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Notice of Appeal of Rejection Order {Appeal #0424)

Appellees,

Election To Have Appeal Heard by District Court (#3)

Procedural Background

This is an appeal from an order of the Bankruptcy Court for
the District of Nevada granting Appellee's Motion to Compel
Rejection of Nonexclusive Trademark License,

Appellant N.C.P Marketing Group ("NCP" or "Appellant") filed a

Billy Blanks, Gayle Blanks, and BG Star

Productions {"the Blanks" or "Appellees™), then filed a Notice of

on November 18§,

on December
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17, 2004. Appellant then filed an Opening Brief (#6) on July 29,
2005. Appellees filed a Brief (#8) on August 30, 2005 and
Appellant responded (#11) on September 16, 2005.

The appeal is now ripe and we enter our order with respzct to

it.

ITI. Factual Background

This appeal stems from cngoing litigation betweer NCP and the
Blanks concerning trademark licensing agreements.

The Blanks are the creators of Tae Bo®, which is claimed to be
a revolutionary total body fitness system. This system includes
videctapes sold in retail chains and through television shepping
netwvorks. Appelliees Billy Blanks and Gayle Blanks, through BG
Star, own the Tae Bo® and Billy Blanks® tradenames and other
related trademarks.

Cn August 31, 1999, NCP and the Rlanks entered into an
agresement ("Original Agreement") giving NCP the right -o advertise
and sell products and services containing the Blanks’ “rademark,
Tae Bo®. It was not long after the Original Adgreement was entered
into that the parties got into a dispute about their relative
obligations under the agreement. On October 3, 2001, the parties
entered in a Settlement Agreement confirming the Blanks’ ownership
of the Tae Bo® trademark. Subsequent to the signing of the
Settlement Agreement, on June 20, 2002, the parties signed a
License Agreement which detailed how NCP was to use the Blanks'
trademark in marketing and selling preducts. Both the License

Agreement and Settlement Agreement supercede the Original Agreement
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anc the Set:lement and License Agreements contain the rights
concerned in this dispute.

It was not long after the signing of the License Agreement and
the Settlement Agreement that NCP materially breached both
agreements by not paying the Blanks the required amount of
royalties. The Blanks instituted arbitration for this breach. The
arbitrator in this dispute held that because NCP had failed -o pay
the obligatory amount of royalties, the License Agreement and
Set:lement Agreement had been breached. The arbitratcr ordered the
NCEF to pay the Blanks $2.1 million in royalties. NCP failed to pay
that amount and on April 13, 2004, filed for Chapter 11 Barkruptcy.

In the Chapter 11 Bankruptcy proceedings, NCP filed a

| "Disclosure Statement for Joint Plan of Recrganization" in which

NCP claimed to be the "owner[s] of the Tae Bo brand trademarks."
Under 11 U.S.C. § 365 of the Bankruptcy Code, NCP, as a debtcr in
bankruptcy proceedings, may either assume, assume and assign, or
reject executory contracts and unexpired leases of real and
personal property, subject to the approval of the Bankruptcy Court.
However, there is an exception to this rule in § 365(c) (1) which
prohibits the assumption by a debtor of property rights if the
criginal owner of the property would have been able, under
app.icable federal law, to reject performance from a third party.
The Blanks’ disputed the ownership of their trademarks aad the
ability for NCP to assume the trademark in bankruptcy proceedings
and, on September 21, 2004, filed a Motion for COrder Compelling
Rejecticon of Nonexclusive Trademark License contesting such

ownership. The Blanks contended that NCP did not own such rights as
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all agreements had been terminated, and even if NCP did own such
rights, under applicable federal law, any rights were non-assumable
and NCP could therefore not issue such licenses in further
bankruptcy proceedings.

On October 19, 2004, a hearing was held by the Bankruptecy
Court on the Blanks’ motion. The Bankruptcy Judge entered an oral
ruling granting the Motion. On November 15, 2004, the Bankruptcy
Judge entered a written order ruling that the License and
Settlement Agreements did "not give [NCP] permission to assign

rights to any other party."

III. Standard of Review

This court has jurisdicticn to hear this appeal pursuant to 28
U.5.C. § 158. We review the Bankruptcy Court's decision by
applying the clearly erroneous standard to the findings of fact and

the de nove standard to conclusions of law. In re Par<-Helena

Corp., 63 F.3d 877, 880 (9th Cir. 1995y .

NCP makes two arguments as to why the Bankruptcy Court erred
in granting the Blanks’ motion. First, NCP argues that it was not
required to show it had received consent from the Blanks to license
the 3lanks’ trademark to third parties because trademark law does
noet specifically excuse the licensor from accepting performance
from a person other than the original licensee. Secenc, NCP argues
that even if trademark law did make such an excuse for the
licensor, NCP had consent to license the trademark from rights

derived from the Settlement and License Agreements.
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