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Canden Iron & Metal, Inc. is a netal recycling and sal vagi ng
conpany engaged in shreddi ng and processing old autonobil es and
appliances. The scrap that is left is sold to steel mlls and
al um num foundri es and processed i nto new products.

In April 1998, Canden agreed with Newell Industries, Inc. to
buy a MegaShredder. The MegaShredder is a specialized, conplex
machi ne that is designed to shred |arge netal objects into fist-
sized scrap netal. Newell agreed to design, manufacture and
del i ver an unassenbl ed MegaShredder wthin 180 days for a price
of $2.53 mllion. The deal becane plagued with performance
pr obl ens.

After Newell failed to neet sone of its early deadlines,
Canden representatives discovered that Newell had sonehow
arranged to sell the MegaShredder to a conpany in Denmark
Canden then stopped maki ng paynents. Predictably, a flurry of
awsuits foll owed. Newell sued Canden in Texas state court for
breach of contract and interference with delivery of equipnent,
and Canden sued Newel| for breach of contract and fraud.?

The parties subsequently reached an agreenent which provided
that Newell would conplete the manufacture of the MegaShredder
and Canden would nonitor its progress. Three nonths |ater,
however, substantial conponents of the MegaShredder renai ned

unfi ni shed.

' The two cases were | ater consol i dat ed.
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I n Novenber 1999, Newell filed for bankruptcy protection
under Chapter 11 of the Bankruptcy Code. Canden in turn sued
Newel | in bankruptcy court to prevent it fromselling,
transporting or disassenbling the unfinished MegaShredder or any
of its parts.

Thereafter, Newell and Canden reached still another
agreenent under Bankruptcy Rule 9019. They set a delivery date
of May 20, 2000, increased the purchase price by $200, 000, 2 and
agreed that a Canden engi neer coul d observe the manufacturing
process and review desi gn pl ans.

After Newell again failed to neet its obligations, Canden
and the trustee entered one nore final agreenent. The terns of
the | ast agreenent were recited in open court:

1) The Newel| estate will deliver the manufactured
MegaShr edder by July 15, 2000;

2) Canden will provide the estate a $200, 000 |ine of
credit, to be drawn on only when it spends such anobunt
i n manufacturing or when the MegaShredder is conpl eted;
and

3) Canden can oversee and direct the order in which the
conponents are manufactured, have access to al

assenbly plans, specifications and draw ngs,3 and wil |
be provided an engi neer to oversee assenbly at its
facilities.

After the |last agreenent, Newell’'s estate spent an

2 The $200,000 was to be paid under a letter of credit in
i nstal | ments.

*Newel | agreed to file a conplete set of plans under seal with
the court.



addi tional $209, 000 naki ng the MegaShredder’s conponents.

Canden, however, refused to pay the $200, 000 fee because it
clainmed the trustee failed to provide it with both a supervising
engi neer and sufficient design plans. The trustee then noved the
bankruptcy court to determ ne and conpel conpliance with the

agr eenment .

The bankruptcy court held, anong other things, that the
trustee was not required to pay for Canden’ s supervising engi neer
during assenbly, that Canden was entitled to all the design
pl ans, specifications and drawi ngs that the trustee had filed
with the court, and that Canden could claima $50,000 offset for
the expenses it incurred as a result of the inconplete design
plans. The district court affirmed. W affirmin part and

reverse in part.

.
The bankruptcy court's findings of fact “wll not be set

aside unless clearly erroneous.” Matter of Faden, 96 F.3d 792,

795 (5th Cr. 1996). Conclusions of |aw, on the other hand, are
subject to plenary review on appeal. See id. (“[When a finding
of fact is prem sed on an inproper |egal standard, that finding
| oses the insulation of the clearly erroneous rule.”).

The interpretation of a contract is a matter of law, as is
the determnation that a contract is anbiguous, and both are

revi ewed de novo. See Inre Liljeberg Enterprises, Inc., 304
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F.3d 410, 439 (5th Gr. 2002). A contract is not anbiguous if it
can be given a definite or certain neaning as a matter of |aw.

See Colunbia Gas Transmission Corp. v. New Um Gas, Ltd., 940

S.W2d 587, 589 (Tex. 1996).

