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IN THE UNITED STATES COURT OF APPEALS
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No. 11-41408

TEKELEC, INC., 

 Plaintiff - Appellee

v.

VERINT SYSTEMS, INC., 

 Defendant - Appellant

Appeal from the United States District Court
for the Eastern District of Texas

Before HIGGINBOTHAM, ELROD, and HAYNES,* Circuit Judges.
PATRICK E. HIGGINBOTHAM, Circuit Judge:

This appeal arises out of a contract dispute between Verint Systems, Inc.
(“Verint”) and Tekelec, Inc. (“Tekelec”).  The district court awarded summary
judgment to Tekelec and denied Verint’s cross-motion for summary judgment.
We affirm. 
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I.
The facts of this case begin with a patent dispute between two corporate

entities not directly involved in this appeal, Blue Pumpkin Software, L.L.C.
(“Blue Pumpkin”), and IEX Corporation (“IEX”). In 2001, IEX—which was, at
the time, a wholly owned subsidiary of Tekelec—filed suit against Blue Pumpkin
for allegedly infringing U.S. Patent No. 6,044,355 (the “‘355 Patent”). In 2005,
Blue Pumpkin commenced its own infringement action against IEX. In April
2006, Blue Pumpkin and IEX executed the Blue Pumpkin/IEX Settlement &
Cross-License Agreement (“Blue Pumpkin/IEX Agreement”) to resolve their
ongoing patent dispute.1 Under Section 2 of the Agreement, entitled “Settlement
and Dismissal of Litigations,” Blue Pumpkin and IEX agreed to settle the two
pending infringement actions between them.  The only condition to settlement
was Blue Pumpkin’s payment of an $8,250,000 lump sum fee, on or before April
7, 2006. 

Under Section 6.1.2, which creates the right to payment that Tekelec seeks
to enforce in this appeal, Blue Pumpkin agreed that beginning on April 1, 2007,
it would make six annual payments of $500,000 to IEX (the “Section 6.1.2
Payments”). The Payments are listed under the heading “License Fee/Balancing
Payment.” No provision of the Blue Pumpkin/IEX Agreement makes the
settlement set forth in Section 2 contingent on Blue Pumpkin’s timely tender of
the Section 6.1.2 Payments.   

Finally, under Section 4.3, IEX granted Blue Pumpkin an “irrevocable,
perpetual” license in its ‘355 Patent. However, under Section 4.3.5, IEX reserved
the right to terminate the license “upon Blue Pumpkin’s failure to make any of
the payments set forth in Section 5.1.2" (the “Termination Provision”). As there
is no Section 5.1.2 in the Agreement, and as Section 5 contains no reference to
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payments, the parties presumably intended the Termination Provision to refer
to the aforementioned Section 6.1.2 Payments.

In accordance with the terms of the Blue Pumpkin/IEX Agreement, Blue
Pumpkin timely paid IEX the initial settlement fee of $8,250,000, and pursuant
to Section 2 of the Agreement, the parties dismissed their infringement actions
with prejudice. Shortly after Blue Pumpkin and IEX executed the Agreement,
Tekelec sold IEX to NICE Systems, Inc. (“NICE”)—an entity not party to this
appeal—in a stock purchase agreement. However, under the separate
Assignment of Royalty Rights Agreement (“Royalty Assignment Agreement”),
executed at the same time NICE finalized its acquisition of IEX, IEX assigned
its right to the six Section 6.1.2 Payments to Tekelec.2 In the instrument of
assignment, IEX also promised that it “would not terminate the [Blue
Pumpkin/IEX Agreement] without [Tekelec’s] written permission,” and that it
would “provide reasonable assistance to [Tekelec] to facilitate the resolution of
any failure of Blue Pumpkin” to timely make any of the six Section 6.1.2
Payments due under the Blue Pumpkin/IEX Agreement.

