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Defendant (“Merck KGaA”) respectfully submits this memorandum of law in opposition

to the motion of Plaintiffs (“US Merck”) to determine governing law.

PRELIMINARY STATEMENT

This case is one of several lawsuits pending in courts around the world involving the

same coexistence agreements between the parties. Two courts – the High Court of Justice in the

United Kingdom and the Paris Court of First Instance – have both recently held that the contracts

are governed by German law. Although this Court must make its own determination, the same

underlying facts and circumstances which led those courts to apply German law should lead to

the same result here. The detailed and carefully reasoned decision of the UK court, entered

following extensive briefing and argument, and review of voluminous fact and expert

submissions, is particularly instructive. The UK court considered and rejected the same points

advanced by US Merck here, and held that German law applies based on a choice-of-law

analysis which is almost identical to the “most significant relationship” test that will govern this

Court’s determination.

As the UK court explains, the underlying contract was “negotiated, finalised, agreed and

signed” in Germany; the “substance of the transaction” involved Americans traveling to

Germany to negotiate for and obtain permissions from the German owner of intellectual property

rights held around the globe; and, as such, the agreement is most “aptly characterised as a

German contract.” On facts which are essentially undisputed, Germany has the most significant

relationship to the contracts. Policy considerations further support application of German law,

including respect for the justifiable expectations of the parties and international comity, and

advancing predictability and uniformity in the interpretation of contractual arrangements which

two courts have already held are governed by German law and no court has found to be governed

by New Jersey law.
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FACTUAL BACKGROUND

I. History Of The Coexistence Agreements.

Merck KGaA is the original Merck, founded in Darmstadt, Germany, in 1668 by the

Merck family, which still is the majority owner of Merck KGaA today. Merck KGaA

established a U.S. business more than 200 years later, in around 1890. During World War I, the

U.S. business was separated from the parent and it became an entirely independent company, US

Merck, in around 1918. Since then, the parties have entered into a series of coexistence

agreements to govern the use of “Merck” in various countries, the earliest of which was entered

into in 1932. See Complaint, ¶¶ 10-11; Answer, ¶¶ 10-11; Pl. Ex. B, UK Judgment, at ¶¶ 12-15,

32; Def. Ex. A, Stipulation of “Agreed Facts,” submitted by the parties in UK Proceeding, at

rows 1-6, 8.1

In 1943, the U.S. Department of Justice brought a federal antitrust case against US Merck

in the U.S. District Court for the District of New Jersey, and the Court entered a judgment

against US Merck in 1945 and retained jurisdiction for purposes of enforcing or modifying the

judgment. Merck KGaA was not a party to that proceeding, nor was it subject to the judgment.

Pl. Ex. B, UK Judgment, at ¶¶ 17-20; Pl. Ex. E, 1945 Judgment; Def. Ex. A, Agreed Facts, at

rows 9-10.

Following World War II, Merck KGaA brought several lawsuits against US Merck

around the world, asserting that US Merck was using “Merck” improperly in various countries in

violation of Merck KGaA’s rights. By 1955, US Merck, finding itself on the losing side of these

litigations, sought to settle and obtain permission from Merck KGaA to make at least limited use

1 References to “Pl. Ex. __” herein refer to exhibits to the Declaration of Birte Hoehne-Mahyera
submitted with US Merck’s motion, and references to “Def. Ex. __” herein refer to exhibits to
the Declaration of Zheng Wang submitted with this response. References to Merck KGaA and
US Merck herein refer to the parties together with their respective predecessors and affiliates.
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of the “Merck” name and mark outside the United States and Canada, essentially seeking to

acquire a license from Merck KGaA to use “Merck” internationally. Def. Ex. B, Transcript of

1955 Hearing, at 7-8. Specifically, in September 1955, representatives of US Merck traveled to

Merck KGaA’s headquarters in Darmstadt, Germany, to negotiate, agree upon, and sign the 1955

Agreement. Pl. Ex. B, UK Judgment, at ¶¶ 26-27, 31-34, 76, 92-96; Def. Ex. A, Agreed Facts, at

rows 23-30, 32-34. As the UK Court held, the 1955 Agreement was “negotiated, finalised,

agreed and signed (and dated 12 September 1955) in Darmstadt.” Pl. Ex. B, UK Judgment, at

¶ 76; Pl. Ex. F, 1955 Agreement. Although the 1955 Agreement provided that it would not

become effective until US Merck obtained confirmation from the U.S. court which had retained

jurisdiction for purposes of enforcing the 1945 antitrust judgment against US Merck, see Pl.

Ex. F, 1955 Agreement, at § 12, such approval was readily granted without objection from the

U.S. Department of Justice, without Merck KGaA’s participation, and without the U.S. court

finding it necessary to review the contract. Def. Ex. B, Transcript of 1955 Hearing, at 13-14; Pl.