A. Engi neer Duri ng Assenbly

The appellant first contends that the bankruptcy and
district courts erred by holding that the trustee was not
required to provide Canden with an engi neer to oversee the
installation and assenbly of the MegaShredder.* The fi nal
agreenent clearly instructs:

The bankrupt estate will furnish at its own expense an

engi neer to oversee the installation and assenbly of

Job 559 on Canden’s facilities.

Al t hough the plain | anguage of the agreenent clearly and
definitely states that the trustee was required to provide Canden
with an engi neer during assenbly, the court nonethel ess found the

provi sion to be anbi guous because it is subject to various

reasonable interpretations.® |In particular, the district court

* The bankruptcy court deni ed Canden’s request for an engi neer
because it was not clained in the original pleadings. Wi | e
appel l ant contests this finding, we need not reviewthe bankruptcy
court’s rationale because neither the district court nor the
appellee’s brief relied on such reasoning.

> Canden asserts that neither the parties nor the bankruptcy
court raised the issue of anbiguity below, and therefore the
district court exceeded its scope of review by sua sponte raising
the i ssue. The interpretation of the contract and determ nati on of
anbi guity, however, is a matter of |aw, and the court “may concl ude
that a contract is anbi guous even in the absence of such a pl eadi ng

5



found it reasonable to interpret the agreenent as capping the
trustee’s total expenditures at $200,000. The district court
t hus concluded that, after the trustee spent $200, 000, al
further manufacturing, installation and assenbly costs, including
engi neers, were to be paid by Canden. W disagree with the
court’s reading of the agreenent. The sinple text requires no
added conpl exity.

The | anguage and intent of the agreenent nake clear that the

$200,000 line of credit limts only the trustee’ s manufacturing

expenditures. For exanple, the agreenent states:

| f the $200,000 is reached, or if the machine is

conpleted prior to the expenditure of $200, 000, then

the letter of credit will be drawn down on. |If the

machine is conpleted for a sumof |ess than $200, 000,

that noney will go into a special escrow account to be

used by Canden at their assenbly and fit in Canden, New

Jersey.
Thi s provision contenplates a paynent surplus after manufacturing
at Newel |’ s headquarters, but prior to assenbly and fit at
Canden’s facilities. |f the $200,000 had been intended to limt
the trustee’s total expenditures, as the district court believed,
a paynent surplus could never exist until manufacture and
assenbly has been conpleted. The court’s interpretation that the
trustee’s total expenditures were limted at $200,000 is at odds

with the agreenent’s direct |anguage.

by either party.” Sage St. Assoc. v. Northdale Constr. Co., 863
S.W2d 438, 445 (Tex. 1993).




The estate contends, in the alternative, that the agreenent
could be read to require it to provide an engineer only “if the
MegaShr edder was not conpl eted and Canden was forced to attenpt
to conplete the [manufacturing of the] MegaShredder on its own.”
Such an interpretation is simlarly basel ess because it
contravenes other provisions within the agreenent.

The agreenent states that the “bankrupt estate will furnish
at its own expense an engineer to oversee the installation and
assenbly of Job 559 on Canden’s facilities.” |If the trustee
failed to finish the manufacturing of the MegaShredder, there
woul d be no installation or assenbly for an estate-financed
engi neer to oversee. The engineer woul d supposedly oversee the
conpl etion of the manufacturing process only. The estate’s
interpretation directly conflicts with the | anguage of the
engi neer provision, which is expressly limted to oversight
during the assenbly phase. Moreover, if the parties had intended
for an engi neer to be provided at the manufacturing phase, or for
t he engi neer costs to be included as part of the $200, 000 |ine of
credit, the parties would have included such | anguage in their
agreenents. They did not. Thus, we find the estate’s
i nterpretati on unreasonabl e.

G ven the clear and certain | anguage of the agreenent, and
t he unreasonabl eness of offered alternative interpretations, we
find that the district court erred in holding that the | ast
agreenent is anbiguous. The agreenent clearly dictates that the
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trustee provide Canden with an engi neer during assenbly. W
reverse the finding of the bankruptcy and district courts, and
remand for a determ nation of the cost incurred by Canden in

obt ai ni ng an engi neer.?®

B. Assenbly Pl ans, Specifications, and Draw ngs

The appel | ant next asserts that the bankruptcy court erred
by hol ding that Canden was entitled to only those pl ans,
specifications, and drawings that the trustee had filed with the
court, and by awardi ng Canden only a $50, 000 offset for the
expenses incurred as a result of the inconplete plans. W find
that such clains are without nerit.

