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UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
    In re 
 
    School Specialty, Inc., et al., 
 
                   Debtors. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Chapter 11 
 
Case No. 13-10125 (KJC) 
 

Jointly Administered 
 
Objection Deadline: May 16, 2013 @ 4:00 p.m. 
Hearing Date: May 20, 2013 @ 1:30 p.m, 
 
Re: Docket Nos. 862 and 1044 

 
OBJECTION OF EDUCATION DEVELOPMENT CENTER, INC. TO DEBTOR’S 

PROPOSED ASSUMPTION OF LICENSE AGREEMENT  
 
 Education Development Center, Inc. (“EDC”), by and through its undersigned counsel, 

files this objection (the “Objection”) to any assumption of the license agreement between EDC 

and School Specialty, Inc. (“SSI”). 

Background 

1. EDC is a global nonprofit organization that seeks to help students and teachers 

develop a more useful, deeper, and lasting understanding of mathematics.  EDC develops, among 

other things, proprietary instructional materials in the subject area of mathematics for 

kindergarten through fifth grades, and these particular materials are produced and distributed 

under EDC’s “ThinkMath!” brand. 

2. EDC and SSI entered into an agreement dated March 23, 2010 (the “License 

Agreement”), under which EDC granted SSI limited rights to use its copyrights and trademarks 

in connection with the production and distribution of EDC’s ThinkMath! products.  A copy of 

the License Agreement is attached hereto as Exhibit A. 

3. Under the License Agreement, SSI has a number of ongoing obligations to EDC 

including, without limitation, working closely with EDC on all development efforts in order to 
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achieve the greatest success for the ThinkMath! products; consulting with EDC on ThinkMath! 

product design; publishing, manufacturing and marketing ThinkMath! products; and processing 

and fulfilling customer orders for Think Math! products.  SSI is also obligated to pay royalties to 

EDC based on ThinkMath! product sales. 

4. On January 28, 2013, SSI and its debtor affiliates petitioned this Court for relief 

under Chapter 11 of the United States Code, 11 U.S.C. §§ 101 et seq. (the “Bankruptcy Code”).  

SSI continues to operate its business as a debtor-in-possession pursuant to sections 1107(a) and 

1108 of the Bankruptcy Code. 

5. SSI has noted in its First Amended Plan Supplement [Docket No. 1044] that it 

plans on assuming the License Agreement in connection with SSI’s pending chapter 11 plan of 

reorganization, and alleges that no cure amount is payable.1  EDC objects to the assumption by 

SSI of the License Agreement on the grounds described below. 

Grounds for Objection 

6. EDC objects to SSI’s proposed assumption of the License Agreement on four 

grounds, each of which independently prohibits assumption.  First, section 365(c)(1) of the 

Bankruptcy Code, as applied by courts in the Third Circuit, prohibits assumption of the License 

Agreement, because the License Agreement is not assignable by SSI without the consent of EDC 

under applicable non-bankruptcy law.  EDC has not consented to assignment in a manner 

sufficient to overcome the restrictions of such law, and assumption is therefore prohibited.  

Second, section 365(b)(1)(A) of the Bankruptcy Code prohibits assumption of the License 

Agreement, because SSI is in breach of the License Agreement for its failure to properly 

                                                
1 SSI’s intentions with respect to the License Agreement were not formally indicated until Friday, May 10, 2013, 
when, after a request from EDC’s counsel to SSI’ counsel, SSI’s counsel sent a notice of assumption to EDC’s 
counsel, setting forth a proposed cure amount of zero dollars. EDC did not receive any direct notice related to 
assumption until May 14, 2013.  SSI’s counsel has confirmed that EDC’s deadline for objecting to all assumption-
related matters is May 16th at 4pm, notwithstanding potentially conflicting deadlines in the notices. 
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distribute EDC’s ThinkMath! products.  SSI has not cured such breach or provided adequate 

assurance that it will promptly cure such breach.  Third, section 365(b)(1)(B) of the Bankruptcy 

Code prohibits assumption, because SSI has not compensated or provided adequate assurance 

that it will compensate EDC for the actual pecuniary losses suffered by EDC—the loss of 

royalties on sales of EDC’s ThinkMath! products—as a result of SSI’s breach.  Fourth, section 

365(b)(1)(C) of the Bankruptcy Code prohibits assumption of the License Agreement, because 

SSI has not provided adequate assurance of future performance of its obligations under the 

License Agreement—that is, assurance that SSI will in the future properly distribute EDC’s 

ThinkMath! products. 