Ex. B, UK Judgment, at ¶ 39 (finding that U.S. court approved “without hesitation” and stated

that it was unnecessary to read the agreement). Merck KGaA was not in any way a party to the

U.S. court proceedings in 1955 that confirmed that the Department of Justice had no objection to

the contract on antitrust grounds. See Def. Ex. B, Transcript of 1955 Hearing.

The 1955 Agreement, reflecting Merck KGaA’s senior trademark rights in almost all the

countries of the world, acknowledged Merck KGaA’s right to use “Merck” globally, other than

in the United States and Canada, where certain restrictions were placed on its use. US Merck

received permission to use “Merck” in the United States and Canada, and the limited right to use

“Merck” globally with a number of restrictions. Pl. Ex. F, 1955 Agreement.
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The parties entered into a new coexistence agreement in 1970. The parties agree,

however, both in this case and in the UK proceedings, that the 1970 Agreement is substantially

identical to the 1955 Agreement, is based on the 1955 Agreement, and made changes to the 1955

Agreement that were “merely formalistic.” US Merck Mem. at 11-12; Pl. Ex. B, UK Judgment,

at ¶ 8 (noting that parties agree that law governing the 1970 Agreement is necessarily the same

as law governing 1955 Agreement). For those reasons, US Merck argues that this Court should

determine the law governing the 1970 Agreement by applying the relevant factors and

considerations to the facts surrounding the 1955 Agreement. US Merck Mem. at 9-12. Merck

KGaA agrees.

As to the negotiation of the 1970 Agreement itself, it was conducted by written

correspondence between Merck KGaA in Germany and US Merck in the United States. Def.

Ex. A, Agreed Facts, at rows 46-58; Pl. Ex. B, UK Judgment, at ¶ 43; Pl. Exs. H-K, Letters

Between US Merck and Merck KGaA. Substantively, the 1970 Agreement essentially restated

the terms of the 1955 Agreement, except that (a) it reflected that Merck KGaA had made a

change to its formal corporate name, and (b) it indicated that court approval was no longer

necessary. Id. US Merck executed the 1970 Agreement in New Jersey and then Merck KGaA

executed it in Germany. Def. Ex. A, Agreed Facts, at rows 55-57; Def. Ex. C, Letter from

Anthony DeSimone to Philip Dalsimer, Oct. 9, 1970 (“Oct. 1970 Letter”); Pl. Ex. K, Letter from

Anthony DeSimone to Dieter Bartling, Dec. 21, 1970 (“Dec. 1970 Letter”).

II. Current Litigation.

Recently, the parties have become engaged in a new round of litigations around the

world. Merck KGaA has commenced lawsuits against US Merck in the United Kingdom,

France, Germany, Switzerland, and Mexico, asserting that US Merck is using “Merck”

improperly in those countries in violation of Merck KGaA’s trademark and/or contractual rights.
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The U.K. High Court of Justice and the Paris Court of First Instance have already entered

judgments against US Merck for breach of contract and/or trademark infringement, and the

German court in Frankfurt has issued a preliminary injunction against US Merck. Pl. Ex. B, UK

Judgment; Pl. Ex. C, French Judgment; Def. Ex. D, German Decision.

Both the UK court and the French court ruled that the 1955 and 1970 Agreements are

governed by German law. The UK court addressed many of the same arguments US Merck

raises here, applied a choice-of-law analysis that is nearly (albeit not entirely) identical to the

analysis to be applied in this proceeding, and concluded that the place of contracting and subject

matter of the 1955 Agreement favored the application of German law. Pl. Ex. B, UK Judgment,

at ¶¶ 9-10, 94-97. The UK court noted that, although this Court approved the 1955 Agreement,

that was merely a formalistic step and did not change the fact that this was a contract negotiated

and “made in Germany whose main effect is a grant by a German rights-owner of permission to

an American to do things” and that such a contract was “more aptly characterised as a German

contract.” Id. ¶ 96. The French court likewise held that German law was applicable because the

agreement was negotiated and signed in Germany. Pl. Ex. C, French Judgment, at 12-13.

Within hours after the UK court entered its judgment against US Merck for breaching

Merck KGaA’s trademark and contractual rights, US Merck filed the instant lawsuit in this

Court. Among other claims, US Merck asserts a claim for breach of the 1970 Agreement arising

from Merck KGaA’s alleged inappropriate use of “Merck” in the United States, including both in

isolation and in the form “Merck KGaA, Darmstadt, Germany.” Merck KGaA denies that there

is any breach and also asserts a number of time-based defenses based on the fact that US Merck

has allowed Merck KGaA to use “Merck KGaA, Darmstadt, Germany” in the United States for

two decades.
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LEGAL STANDARDS

When adjudicating a state law issue, a federal district court applies the choice of law

principles of the forum state. Auto-Owners Ins. Co. v. Stevens & Ricci Inc., No. 15-2080, 2016

