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SUMMARY

The Supreme Court held that a debtor's rejection of an executory contract under § 365 of the
Bankruptcy Code constitutes a breach rather than a rescission. Accordingly, rejection does not
terminate contractual rights that would survive a breach outside bankruptcy, including a licensee's
right to use trademarks. The Court reversed and remanded the First Circuit's decision.

CASE DETAILS

COURT Supreme Court of the United States
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Ginsburg; Justice Breyer; Justice Alito; Justice Sotomayor; Justice
Kavanaugh
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DISPOSITION reversed_and_remanded

PROCEDURAL POSTURE Mission sought review of the First Circuit's judgment holding that
Tempnology's rejection of an executory trademark licensing agreement
under 11 U.S.C. § 365 terminated Mission's trademark rights. The
Supreme Court granted certiorari to resolve a conflict between the
First and Seventh Circuits and addressed mootness before reaching the
merits.

STANDARD OF REVIEW De novo review of the legal interpretation of 11 U.S.C. § 365;
mootness reviewed under the requirement that dismissal is warranted
only if it is impossible for a court to grant any effectual relief.
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LLC
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QUESTIONS PRESENTED

1. Whether Mission's claim for damages based on its inability to use Tempnology's trademarks preserved a
live controversy.

2. Whether a debtor's rejection of an executory contract under 11 U.S.C. § 365 terminates contractual rights
previously granted to the counterparty.

3. Whether rejection of a trademark licensing agreement terminates the licensee's rights to use the
trademarks because trademark licenses are not covered by the specific protections in § 365(n).

HOLDINGS

1. The case was not moot because Mission presented a plausible claim for money damages arising from its
inability to use the trademarks during the remaining license term.

2. A debtor's rejection of an executory contract under § 365 has the same effect as a breach of that contract
outside bankruptcy; rejection does not rescind the contract or terminate contractual rights previously
granted.

3. Tempnology's rejection of the executory licensing agreement could not revoke Mission's previously
granted license to use the Coolcore trademarks.

KEY QUOTATIONS

“A rejection breaches a contract but does not rescind it.” (1)

“Rejection of a contract—any contract—in bankruptcy operates not as a rescission but as a breach.” (8)

“A rejection does not terminate the contract. When it occurs, the debtor and counterparty do not go back to
their pre-contract positions.” (10)

“Such an act cannot rescind rights that the contract previously granted.” (17)

FACTUAL BACKGROUND

Tempnology manufactured and marketed clothing and accessories under the Coolcore brand. In 2012, it granted
Mission an exclusive distribution license and a nonexclusive license to use its Coolcore trademarks. Tempnology
filed for Chapter 11 bankruptcy in 2015 and obtained approval to reject the executory licensing agreement, after
which it argued that rejection terminated Mission's trademark rights.

PROCEDURAL HISTORY

Tempnology filed Chapter 11 bankruptcy and obtained Bankruptcy Court approval to reject its licensing
agreement with Mission. The Bankruptcy Court held that rejection revoked Mission's trademark license; the



Bankruptcy Appellate Panel reversed, but the First Circuit reversed the Panel and reinstated the Bankruptcy
Court's decision. The Supreme Court held the controversy was not moot, reversed the First Circuit, and
remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand for further proceedings consistent with the holding that rejection of the executory licensing agreement
did not revoke Mission's trademark license.
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