The License Agreement is not assumable under section 365(c)(1). 

7. Section 365(c)(1) of the Bankruptcy Code, as well as Third Circuit precedent, 

prohibits SSI from assuming the License Agreement without EDC’s consent.  In pertinent part, 

section 365(c)(1) provides that debtors may not “assume or assign” an executory contract if (A) 

“applicable law excuses a party, other than the debtor, to such contract or lease from accepting 

performance from or rendering performance to an entity other than the debtor or the debtor in 

possession” and (B) “such party does not consent to such assumption or assignment.”  11 U.S.C. 

§ 365(c)(1).  In this Circuit, contracts containing intellectual property licenses like the copyright 

and trademark licenses in the License Agreement are not assumable in bankruptcy because 

federal intellectual property law prohibits their assignment. 

8. As the Third Circuit explained in In re West Electronics, 852 F.2d 79 (3d Cir. 

1988), section 365(c)(1) prohibits debtors from assuming contracts if applicable non-bankruptcy 

law excuses another party to that contract from accepting performance from a hypothetical 

assignee.  Id. at 83.  Since federal intellectual property law prohibits debtors from assigning 
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intellectual property licenses of the type contained in the License Agreement outside of 

bankruptcy, section 365(c)(1) also prohibits debtors from assuming such licenses in bankruptcy.  

See In re N.C.P. Marketing Group, Inc., 337 B.R. 230 (D. Nev. 2005) (addressing non-

assignability of non-exclusive trademark licenses similar to those contained in the License 

Agreement); Gardner v. Nike, 110 F. Supp. 2d 1282 (C.D. Cal. 2000) (addressing non-

assignability of exclusive copyright licenses similar to those contained in the License 

Agreement).2  Therefore, section 365(c)(1) prohibits assumption of the License Agreement by 

SSI without EDC’s consent. 

9. EDC does not consent to assumption or assignment of the License Agreement, or 

any right or obligation thereunder, by SSI.  While paragraph 21(c) of the License Agreement 

contains provisions regarding the assignability of the License Agreement by SSI in certain 

limited circumstances, those provisions are not sufficient to overcome the restrictions on 

assignability in federal trademark and copyright law.  Paragraph 21(c) states that SSI may assign 

its rights and obligations under the License Agreement to certain affiliates or to a purchaser of 

substantially all of SSI’s assets, but such assignment is expressly conditioned upon SSI’s 

remaining secondarily liable under the License Agreement.  Therefore, the “right of assignment” 

in paragraph 21(c) is really not an assignment at all, but is rather, in substance, a right to 

sublicense, because SSI remains responsible for all obligations under the License Agreement. 

See Biosynexus, Inc. v. Glaxo Group Ltd., 11 Misc.3d 1062(A) (N.Y. Sup. 2006) (discussing 

distinction between assignment, which involves a full transfer of rights and obligations, and a 

                                                
2 While the decision of this Court in In re Golden Books, 269 B.R. 311 (Bankr. D. Del. 2001), found the particular 
copyright license granted to the debtor in that case to be assignable, that decision is distinguishable in two major 
respects.  First, in that case, the copyright license itself was different—the copyright license in the License 
Agreement is exclusive only in limited respects, making the rationale of Gardner, which focuses on protection of the 
licensor’s copyrights from alienation, more applicable.  Second, the copyright license in the License Agreement is 
coupled with a non-exclusive trademark license, which is not assignable and which causes the entire License 
Agreement to be non-assignable. See In re Wellington Vision, Inc., 364 B.R. 129 (S.D. Fla. 2007). 
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sublicense, where obligations remain with the sublicensor). The reason for the requirement that 

SSI remain liable under the License Agreement is obvious: in granting important proprietary 

intellectual property license rights to SSI, EDC wanted to ensure that those rights would be 

conditioned on SSI’s guaranteed performance of all of its obligations under the License 

Agreement—performance by a sublicensee would not suffice.  Thus, paragraph 21(c) of the 

License Agreement confirms the parties’ intention that the License Agreement obligations are 

specific and personal to SSI,3 and therefore the restrictions of applicable non-bankruptcy law, 

made effective in bankruptcy though section 365(c)(1), prohibit both assignment and assumption 

of the License Agreement. 