WL 4547641, at *10 (3d Cir. Sept. 1, 2016). In a breach of contract case in which the relevant

contracts contain no choice of law provisions, New Jersey law applies the “most significant

relationship” test. Gallo v. PHH Mortg. Corp., 916 F. Supp. 2d 537, 554 (D.N.J. 2012). Under

this test, the court first must determine whether an actual conflict exists between the potentially

applicable laws. Maniscalco v. Brother Int’l (USA) Corp., 709 F.3d 202, 206 (3d Cir. 2013). If

a conflict exists, New Jersey courts then ask which forum has the “most significant relationship”

with the parties and the contract. Int’l Foodsource, LLC v. Grower Direct Nut Co., No. 16-cv-

3140 (WHW) (CLW), 2016 WL 4150748, at *8 (D.N.J. Aug. 3, 2016).

In contract cases, when determining which forum has the most significant relationship,

New Jersey courts typically consider the five factors listed in Section 188 of the Restatement

(Second) of Conflict of Laws (Am. Law Inst. 1971) (the “Restatement”), which are discussed in

Argument Section II.B, below. Forestal Guarani S.A. v. Daros Int’l, Inc., 613 F.3d 395, 401 (3d

Cir. 2010). In addition, New Jersey courts also consider some or all of the seven policy factors

listed in Section 6 of the Restatement, which are discussed in Argument Section III, below. See,

e.g., P.V. ex rel. T.V. v. Camp Jaycee, 962 A.2d 453, 463 (N.J. 2008); Clark v. Prudential Ins.

Co. of Am., No. CIV.08-6197 (DRD), 2009 WL 2959801, at *20-21 (D.N.J. Sept. 15, 2009).

ARGUMENT

I. An Actual Conflict Exists Between German And New Jersey Law.

US Merck’s current contention that no material conflict exists between New Jersey and

German contract law is belied by US Merck’s own words and actions. In the UK proceedings,

US Merck argued to the UK court that there were “differing approaches to contractual
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construction and/or amendment/modification under the competing systems of [German and New

Jersey] law.” Def. Ex. E, US Merck UK Brief, at ¶¶ 10, 87. More specifically, US Merck

argued to the UK court that New Jersey and German law differ materially with respect to

whether “course of performance” evidence may be considered in construing ambiguous or

incomplete contract provisions. Def. Ex. F, Witness Statement of Ian Karet, at ¶¶ 17, 19. US

Merck would not have litigated the choice-of-law issue in the UK and French proceedings, or

made the current motion, if it genuinely perceived no difference between German and New

Jersey law.

The fact that the basic elements of a breach of contract claim under both German and

New Jersey law – existence of a contract, breach thereof, and damages – are the same, examines

the question at too high a level of generality. All legal systems presumably share those basic

elements, and there would never be a conflict of laws if that level of commonality were

sufficient. But, in fact, New Jersey courts regularly find actual conflicts in breach of contract

cases even where the basic elements are the same. See, e.g., Agostino v. Quest Diagnostics Inc.

256 F.R.D. 437, 464 (D.N.J. 2009) (finding conflicts between the laws of different states with

respect to application of the parol evidence rule, burdens of proof, and statutes of limitations);

Spence-Parker v. Del. River and Bay Auth., 656 F. Supp. 2d 488, 497 (D.N.J. 2009) (finding

actual conflict between New Jersey and Delaware contract law); Snyder v. Farnam Cos., Inc.,

792 F. Supp. 2d 712, 720 (D.N.J. 2011) (finding actual conflict between New Jersey and Arizona

contract law).

In this case, as US Merck itself argued in the UK proceedings, numerous material

differences exist between German and New Jersey contract law.
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First, as discussed above, US Merck conceded in the UK proceeding that New Jersey and

German law differ with respect to the extent to which post-contractual behavior is relevant to

inform the interpretation of contractual provisions.

Second, New Jersey and German law have different requirements for modification of a

contract. Under German contract law, no additional consideration is required to modify a

contract. Def. Ex. G, Bürgerliches Gesetzbuch [BGB] [Civil Code] (“BGB”) § 311(1)

(requirements to create and alter a contract are the same and do not include consideration); Def.

Ex. H, Excerpt from Bernhard Kreße, Einseitig verpflichtende Verträge und Naturalobligationen

im englischen, französischen und deutschen Recht, Recht der Internationalen Wirtschaft, Issue

3/2014. Under New Jersey law, however, additional consideration may be required for a valid

contract modification unless an applicable exception can be invoked. Oscar v. Simeonidis, 800

A.2d 271, 276 (N.J. App. Div. 2002). The different requirements for proving a contract

modification are significant because, as noted, Merck KGaA asserts as a defense that the parties

tacitly agreed to modify the 1970 Agreement to allow Merck KGaA to use “Merck KGaA,

Darmstadt, Germany” in the United States.

