.

. Summary judgment for Price and Shackelford was improper because the settlement agreement's release

provision no longer bound the Cains after C4's material breach.

. The district court abused its discretion by denying the requested financial discovery because the Cains

presented some factual basis for their punitive-damages claims.

. The district court did not abuse its discretion by bifurcating trial and resolving personal-jurisdiction and

alter-ego issues in a pretrial evidentiary hearing.

. The district court properly quashed subpoenas served after dismissal and awarded $9,514 in sanctions

under Nevada Revised Statutes § 18.010(2)(b).

KEY QUOTATIONS

“When parties exchange promises to perform, one party's material breach of its promise discharges the non-
breaching party's duty to perform.” (134 Nev., Adv. Op. 24, at 6-7)



“Absent exceptions not relevant here, one party's material breach of a contract discharges the non-breaching
party's duty to perform.” (134 Nev., Adv. Op. 24, at 12)

FACTUAL BACKGROUND

Peggy and Jeffrey Cain, through Heli Ops International, LLC, entered into a joint venture agreement with C4
Worldwide, Inc., under which Heli Ops loaned C4 $1 million for acquiring and leveraging collateralized
mortgage obligations. After C4 failed to distribute profits, the parties executed a settlement agreement requiring
C4 to pay the Cains $20 million unconditionally within 90 days and requiring the Cains to release C4 and its
officers from liability. C4 failed to pay, and the Cains sued C4 and several officers, including respondents Price
and Shackelford. The district court awarded default judgment against some defendants and granted Price and

Shackelford summary judgment based on the release.

PROCEDURAL HISTORY

The Cains sued C4 Worldwide, Inc., its CEO, and several officers for breach of contract and various torts after
C4 failed to pay $20 million under a settlement agreement. The district court entered default judgment against
C4, its CEO, and two officers, while Price and Shackelford obtained summary judgment based on the settlement
agreement's release provision. The district court also awarded Price and Shackelford prevailing-party attorney
fees, denied the Cains' motion to compel financial discovery, and imposed sanctions for post-dismissal
subpoenas. The Supreme Court of Nevada reversed the summary judgment and prevailing-party fee award, held

that discovery should have been allowed, and affirmed the bifurcation and subpoena-sanction orders.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand for proceedings consistent with the opinion after reversing the summary judgment for Price and
Shackelford, vacating the $95,843.56 prevailing-party attorney-fee award, and allowing the Cains' requested

discovery of personal financial documents. The $9,514 litigation sanction was affirmed.
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