The License Agreement is not assumable under section 365(b)(1). 

10. Even if the License Agreement could be assumed by SSI notwithstanding the 

restrictions of section 365(c)(1), SSI has not met the requirements for assumption under section 

365(b)(1) of the Bankruptcy Code.  Those requirements include (a) cure, or provision of 

adequate assurance for the prompt cure of, breaches of the License Agreement, (b) 

compensation, or adequate assurance for compensation of, actual pecuniary losses resulting from 

breaches of the License Agreement, and (c) provision of adequate assurance of future 

performance of the License Agreement.  11 U.S.C. § 365(b)(1)(A)-(C).  Here, SSI has offered 

nothing in proposed satisfaction of any of these requirements.4 

11. While EDC has been challenged in monitoring SSI’s performance under the 

License Agreement during the pendency of SSI’s chapter 11 case, EDC believes that SSI has not 

diligently pursued the marketing and distribution of the ThinkMath! products as contemplated by 

                                                
3 Indeed, independent from the restrictions of federal intellectual property law, the License Agreement is not 
assignable, and therefore not assumable, because it is a personal services contract within the meaning of section 
365(c)(1) as interpreted by the courts. See, e.g., In re Headquarters Dodge, Inc., 13 F.3d 674, 682-83 (3d Cir. 1993) 
(discussing policy behind section 365(c)(1), the  prevention of assumption of contracts personal to the parties). 
4 SSI has proposed a cure amount of $0.   
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the parties and as required by paragraph 3 of the License Agreement, and that SSI is therefore in 

breach of the License Agreement.  Specifically, paragraphs 3(f) and (h) of the License 

Agreement provide that SSI must market, promote, sell, and distribute EDC’s ThinkMath! 

products with the same level of effort that SSI uses for its own products, and that SSI must fulfill 

customer orders for ThinkMath! products with the same degree of timeliness that SSI meets for 

the fulfillment of orders of its own products.  Despite requests from EDC, SSI has not 

demonstrated compliance with the License Agreement’s requirements.  Without a cure of SSI’s 

breaches, SSI may not assume the License Agreement under section 365(b)(1)(A), and, whether 

or not any assumption occurs, EDC reserves all rights against SSI and its successors in respect of 

breaches of the License Agreement.5 

12. The marketing and distribution requirements of the License Agreement are 

intended both to protect EDC’s ThinkMath! brand and to maximize the potential royalties from 

sales of EDC’s ThinkMath! products.  EDC believes that SSI’s breaches of the License 

Agreement’s requirements have resulted in damage to the ThinkMath! brand and have deflated 

royalty payments to EDC, causing actual pecuniary losses to EDC.  Without compensating for 

such losses, SSI may not assume the License Agreement under section 365(b)(1)(B), and, 

whether or not any assumption occurs, EDC reserves all rights against SSI in respect of such 

losses. 

13. Finally, and, perhaps most important, SSI has provided no assurance whatsoever 

that it will be able to, and will, perform all of its obligations under the License Agreement 

                                                
5 In addition to the requirement that SSI cure breaches of the License Agreement, SSI is also required to pay EDC 
all royalty amounts currently due thereunder.  Royalty amounts regularly accrue under the License Agreement and 
are payable semi-annually. EDC has not received information from SSI sufficient to determine whether all royalties 
that have become due under the License Agreement have been paid, and EDC does not have the ability to verify 
those royalties independently.  Moreover, royalties have continued to accrue under the License Agreement since the 
last due date, and nothing herein, and no assumption of the License Agreement, may waive or discharge the 
obligations of SSI to pay accrued royalties as and when they next become due 