Third, German and New Jersey law differ with respect to available time-based defenses

to a breach of contract claim. The clearest example of this is the statute of limitations. See

Ghaffari v. Hern, No. 06–931(FLW), 2009 WL 2147092, at *4-5 (D.N.J. July 15, 2009)

(difference in the limitations period is an actual conflict). The applicable statute of limitations is

three years under German law and six years under New Jersey law. N.J. Stat. Ann. § 2A:14-1

(2011); Def. Ex. G, BGB § 195. Accordingly, if German law applies, US Merck may attempt to

prove liability and seek remedies only with respect to conduct going back to 2013, but if New
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Jersey law applies, US Merck may look back to 2010. This is a material difference on the

merits, and it may also significantly impact the scope of discovery.

II. Germany Has The Most Significant Relationship With The Contracts.

A. The U.K. And French Decisions Have Some Preclusive Effect.

The U.K. and French courts have both already ruled that Germany has the most

significant relationship with the contracts in this case. An issue that has been decided in

overseas litigation will have preclusive effect if (a) the foreign judgment is entitled to recognition

under the factors listed in Hilton v. Guyot, 159 U.S. 113 (1895), and (b) the issues to be estopped

are identical. See Pony Express Records, Inc. v. Springsteen, 163 F. Supp. 2d 465, 472-74

(D.N.J. 2001) (applying Hilton factors to hold that a UK decision was entitled to recognition).

There can be no dispute that the UK and French decisions are entitled to recognition

under the Hilton factors. Specifically, US Merck does not – and cannot – dispute that the UK

and French courts (1) are competent courts, (2) had jurisdiction over the parties and claims

before them, (3) rendered their decisions based on fulsome submissions, (4) afforded US Merck

the opportunity to advance its positions, and (5) entered judgment in a clear and formal record.

See id. Indeed, US Merck does not even attempt to argue that the UK and French decisions are

not entitled to recognition. US Merck Mem. at 18-22.

Instead, US Merck argues that the UK and French judgments should not be given

preclusive effect on the ultimate legal question of which law governs because those courts

applied choice-of-law analyses which differ from the New Jersey choice-of-law principles to be

applied by this Court, particularly because the UK and French courts did not consider policy

factors. Id. Merck KGaA agrees that the UK and French judgments should not be given

preclusive effect on the ultimate legal question of which law governs.
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However, the UK and French courts have already considered and ruled upon a material

factual issue which is identical to one of the issues before this Court – which jurisdiction has the

most significant contacts with the contracts – and their rulings on that issue should be given

preclusive effect. US Merck had a full and fair opportunity to litigate that issue before

competent courts, and it need not be re-litigated now. Indeed, the overall choice-of-law analysis

applied by the UK court, though not completely identical to the overall analysis governing in this

Court, is nearly identical. The UK test asked “with which law does the transaction have the

closest and most real connection,” and, in answering that question, the UK court considered the

same factors this Court will examine: place of contracting (which includes an analysis of the

place of negotiation), place of performance, residence of the parties and nature of the subject

matter of the contract. Pl. Ex. B, UK Judgment, at ¶¶ 9-10; Def. Ex. I, Merck KGaA UK Brief,

at ¶ 26.

After affording the parties the opportunity to take discovery on the issues and after

considering extensive briefing, argument, and factual and expert submissions, the UK court held

that the 1955 Agreement was “negotiated, finalised, agreed and signed” in Germany; that it is a

contract “made in Germany whose main effect is a grant by a German rights-owner of

permission to an American to do things;” and that it is “aptly characterised as a German

contract.” Pl. Ex. B, UK Judgment, at ¶¶ 76, 96. The French court likewise considered the same

contacts and found that the place of contracting and negotiating, and the subject matter of the

contract, all favored the application of German law. Pl. Ex. C, French Judgment, at 12-13.

These findings should be given preclusive effect by the Court as it considers the ultimate legal

question under the governing choice-of-law rules. See Pony Express, 163 F. Supp. 2d at 474
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(giving preclusive effect to UK court’s findings on questions of fact and mixed questions of fact

and law, but not on the ultimate legal conclusion of which law should apply).

B. The “Contact” Factors Favor Application Of German Law.

New Jersey courts look to the five “contact” factors listed in Section 188(2) of the

Restatement to determine which jurisdiction has the most significant relationship: the place of

(1) contracting, (2) negotiation, (3) performance, (4) subject matter, and (5) business of the

parties. Forestal Guarani S.A. v. Daros Int’l, Inc., 613 F.3d 395, 401 (3d Cir. 2010). Three of

the five factors, and the overall balance of factors, favor application of German law, and two

factors are neutral.

1. Place of Contracting

The place of contracting is where the “last act necessary, under the forum’s rules of offer

and acceptance, to give the contract binding effect” occurred. Restatement § 188 cmt. e; Clark

v. Prudential Ins. Co. of Am., No. CIV. 08-6197 (DRD), 2009 WL 2959801, at *20 (D.N.J.