The agreenent nakes clear that the trustee was required to
provi de Canden “access at all tinmes to plans and specifications .

t hrough assenbly and fit.”” The trustee agreed to file under
seal a conplete set of the design docunents to assi st Canden

shoul d the estate not conplete its manufacturing obligations.?

®The Trustee’s award should be offset by this anount.

" Newell initially agreed to provide Canden only those
“drawi ngs necessary for foundation, electrical and plunbing
installation.” After litigation ensued, however, Canden becane

concerned that Newel|l would not conpl ete the MegaShredder, and the
parties stipulated that a Canden representative would be able to
review the “plans, specifications, draw ngs, shop draw ngs and
construction drawi ngs” while nonitoring Newell’'s perfornmance.

8 The parties agreed that the sealed docunents would be
transferred to the bankruptcy court, and “held pending the
construction and delivery of the MegaShredder.” If the conplete
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Unbeknownst to Canden, however, the trustee did not file a
conplete set of plans with the court.

When the trustee failed to give Canden’s engi neer a set of
desi gn pl ans, Canden sought access to all plans that the trustee
had filed under seal, and requested an offset for the expenses it
incurred as a result of the inconplete plans. The bankruptcy
court held that Canden could review all the design plans filed
under seal,® and that it was entitled to a $50,000 offset on the
MegaShr edder purchase pri ce.

Upon review of the plans under seal, however, Canden
realized that the estate had failed to file a conplete set of
plans with the court. Although the $50,000 offset was based upon
testinony taken prior to this discovery, the bankruptcy court
refused to reopen the damages issue.

Canden first appeals the decision to release only those

plans filed under seal. Canden peculiarly contends that the

pl ans were not delivered, Canden could obtain the docunents under
a one-tine |license agreenent.

® The order was conditioned on a confidentiality agreenent not
to disclose the contents to third parties except for fabrication
purposes in which case the third party also had to sign a
confidentiality agreenent. The confidentiality agreenent was
necessary to protect a third party which had purchased the
intellectual property rights to the plans fromthe trustee.

“The district court affirmed the bankruptcy court’s ruling
that Canden was entitled to the draw ngs under seal. It noted,
however, that the m ssing draw ngs had been sol d and t he bankruptcy
court could not order access to them
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court erred by granting its notion for access to plans under
seal; it asserts that the court should have instead ordered the
trustee to produce all plans, specifications, and draw ngs. !
Because the requested relief exceeds that which was actually
requested by Canden, we find no error. Moreover, by the tine
Canden finally realized the conplete plans were not under seal
the trustee had al ready sold the design plans to anot her conpany.
Thus, it is doubtful that the court even had the authority to
conpel production.

Canden al so asserts that the court erred in calculating an
of fset based on testinony offered before Canden | earned that the
seal ed drawi ngs were inconplete. The court’s award was based on
the testinony of a Canden expert who testified that damage caused
by the absence of plans was between $50, 000 and $75,000. W find
t hat $50, 000 is a reasonabl e award based upon record evi dence of
f oreseeabl e danages avail able at the date the order was issued.

Wi | e Canden has clearly been injured by the trustee's
failure to provide a conplete set of design plans, it could have
pursued relief in a nunber of nore effective ways. For exanple,

it could have appeal ed the court’s refusal to reopen the damages

' The court responded that it could only rule on what was
pl ed, and that it was “not saying that you' re not entitled to other
drawings. . . . I'’mjust saying that I’mgranting [what was pled].”
The court noreover suggested that Canden would have to file a
suppl enental notion if it wanted access to any other draw ngs.
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issue, or it could have filed a supplenental notion to conpel
production of the m ssing drawi ngs. Because Canden’s injuries
are attributed to their own litigation conduct, we affirmthe
order granting Canden all the design plans under seal and a

$50, 000 of fset agai nst the MegaShredder purchase price.

L1l

We find the agreenent at issue required the trustee to
provi de Canden with a supervising engi neer during assenbly.
Mor eover, no error was commtted by hol ding that Canden was
entitled to only those design plans, specifications, and draw ngs
that the trustee had filed under seal, and by awardi ng Canden
only $50,000 in offsets for the expenses it incurred as a result
of the inconplete design plans. AFFIRVED I N PART, REVERSED | N

PART and remanded for further proceedi ngs.
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