At some point after IEX assigned its right to the Section 6.1.2 Payments
to Tekelec but before the first payment came due, Witness Systems, Inc.—also
not a party to this appeal—assumed all of Blue Pumpkin’s rights and obligations
under the Blue Pumpkin/IEX Agreement, including the license in IEX’s ‘355
Patent as well as the obligation to make the six Section 6.1.2 Payments to
Tekelec. In accordance with its obligations, Witness timely made the first
$500,000 payment to Tekelec on April 1, 2007.  In May 2007, Verint, the
appellant in this case, acquired Witness, assuming all of its rights and
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obligations under the Blue Pumpkin/IEX Agreement.3 On April 1, 2008, Verint
timely made the second $500,000 payment to Tekelec. 

At this time, Verint was embroiled in its own patent dispute with NICE,
involving five separate infringement actions and dozens of patents.  In August
2008, Verint and NICE entered into the Verint/NICE Settlement Agreement and
Covenant Not to Sue (“Verint/NICE Settlement”) to resolve their ongoing patent
disputes on a global, portfolio-wide basis.4 Both parties recited that they were
entering into the Settlement to “compromise, settle, discharge, and resolve, fully
and finally,” all claims for patent infringement then pending or assertable
between them. 

In furtherance of this objective, NICE agreed, both on behalf of itself and
its subsidiaries, not to initiate or prosecute any infringement actions against
Verint on any and all patents then held by NICE or its subsidiaries (the
“Covenant Not to Sue”).  The Covenant Not to Sue would begin on August 1,
2008 and terminate on a patent-specific basis, as set forth in the Settlement.
Moreover, NICE agreed, both on behalf of itself and its subsidiaries, that “any
royalties or other patent damages that may have otherwise accrued” against
Verint during the pendency of the Covenant Not to Sue on any and all patents
held by NICE or its subsidiaries “shall not accrue as to [Verint]” (the “Non-
Accrual Clause”).  Verint made mirror-image promises to NICE.

On April 1, 2009—eight months after the effective date of the Verint/NICE
Settlement—Verint timely made the third $500,000 Section 6.1.2 payment to
Tekelec. However, after that date, Verint made no further payments, claiming
that the Non-Accrual Clause in the Verint/NICE Settlement extinguished its
obligations to Tekelec. Tekelec sued Verint for breach in the Eastern District of
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Texas.  In its answer, Verint counterclaimed to recover the April 1, 2009
payment, which it alleged it had made in error.  The district court awarded
summary judgment to Tekelec, denied Verint’s cross-motion for summary
judgment, and ordered Verint to pay up.  Verint appeals.

 II.
Verint claims that Tekelec lacks constitutional standing to enforce its right

to the remaining three Section 6.1.2 Payments, offering three related theories
as to why it is not party to an enforceable agreement with Tekelec.  Though
couched in terms of Article III, Verint’s theories of non-liability really go to the
merits of whether an enforceable agreement exists, and we address them as
such. Because this case is before us on the parties’ cross motions for summary
judgment, we review de novo, asking whether the evidence leaves no genuine
issue as to any material fact and shows that Tekelec is entitled to judgment as
a matter of law.5 The enforceability of a contract is a legal question that is
proper subject matter for summary judgment.6

Verint first argues that IEX assigned to Tekelec only the “limited and
discrete right to receive” the Section 6.1.2 Payments, not the power to enforce the
Payments as against Blue Pumpkin or its assigns.  But under Texas law, a
promise to pay becomes binding if it meets certain formation requirements
Verint does not challenge here; there is no additional requirement that the
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promise be accompanied by an express grant of enforcement authority, either
when first made to the promisee,7 or when assigned by the promisee to a third
party.8 As IEX validly assigned its right to the Section 6.1.2 Payments to
Tekelec, and as Tekelec thereby “stepp[ed] into [IEX’s] shoes” with respect to
Blue Pumpkin’s promise to make the Payments,9 Tekelec has the right to enforce
the Payments against Blue Pumpkin’s successor Verint. 