Sept. 15, 2009). In New Jersey, this is where the “final act necessary for [the contract’s]

formation is done.” Spence-Parker v. Del. River and Bay Auth., 656 F. Supp. 2d 488, 500

(D.N.J. 2009).

Here, the final act necessary for the 1955 Agreement’s formation was when both parties

signed the agreement in Germany. See Pl. Ex. B, UK Judgment, at ¶ 76 (the 1955 Agreement

was “negotiated, finalised, agreed and signed (and dated 12 September 1955) in Darmstadt”); 2

Richard A. Lord, Williston on Contracts § 6:62 (4th ed. 2015) (“If an acceptance is made

immediately after an offer when the parties are together, no question can arise as to the place of

the contract. The place where the parties are is the only possible place of contract.”).

US Merck’s argument that the 1955 Agreement required approval of the District Court in

New Jersey is unavailing for several reasons. The District Court approval was not an act
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necessary for the contract’s formation, but rather a condition precedent upon which the

remaining obligations of the agreement depended. The existence of a condition precedent in a

bilateral contract does not change the fact that the contract was formed in Germany. See Pac.

Emp’rs Ins. Co. v. Glob. Reinsurance Corp. of Am., 693 F.3d 417 (3d Cir. 2012) (place of

contracting held to be place defendant confirmed acceptance of the agreement, notwithstanding

condition precedent in agreement). As the UK court held in considering the same issue, the fact

that the contract required approval by the District Court in New Jersey does not mean “that the

agreement was in any relevant sense made in New Jersey” but rather “means that the agreement

made in Darmstadt was subject to a suspensory condition which had to be fulfilled before it

became effective.” Pl. Ex. B, UK Judgment, at ¶ 76.

As the UK court further explained, offer and acceptance, and the attendant agreement to

be bound necessary to the formation of the contract, occurred in Germany. Id. Indeed, the

provision requiring US Merck to obtain the District Court’s approval (clause 12) could only have

been effective had the 1955 Agreement already been formed and created a binding obligation on

US Merck to seek that approval. For example, if US Merck had refused to seek District Court

approval as required by clause 12, there is no question that Merck KGaA would have been able

to sue for breach of a binding agreement formed in Germany.

The District Court’s approval cannot be considered any part of the offer and acceptance

between US Merck and Merck KGaA also because Merck KGaA was not even party to the

proceedings in the District Court. Merck KGaA had not been a party to the underlying antitrust

case against US Merck, it was not subject to the 1945 antitrust judgment against US Merck

which necessitated the court approval, and it did not participate in US Merck’s submission of the

contract to the court for approval. The District Court readily granted approval without even
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finding it necessary to review the contract. Def. Ex. B, Transcript of 1955 Hearing, at 13-14; Pl.

Ex. B, UK Judgment, at ¶ 39. Indeed, it is quite common for agreements with global effect (such

as merger and acquisition agreements) to require one or more parties to seek antitrust clearance

from various national bodies, but such a condition does not mean the law of each such country

governs the agreement or that each such country would be considered the place of contracting,

especially since there could very well be multiple countries from which antitrust clearance was

sought.

The parties agree that the same law should govern the 1970 Agreement as the 1955

Agreement because the former was merely a formalistic restatement of the latter. But, to the

extent the place of contracting of the 1970 Agreement is examined, that examination would

either be neutral or favor application of German law. The final version of the 1970 Agreement

was first signed by US Merck in New Jersey and then signed by Merck KGaA in Germany. Def.

Ex. C, Oct. 1970 Letter; Def. Ex. A, Agreed Facts, at rows 55-57; Pl. Ex. K, Dec. 1970 Letter.

Thus, the final step necessary to constitute acceptance of the offer and formation of the

agreement occurred in Germany, when Merck KGaA signed it there.

The 1970 Agreement did not require court approval, so there is not even an argument that

the final step occurred outside Germany. US Merck’s observation that Merck KGaA delivered a

copy of the signed agreement to US Merck is beside the point, as the agreement had already been

signed and executed in Germany. See Armour & Co. v. Celic, 294 F.2d 432, 435 (2d Cir. 1961)

(“In the absence of some requirement in the contract itself, we know of no principle of law which

makes the validity of a contract contingent upon its delivery or the delivery of a copy to one or

more parties to it.”). US Merck also made very clear in its transmittal letter that it intended the

contract to be binding upon Merck KGaA’s signing it in Germany and that it was requesting
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delivery of a copy of the signed contract merely for record-keeping purposes. Def. Ex. C, Oct.

1970 Letter.

2. Place of Negotiations

The 1955 Agreement was negotiated in Germany, as the UK court previously held. In

September 1955, representatives of US Merck traveled to Merck KGaA’s headquarters in

Darmstadt, Germany to negotiate the agreement over the course of two days and to execute it

there. Pl. Ex. B, UK Judgment, at ¶¶ 31-34, 76; Def. Ex. A, Agreed Facts, at rows 32-34.