Case 13-10125-KJC    Doc 1061    Filed 05/16/13    Page 6 of 7



Case 13-10125-KJC    Doc 1061    Filed 05/16/13    Page 7 of 7

mailto:bfallon@morrisjames.com
mailto:george.shuster@wilmerhale.com


EXHIBIT A 

Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 1 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 2 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 3 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 4 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 5 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 6 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 7 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 8 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 9 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 10 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 11 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 12 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 13 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 14 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 15 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 16 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 17 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 18 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 19 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 20 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 21 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 22 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 23 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 24 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 25 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 26 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 27 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 28 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 29 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 30 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 31 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 32 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 33 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 34 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 35 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 36 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 37 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 38 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 39 of 40



Case 13-10125-KJC    Doc 1061-1    Filed 05/16/13    Page 40 of 40



Case 13-10125-KJC    Doc 1061-2    Filed 05/16/13    Page 1 of 3



VIA HAND DELIVERY & E-MAIL

Pauline K. Morgan, Esq.
Maris J. Kandestin, Esq.
Young Conaway Stargatt & Taylor, LLP
Rodney Square
1000 North King Street
Wilmington, DE 19801
E-mail: pmorgan@ycst.com 
E-mail: mkandestin@ycst.com 
[Counsel for the Debtors and 
Debtors in Possession]

Jamie L. Edmonson, Esq.
Venable LLP
1201 North Market Street, Suite 1400
Wilmington, DE 19801
E-mail: jledmonson@venable.com 
[Counsel for the Official Committee of
Unsecured Creditors]

Paul N. Heath, Esq.
Zachary I. Shapiro, Esq.
Richards, Layton & Finger, P.A.
One Rodney Square
920 North King Street
Wilmington, DE 19801
E-mail: heath@rlf.com 
[Counsel for Wells Fargo Capital Finance,
LLC; the ABL Lenders]

Christopher M. Winter, Esq.
Duane Morris LLP
222 Delaware Avenue, Suite 1600
Wilmington, DE 19801
E-mail: cmwinter@duanemorris.com 
[Counsel for the Ad Hoc DIP Lenders]

Juliet M. Sarkessian
Trial Attorney
Office of the United States Trustee
J. Caleb Boggs Federal Building
844 North King Street, Suite 2207
Lockbox #35
Wilmington, DE 19801
E-mail: juliet.m.sarkessian@usdoj.gov 

VIA FIRST-CLASS MAIL & E-MAIL

School Specialty, Inc.
Attn: Michael P. Lavelle
Chief Executive Officer
W6316 Design Drive
Greenville, WI 54942
E-mail: mike.lavelle@schoolspecialty.com

Alan W. Kornberg, Esq.
Jeffrey D. Saferstein, Esq.
Elizabeth R. McColm, Esq.
Margaret A. Phillips, Esq.
Paul, Weiss, Rifkind, Wharton & Garrison LLP
1285 Avenue of the Americas
New York, NY 10019
Facsimile: (212) 757-3990
E-mail: jsaferstein@paulweiss.com
E-mail: lshumejda@paulweiss.com 
[Counsel for the Debtors and 
Debtors in Possession]

Robert J. Stark, Esq.
Brown Rudnick LLP
7 Times Square
New York, NY 10036
E-mail: rstark@brownrudnick.com 
[Counsel for the Official Committee of
Unsecured Creditors]

Steven D. Pohl, Esq.
Brown Rudnick LLP
One Financial Center
Boston, MA 02111
E-mail: spohl@brownrudnick.com 
[Counsel for the Official Committee of
Unsecured Creditors]

Kristopher M. Hansen, Esq.
Jonathan D. Canfield, Esq.
Stroock & Stroock & Lavan LLP
180 Maiden Lane
New York, NY 10038
E-mail: khansen@stroock.com 
E-mail: jcanfield@stroock.com 
[Counsel for the Ad Hoc DIP Lenders]
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VIA FIRST-CLASS MAIL & E-MAIL

Randall L. Klein, Esq.
Jeremy M. Downs, Esq.
Prisca M. Kim, Esq.
Goldberg Kohn Ltd.
55 East Monroe Street, Suite 3300
Chicago, IL 60603
Facsimile: (312) 332-2196
E-mail: randall.klein@goldbergkohn.com 
E-mail: jeremy.downs@goldbergkohn.com 
[Counsel for Wells Fargo Capital Finance,
LLC; the ABL Lenders]
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