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In this case, we are called upon to respond to two questions
certified to this Court by the United States Court of Appeals for
the Fourth Crcuit pursuant to Maryland Code (1973, 1995 Repl
Vol.), 8 12-601 et seq. of the Courts & Judicial Proceedings
Article, and Maryland Rule 8-305. | nvol ved are a franchise
agreenent executed between Quality Courts Mtels, Inc. and David
Goodwi n, Charles Boone, and Robert Hall, and an assunption
agreenment executed between Quality Inns International, Inc. and the
partnership knowmn as Goodwi n & Boone. The court asks:

"I. et her a franchi se agr eement
containing a recital directly above the
parties' signatures evidencing the parties'
intent that the contract be under seal, but
that does not actually contain a seal, is
nonet hel ess a contract under seal for purposes
of Maryland's 12-year statute of l|imtations
for contracts under seal, MI. Code Cts. & Jud.
Proc. 8§ 5-102(a)(5) (1995 Repl. Vol.).

1. Aternatively, whet her a later
assunption agreenment, that is indisputably
under seal, and pursuant to which the
partnership Goodwi n & Boone expressly assuned
the obligations of the individual parties to
the original franchise agreenent, is the
docunent " sued upon' such that the running of
the statute of limtations is determned with
reference to that seal ed docunent."”

We shall set forth the relevant facts prior to responding to these

gquesti ons.

l.
In March of 1972, Quality Courts Mtels, Inc. entered into a

franchi se agreenent (hereinafter "Franchise Agreenent"”) with David
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Goodwi n, Robert Hall, and Charles Boone for the operation of a
Quality Motel in Menphis, Tennessee. The gentlenen were individual
signatories to the executed contract. The Franchi se Agreenent set
forth the parties' rights and obligations thereunder and included
the follow ng recital above the signature bl ocks:
"IN WTNESS WHERECF, the parties have
hereunto set their hands and seals as of the
day and year first above witten."

Not ably, no seals were affixed near the signatures or el sewhere on
t he docunent. Thereafter, in July of 1985, ownership in the hotel
was transferred to Goodwi n & Boone (hereinafter "G& "), a general
partnership fornmed by two of the individual parties to the
Franchi se Agreenent, David Goodwi n and Charles Boone. As a result,
&8B executed an assunption agreenent (hereinafter "Assunption
Agreenent”) with Quality Inns International, Inc.,! substituting
itself as franchisee. Under its terns, G& "assune[d] the
obligations of the Franchisee[s] contained in the Franchise
Agreenment . . . ." It is undisputed that this docunent was
execut ed under seal

I n August of 1988, G&B breached the Franchi se Agreenent by
ceasing to pay franchise fees and by | easing the hotel in Cctober
of 1988 to Tri-Mark Southeast Hotel Conpany w thout Choice's

consent. Thereafter, in January of 1989, Choice notified G&B that

! Quality Inns International, Inc. is the successor in interest to Quality
Courts Motels, Inc. It is currently known as Choice Hotels International, Inc.
For purposes of this opinion, we shall hereinafter refer to Choice Hotels as the
franchi sor under both agreenents.
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it was in material breach of the Franchi se Agreenent and term nated
their relationship. Choice then brought suit against G&B in the
United States District Court for the D strict of Maryland for
breach of contract and trademark violations,? on April 3, 1989.
During the pendency of the action, the parties entered into
settl ement negotiations. An agreenent in principle was reached and
Choice notified the district court thereof. The court then issued
an order dismssing the action without prejudice and with the right
to reopen within thirty days. Thereafter, draft agreenents were
circul ated but G&B did not execute them Because nore than thirty
days had passed, the April, 1989 conplaint could not be reopened
and Choice was forced to file a new suit, which it did on Decenber
20, 1991. &B noved to dismss the new action, asserting that the
cause was tine barred. The district court granted the notion