US Merck notes that in the preceding seven years, between 1948 and 1955, Merck KGaA

representatives also visited US Merck in New Jersey from time to time. Those earlier meetings,

however, were not negotiations for the 1955 Agreement. Instead, it was not until July 15, 1955

that US Merck first wrote to Merck KGaA to propose what became the 1955 Agreement. Def.

Ex. J, Letter from Carl M. Anderson to Dr. Karl Merck, July 15, 1955. In that letter, US Merck

acknowledges that the possibility of settlement was first raised informally by US Merck to

Merck KGaA during a meeting in New York (not New Jersey). Id. at 3. The letter confirms that

negotiations for the 1955 Agreement could not have begun before July 15, 1955, and that the

only negotiations for the 1955 Agreement were those that occurred in Germany in September

1955.

Again, it is unnecessary to consider the place of negotiation of the 1970 Agreement, but,

if that were examined, it would be neutral because negotiations were conducted almost

exclusively by letter and telegram between US Merck in New Jersey, Merck KGaA in Germany

and, on occasion, Merck KGaA’s counsel in New York. Pl. Ex. I, Letter from Anthony

DeSimone to Dieter Bartling and others, Sept. 22, 1970; Def. Ex. C, Oct. 1970 Letter. See

Schley v. Microsoft Corp., No. CIV 08-3589 (DRD), 2008 WL 5075266, at *9 (D.N.J. Nov. 24,

2008), amended on other grounds, No. CIV. 08-3589 (DRD), 2009 WL 197568 (D.N.J. Jan. 23,
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2009) (“[T]he place of negotiation is immaterial because negotiations were conducted over the

phone and through email in both New Jersey and Washington.”).

US Merck’s argument that the 1970 Agreement was “mostly discussed” in the United

States is both unsupported by the record and immaterial (insofar as negotiations conducted in

States other than New Jersey cannot support application of New Jersey law). The only

discussion referenced by US Merck in support of this argument is an impromptu conversation

which occurred when Merck KGaA’s New York counsel ran into a lawyer for US Merck at an

American Bar Association conference in St. Louis.

3. Place of Performance

The place of performance factor, where a contract is performed in multiple jurisdictions

like this one, is neutral. See Arakelian v. N.C. Country Club Estates Ltd. P’ship, No. CIV.A. 08-

5286 (JAG), 2009 WL 4981479, at *6 (D.N.J. Dec. 18, 2009). The main thrust of the contract,

though, was, effectively, an agreement by a German rights-holder to restrict its rights by

tolerating certain limited uses of its mark around the world, and in that sense the place of

performance for the major obligation on the part of Merck KGaA is Germany. See, Pl. Ex. B,

UK Judgment, at ¶ 96.

4. Location of the Subject Matter

As the UK court held, the 1955 Agreement is fundamentally about Merck KGaA’s

trademark rights in over 190 countries around the world. Pl. Ex. B, UK Judgment, at ¶¶ 92-96.

No party suggests that the contract should be governed by the laws of more than 190 different

countries, and it therefore makes the most sense to think of the locus of the subject matter of the

contract as being Germany given that the subject matter is the intellectual property rights of a

German rights-holder. As the UK court aptly observed, the “substance of the transaction”
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involved Americans traveling to Germany to negotiate for and obtain permissions from the

German owner of rights held around the globe. Id.

5. Domicile of the Parties

This factor is neutral.

6. Balance of Factors: The Justified Expectation of The Parties

The overall purpose of examining the five “contact” factors under Restatement Section

188 is to advance the “basic policy underlying the field of contracts” – namely, the protection of

the justified expectations of the parties. Restatement § 188, cmt. b. It is for this reason that the

place of contracting is weighted particularly heavily under New Jersey law. Keil v. Nat’l

Westminster Bank, Inc., 710 A.2d 563, 569 (N.J. App. Div. 1998) (“Because the law of the place

of contract generally comports with the reasonable expectations of the parties concerning the

applicable and controlling legal principles, that forum’s law should be applied unless the

dominant and significant relationship of another state to the parties or the underlying issue

dictates that this basic rule should yield.”). Likewise, the Restatement holds that if the place of

negotiating and place of contracting are the same, the law of that jurisdiction should generally

apply in order to preserve the expectations of the parties. Paniagua Grp., Inc. v. Hosp.

Specialists, LLC, No. 11-6003 (AMD), 2016 WL 1725934, at *3 (D.N.J. Apr. 28, 2016);

Restatement § 188(3).