Verint next suggests that IEX itself did not have the right to enforce the
Section 6.1.2 Payments, and that Tekelec, as assignee, can have no greater
rights than IEX. Verint apparently reasons that because the Termination
Provision in the Blue Pumpkin/IEX Agreement gave IEX the right to terminate
Verint’s license in the ‘355 Patent if Blue Pumpkin or its assigns failed to timely
tender the Section 6.1.2 Payments, the Termination Provision was necessarily
IEX’s exclusive remedy for nonpayment. But as Tekelec points out in its brief,
this argument “misses the obvious additional enforcement right inherent with
any contract: the right to sue for breach.” Under Texas contract law, “[a]
construction which renders [a] specified remedy exclusive should not be made
unless the intent of the parties that it be exclusive is clearly indicated or
declared.”10 In this case, there is no language in the Blue Pumpkin/IEX
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Agreement that suggests—let alone “clearly indicate[s]” —that the Termination
Provision was to serve as IEX’s exclusive remedy for nonpayment. IEX retained
the right to sue for nonpayment, and Tekelec succeeded to that right by virtue
of the assignment. 

Finally, Verint claims that “IEX retained the right to terminate the [Blue
Pumpkin/IEX Agreement],” and that “it would be entirely inconsistent to allow
Tekelec to sue for the non-payment of royalties that IEX was entitled to
extinguish.” Verint points to no specific provision in the Blue Pumpkin/IEX
Agreement that gives IEX the unilateral right to terminate the Agreement;
rather, it argues that under the separate Royalty Assignment Agreement
between IEX and Tekelec, IEX promised that it would not terminate the Blue
Pumpkin/IEX Agreement.  Verint reasons that unless IEX had a unilateral
termination right, “there would have been no reason for Tekelec and IEX to
include the non-termination covenant in the Royalty Assignment Agreement.”

Verint’s argument is flawed, for three reasons. First, the Royalty
Assignment Agreement is extrinsic evidence that cannot be used to prove that
IEX has a unilateral termination right never mentioned in the Blue
Pumpkin/IEX Agreement.11 Second, the non-termination provision in the
Royalty Assignment Agreement is not rendered superfluous if IEX lacks an
affirmative termination right, as the provision still protects Tekelec from the
risk that IEX could terminate the Agreement without an affirmative right to do
so (which might excuse Blue Pumpkin or its assigns from making the Section
6.1.2 Payments to Tekelec). Third, even assuming that IEX does have the
unilateral right to extinguish the Section 6.1.2 Payments, that right is not
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“inconsistent” with Tekelec’s right to enforce the Payments against Verint unless
IEX actually extinguished the Payments—the central issue disputed in this
case. So long as IEX has not extinguished the Payments, Verint’s obligation to
make the Payments remains, as does Tekelec’s right to sue for nonpayment. 

III. 
Having determined that Tekelec has the power to enforce the Blue

Pumpkin/IEX Agreement against Verint, we turn to Verint’s claim that the
subsequent Verint/NICE Settlement extinguished its obligation to make the
disputed Section 6.1.2 Payments. We again apply the same summary judgment
standard as the district court. The interpretation of an unambiguous contract is
a legal question that can be properly decided on summary judgment.12 However,
if a contract’s terms are ambiguous, summary judgment is generally
inappropriate.13

Verint’s argument is relatively simple: Under the Non-Accrual Clause of
the Verint/NICE Settlement, NICE agreed, on behalf of IEX, to extinguish all
“royalties or other patent damages that may have otherwise accrued” against
Verint on IEX’s ‘355 Patent at any point after August 1, 2008 and throughout
the pendency of the Covenant Not to Sue.14 According to Verint, the parties to
the Blue Pumpkin/IEX Agreement intended the Section 6.1.2 Payments to serve
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as “royalties” for Blue Pumpkin’s (and eventually Verint’s) license in IEX’s ‘355
Patent. Consequently, Verint reasons, because the last four Section 6.1.2
payments “accrued” after August 1, 2008, NICE has, on behalf of IEX,
extinguished Verint’s obligation to make those payments.