hol di ng that the previous dism ssal served to bar the subsequent
cause of action under res judicata principles. On appeal, the
United States Court of Appeals for the Fourth Crcuit reversed,
Choice Hotels Int'l, Inc. v. Goodwin & Boone, 11 F.3d 469 (4th Gr.
1993), whereupon G8&B filed an Answer, again asserting, inter alia,
the three-year statute of limtations as a defense. Holding that

limtations did not bar the action because the Assunption Agreenent

2 Under the Franchise Agreement, G&B could continue using the "Quality Inn"
nane for only thirty days after term nation of the contract. G&B continued to
operate the facility for seventy days thereafter. G& was, therefore, liable for
trademark infringenent for the additional forty days. Under the terns of the
Franchi se Agreenent, this entitled Choice to |Iiquidated danmages, in the anmount of
$100 a day for each day the trademark was viol ated, attorneys fees, and costs.
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was under seal and the Franchi se Agreenent was nerged into it, the
district court granted Choice's Mtion for Summary Judgnent and
entered judgnent against G&B in the anount of $195,228.92,
representing unpaid fees and charges, interest, lost profits, and
| i qui dat ed danmages on Choice's trademark claim Both parties noted
appeals to the Fourth Grcuit. Follow ng oral argunment, that court

certified the two aforenentioned questions to this Court.

.

If the sealed Assunption Agreenent governs the limtations
period, it is irrelevant whether the Franchi se Agreenent is under
seal . Thus, we shall initially address the second question
presented to us by the United States Court of Appeals for the
Fourth Grcuit.

G&B maintains that the Franchise Agreenent is the agreenent
upon whi ch Choi ce brought suit, thereby controlling the statute of
limtations determ nation. It contends that dispositive of this
issue is the | anguage Choice utilized in pleading its Conpl aint —
"that G&B . . . breached the Franchise Agreenent . . . ." (Enphasis
added). Because that agreenment is not under seal, G&B conti nues,
Ml. Code (1973, 1984 Repl. Vol., 1988 Cum Supp.), 8 5-101 of the
Courts & Judicial Proceedings Article (hereinafter "CJ"), applies
thereto and, because suit was not filed within three years of the

time of its August 1988 breach, Choice is precluded from
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mai ntaining this cause of action.® G&B adds that there is nothing
provided in the Assunption Agreenent relative to ternms and
conditions with which it nust conply; they are all contained within
t he unseal ed Franchi se Agreenent. Sinply, it asserts, there is no
authority to support Choice's position that the Assunption
Agreenment can, and does, convert the Franchise Agreenent into a
contract under seal

&&B's argunent closely mrrors our decision in Frank v.
Basel aar, 189 Md. 371, 56 A 2d 43 (1947), in which we were asked to
determne the proper statute of limtations in a contract action in
which two sets of agreenments were at issue. On Decenber 23, 1940,
| van Frank and Henry Basel aar entered into a contract for the sale
of stock. An initial paynent therefor was made at execution
further paynents were to be nade in installnents, "the schedul e of
which . . . [was to] be set out in detail in the assignnent of the
capital stock to be executed on the 28th day of Decenber 1940."
ld. at 373, 56 A 2d at 44. Seventy-one prom ssory notes nade
payable to Frank were executed on the 28th. Significantly, none
were under seal and none provided for the paynent of interest.
These notes were the only further evidence of the parties
agreenent; no schedul e of paynents, as called for under the initial

contract, was outlined. Wen Baselaar failed to pay under the

8 That statute provided that "[a] civil action at |aw shall be filed within
three years fromthe date it accrues unl ess another provision of the Code
provides a different period of tinme within which an action shall be conmmenced. "
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notes, Frank brought suit for danmages. Basel aar pl eaded the
statute of limtations as a Iimt upon Frank's ability to bring
suit. Judgnent was | ater entered agai nst Frank.