In this case, the parties’ justified expectations could only have been that German law

would govern the 1955 Agreement. As demonstrated above, both the place of contracting and

negotiation were in Germany. Moreover, as the record makes clear, US Merck traveled to

Germany to seek permission from the German rights-holder to make certain limited uses of

“Merck” because US Merck recognized that it was likely to lose multiple litigations around the

world. As US Merck’s counsel represented to this Court in October 1955 when it sought
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approval for the 1955 Agreement, US Merck was litigating against Merck KGaA in about a

dozen countries, US Merck recognized that Merck KGaA’s rights had priority in those countries,

and US Merck recognized it was likely to lose in most cases. Def. Ex. B, Transcript of 1955

Hearing, at 7; Pl. Ex. B, UK Judgment, at ¶¶ 37-38. In approving the agreement, Judge Forman

of this Court recognized that Merck KGaA had senior rights and was therefore likely to prevail

in all the then-pending litigations. Def. Ex. B, Transcript of 1955 Hearing, at 13; Pl. Ex. B, UK

Judgment, at ¶ 39.

On these facts – a party, recognizing that it is on the losing end of multiple litigations

around the world against a German rights-holder, travels to Germany to seek permission from

that German rights-holder to make certain limited uses, and negotiates and executes an

agreement in Germany – the parties could only have expected German law to apply and could

not have expected that New Jersey law would apply.

That the parties would have expected German law to apply is all the more apparent

because at the time of the contract’s formation, the law in New Jersey was clear that a contract

was governed by the law of the place of contracting. See, e.g., Bierman v. Marcus, 140 F. Supp.

66, 71 (D.N.J. 1956), vacated on other grounds, 246 F.2d 200 (3d Cir. 1957); Colozzi v. Bevko,

Inc., 110 A.2d 545, 549 (N.J. 1955). Hence, In NL Indus., Inc. v. Commercial Union Ins. Co., 65

F.3d 314 (3d Cir. 1995), the Third Circuit, applying New Jersey law, held that when “all parties

to the contract knew at the time of the signing the general rule that the law of the state in which

the contract was formed governed the contract, it is reasonable to assume that the parties

reasonably expected [that state’s] law to apply.” Id. at 327.

III. Policy Factors Also Favor Application Of German Law.

Some New Jersey courts, in addition to considering the “contact” factors under Section

188 of the Restatement, also consider seven nonexclusive “policy” factors set forth in Section 6
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of the Restatement: “(1) the needs of the interstate and international system, (2) the relevant

policies of the forum, (3) the relevant policies of other affected states and the relevant interests of

those states in the determination of the particular issue, (4) the protection of justified

expectations, (5) the basic policies underlying the particular field of law, (6) certainty,

predictability, and uniformity of result, and (7) ease in the determination and application of the

law to be applied.” State Farm Mut. Auto. Ins. Co. v. Simmons’ Estate, 417 A.2d 488, 491 (N.J.

1980).

A. The Needs Of The Interstate And International System.

The first factor favors application of German law. As the Supreme Court has held,

“probably the most important function of choice-of-law rules is to make the interstate and

international systems work well.” Société Nationale Industrielle Aérospatiale v. U.S. Dist.

Court for S. Dist. of Iowa, 482 U.S. 522, 555 n.11 (1987) (quoting Restatement § 6, cmt. d).

Specifically, the court should seek to “further harmonious relations between states and to

facilitate commercial intercourse between them.” P.V. ex rel. T.V. v. Camp Jaycee, 962 A.2d

453, 466 (N.J. 2008) (quoting Restatement § 6, cmt. d). This case implicates the interpretation of

global coexistence agreements that are currently being litigated in six jurisdictions around the

world. Two courts have already held that German law should govern the contract. Application

of German law would thus respect the interest of interstate comity and would foster certainty and

uniformity in the interpretation of the contract for the parties and the other tribunals around the

world which are currently adjudicating issues under the contract or will soon be asked to do so.

See Restatement § 6, cmt. d (1971) (“Adoption of the same choice-of-law rules by many states

will further the needs of the interstate and international systems and likewise the values of

certainty, predictability and uniformity of result.”).
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B. The Competing Interests Of New Jersey And Germany.

The second and third factors, which look to the competing interests of the relevant states,

are neutral. While New Jersey does have an interest in protecting the contractual rights of its

citizens, there is no reason why that interest would outweigh Germany’s interest in protecting the

contractual rights of its citizens. See Ghaffari v. Hern, No. CIV.A. 06-931FLW, 2009 WL

2147092, at *6 (D.N.J. July 15, 2009) (ruling that this factor is neutral as between New Jersey

statute of limitations and foreign statute of limitations because both serve the same purpose).

The case that US Merck cites where the court found that New Jersey’s interest in

protection of its domiciliaries outweighs a foreign jurisdiction’s is inapposite. CSR Ltd. v. Cigna

Corp., No. CIV.A. 95-2947(HAA), 2005 WL 3132188 (D.N.J. Nov. 21, 2005). That case

involved insurance coverage for asbestos contamination at a factory plant in New Jersey, and

thus New Jersey clearly had a strong interest in compensation for the personal injuries of many

New Jersey residents who were bystanders to the contract. Here, the only New Jersey

domiciliary potentially affected by application of German law is US Merck, a corporation which

purposefully entered into a contract in Germany with a German counterparty, and New Jersey

does not have any greater interest in protecting US Merck than Germany does in protecting its

corporations. See Fu v. Fu, 733 A.2d 1133, 1142 (N.J. 1999) (unlike in tort law, where the

competing interest of the states is weighted heavily, the “protection of the parties’ justified

expectations” is of “extreme importance” in contract law).