Tekelec disagrees, urging that the parties to the Blue Pumpkin/IEX
Agreement did not intend the Section 6.1.2 Payments to serve as “royalties” for
the ‘355 Patent, but merely as a deferred component of the price Blue Pumpkin
paid to settle IEX’s claims for past infringement. According to Tekelec, “Verint’s
argument that the up-front $8.25 million constituted the consideration for the
settlement and release, and that the [Section 6.1.2 Payments] were tied only to
the continuing license to the [‘355 Patent], has no basis or support from the plain
language of the [A]greement.”

Perhaps Verint is correct that the parties to the Blue Pumpkin/IEX
Agreement intended the Section 6.1.2. Payments to serve as fees for the license
in IEX’s ‘355 Patent,15 but this argument misses the point. The principal
question presented by this appeal is not whether the Payments serve as
“royalties” in some abstract, economic sense, but whether they fall within the
scope of the “royalties or other patent damages” extinguished by the Non-Accrual
Clause in the subsequent Verint/NICE Settlement.  We think they do not.
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Corp. v. Stahlin Bros. Fibre Works, Inc., 575 F.2d 1152, 1158 (6th Cir. 1978).
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Under Texas law, the words of a contract must be read in context,16 and
technical or legal terms of art must be given their technical or legal meaning.17

Here, the Non-Accrual Clause extinguishes “royalties or other patent damages
that may have otherwise accrued” against Verint on all patents held by NICE
and its subsidiaries during the pendency of the Covenant Not to Sue.  We read
the qualifying phrase “or other patent damages” to indicate that the term
“royalties” refers not to Verint’s contractually bargained-for payment obligations
under Section 6.1.2 of the Blue Pumpkin/IEX Agreement, but to the court-
ordered “reasonable royalties” that serve as the generally accepted measure of
patent damages under 35 U.S.C. § 284.18 Our reading is bolstered by the
immediately succeeding phrase “that may have otherwise accrued,” which
reinforces the conclusion that the phrase “royalties or other patent damages”
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refers not to the fixed Section 6.1.2 Payments, but to the potential patent
damages a court might find accrued against Verint on patents held by NICE or
its subsidiaries during the pendency of the Covenant Not to Sue.19 In the
absence of the Non-Accrual Clause, NICE could conceivably recover such accrued
damages by breaching the Covenant or suing after the Covenant expired.20

Even if we were presented with the question of how to characterize the
Section 6.1.2 Payments in the abstract, the Payments do not present in the most
common form of “royalty.” We can assume without deciding that the parties to
the Blue Pumpkin/IEX Agreement intended the Payments to serve as fees for
the license in IEX’s ‘355 Patent.  But a “royalty” is generally defined as a
payment that fluctuates with the licensee’s actual usage of the licensor’s
intellectual property, such as a payment based on the number of patented
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22 See generally Morton I. Kamien & Yair Tauman, Fees Versus Royalties and the Private
Value of a Patent, 101 Q. J. ECON. 471 (1986).
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articles sold.21 A fixed-fee licensing arrangement such as the one at issue here
is conceptually distinct from a royalty.22

Because we conclude that Verint’s fixed, contractual payment obligations
under the Blue Pumpkin/IEX Agreement unambiguously fall outside of the scope
of the subsequent Verint/NICE Settlement’s boilerplate Non-Accrual Clause, we
need not consider Tekelec’s alternative argument that the disputed payments
“accrued” prior to the August 1, 2008 effective date of the Verint/NICE
Settlement. 

IV.
We AFFIRM the district court’s grant of summary judgment to Tekelec

and denial of Verint’s cross-motion for summary judgment. 
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