On appeal, we observed that "[t] here was no agreenent because
there was no tinme of paynent specified" therefor in the initia
contract. ld. at 375, 56 A 2d at 45. Despite the failure to
conplete a schedule for paynent, delivery of the stocks and

concomtant delivery of the prom ssory notes was held to have

superseded the wunconpleted agreenent. The prom ssory notes,
however, were "the real agreenent" between the parties. e
expl ai ned:

"[Bl]y acceptance of the notes, from the
pl eadi ngs, [Frank] | ooked to those notes for
paynment. The suit [was] obviously not on the
original contract because there [was] nothing
provided therein for dates and nmanner of
payment. The certain obligation on the part
of the defendant to pay [was] the notes. From
the pleadings the notes <could not be
considered the “schedule' nentioned in the
agreenent of sale. The notes [were] separate
obligations. . . . [T]here [was] no interna

reference in the notes to the agreenment of
sale, nor [was] there any internal reference
in the agreenent of sale to the notes.”

ld. at 375-76, 56 A.2d at 45. W then held that Frank had brought
suit upon the notes, the cause of action properly being thereon,
and, therefore, was barred fromsuit for having failed to bring it
within three years of the respective due dates of the various
notes, the applicable statute of limtations being three years for

unseal ed docunents.
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G8B naintains that, just as Baselaar's obligation arose solely
fromthe notes, its obligation arises fromthe unseal ed Franchise
Agreenment, wupon which Choice is precluded from bringing suit.*
Choi ce asserts that "the real agreenment” in the instant case is
solely the Franchise Agreenent. &&B's argunent, it states, "m sses
the essential point that while the Franchise Agreenent is a real
agreenent' and contains various ternms of the relationship . . . |
it does so only as nodified by the Assunption Agreenent into which
it has nmerged and of which it is a part." The crux of the matter,
therefore, is whether the sealed Assunption Agreenent provides
Choice with a twelve-year statute of limtations within which it
may bring suit against G& for its breach of contract.

The Assunption Agreenent provided that G&B "desire[d] to
assunme the obligations of Licensee contained in the Franchise
Agreenent," and that Choice was "willing to consent to such
assunption by [GB] on the terns and conditions of th[e] Assunption
Agreenent." The Franchi se Agreenent was thereby incorporated by
reference into the Assunption Agreenent; it was a part thereof, as

if it were fully set forth therein. Weaton Triangle Lines, Inc.

4 W note with interest G&'s statenment that it is not even a party to the
Franchi se Agreenent, and that the Assunption Agreenent nerely served to change
t he obligor under that agreenent. The fact that, nominally, the parties to the
two contracts are not the sane is not dispositive. Choice and G&B are both
successors in interest to the parties to the original Franchi se Agreenent.
Interestingly, if G& were correct in its assertion, under what authority would
it admt that it violated Choice's tradenmark and failed to pay franchise fees
and, nore inportantly, receive profits? No response is necessary, however; a
contract nmay be discharged by a change in the parties thereto, as by the
substitution of a new party in the place of the original parties by agreenent of
all, although the terns otherwise remain the sane. WIllians v. Maryland d ass
Corp., 134 Md. 320, 327, 106 A. 755, 757 (1919).
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v. Rinaldi, 236 Ml. 525, 531, 204 A 2d 537, 540 (1964); Ray V.
Eurice, 201 Md. 115, 128, 93 A 2d 272, 279 (1952). Unlike Frank v.
Basel aar, where the prom ssory notes evidenced the obligation upon
whi ch Frank brought suit, in the instant case, both parties' rights
and obligations can only be fully determ ned by reference to both
docunents. The agreenents nust be read together. Thus, the seal ed
Assunption Agreenent is a conplete answer to the federal court's
inquiry: Choice has twelve years from the August 1988 breach

within which it may bring suit against G&B. See CJ 8§ 5-102(a)(5).

[T,

Havi ng concl uded that the seal ed Assunption Agreenent is the
rel evant docunment for statute of limtations purposes, we need not
determine if the Franchi se Agreenent is under seal

CERTI FI FED QUESTI ONS ANSWERED AS

HEREIN SET FORTH: COSTS TO BE PAID
BY APPELLANT, GOODW N AND BOONE