C. The Justified Expectations of the Parties And The Purpose Of Contract Law.

The fourth (the parties’ justified expectations) and fifth (the basic policies underlying the

particular field of law) factors are often combined in contract cases because “the basic policy

underlying the field of contracts is the protection of the justified expectations of the parties.”

Clark v. Prudential Ins. Co. of Am., No. CIV.08-6197 (DRD), 2009 WL 2959801, at *21 (D.N.J.
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Sept. 15, 2009) (quoting Restatement § 188, cmt. b); see also, Pfizer, Inc. v. Emp’rs Ins. of

Wausau, 712 A.2d 634, 639 (N.J. 1998) (“Because contract law is largely private law, we believe

[these considerations] can be combined into one factor.”).

For the reasons detailed above in Argument Section II.B.6, these factors favor application

of German law.

D. Certainty, Predictability And Uniformity Of Result.

Certainty, predictability and uniformity will be promoted only by application of German

law. Two other courts have already held that German law governs, and the application of New

Jersey law to the same contract would produce inconsistent – and perhaps even contradictory –

results. This would lead to confusion for both parties as to how to fulfill their contractual

obligations and could even result in circumstances where it would be impossible to abide by one

court’s decision without violating another’s.

US Merck’s suggestion that application of New Jersey law would “be consistent with the

parties’ prior dealings,” US Merck Mem. at 16, is baseless. Merck KGaA was never party to any

proceedings before the District Court in New Jersey, and the Court’s approval of the 1955

Agreement pertained solely to the contract’s implications under federal antitrust law. In no

instance has a dispute over a coexistence agreement between the parties been resolved under

U.S. law, let alone New Jersey law. To the contrary, the only prior dealings between the parties

involving breach of the contracts were in Europe, where both the UK and French courts found

that German law governed.

E. Ease In The Determination And Application Of The Law To Be Applied.

The final policy factor is neutral. It is always the case that forum law will be easier to

apply than foreign law. This does not mean, however, that forum law should always be applied,

as this factor would otherwise be meaningless. See Swift v. Pandey, No. CIV.A. 13-649 (JLL),
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2014 WL 1366436, at *9 (D.N.J. Apr. 7, 2014) (“[T]he application of New Jersey law would be

slightly easier than the application of Delaware law, but this factor, without more, is not

sufficient to outweigh the internal affairs doctrine.”); Camp Jaycee, 962 A.2d at 467 (“[W]here,

as here, the contacts and principles of the Second Restatement lead inexorably to the conclusion

that a particular state’s relationship to the parties and issues is predominant, judicial

administration considerations necessarily yield.”).

Here, in particular, many factors mitigate any inconvenience and burden on the court and

the parties. First, both parties are ably represented by international law firms (both with offices

in Germany) as well as by in-house lawyers in both Germany and the United States. Thus, both

parties are well-equipped to litigate German law issues ably and to retain knowledgeable expert

witnesses who can help elucidate relevant German law principles for the Court. Second, both

the UK and French courts have already decided that German law applies, and therefore the

parties have already been litigating German law issues as they relate to the contract for several

years. Both parties have already retained German law experts to proffer opinions about how

German law principles relate to disputed issues under the contract in the overseas proceedings; it

would not be burdensome for them to do so again here.

Finally, there is no reason why application of German law would be uniquely confusing

to a jury as opposed to New Jersey (or any other) law. See US Merck Mem. at 18. As the New

Jersey Supreme Court noted, “the application of [foreign] law to some aspects of the case, and

New Jersey law to others, need not unduly complicate the jury’s determination” since, “[a]ssisted

by seasoned counsel, the trial court will be in a position to incorporate the relevant law into a

charge that will guide the jury as it considers the elements of each claim . . . .” Ginsberg v.

Case 2:16-cv-00266-ES-MAH   Document 39   Filed 11/21/16   Page 26 of 29 PageID: 662



22

Mount Sinai Med. Ctr., Inc., No. 076288, 2016 WL 6276914 at *7 (N.J. Oct. 26, 2016) (per

curiam).

F. Balance Of Factors.

The balance of policy factors overwhelmingly favors the application of German law. The

only justifiable expectation of the parties is that the contract would be governed by German law.

Two competent courts have already ruled that German law must apply, and a ruling here that a

different law applies would prejudice the important interests of comity in the international

system and predictability and uniformity of results for the parties and the numerous courts

around the world adjudicating issues under the same contract.
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CONCLUSION

For the reasons above, the Court should find that German law governs the parties’

coexistence agreements.
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