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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF NEW JERSEY

DEMODULATION, INC., Civ. No. 2:11-cv-00296 (WJIM)

Plaintiff,
OPINION
V.

APPLIED DNA SCIENCES, INC., etal.,

Defendants.

WILLIAM J. MARTINI, U.S.D.J.:

Plaintiff Demodulation, Inc. (“Demod™brings this action against four
Defendants: (1) Corning Inc. (“Corning”); (2) Alfred Unigéy (the “University”); (3)
Alfred Technology Resources, Inc. (“ATRIland (4) Applied DNA Sciences, Inc.
(“Applied DNA"). All four Defendants have filed motions to dismiss. There was no oral
argument. Fed. R. Civ. P. 78(b). For tkasons set forth below, all four motions are
GRANTED in part, andDENIED in part.

l. BACKGROUND

The following facts are drawinom the Amended ComplaintPlaintiff Demod is
a technology start-up company with its gipal place of business in Westwood, New
Jersey. First Amended Complaint (“FAC”‘@&xmended Complaint”) 1, ECF No. 34.
Defendant Applied DNA is a competing techogy start-up company with its principal
place of business in Stony Brook, New YolH. | 3. Peter Brocklesby was the former
CEO of Applied DNA.Id. 1 41. He was replaced by Dr. James Haywéd{ 29.
Defendant Corning is a corgion with its principal placef business in Corning, New
York. 1d. 1 4. Defendant Univetg is a private university located in Alfred, New York.
Id. 5. Defendant ATRI is a non-pitgbint venture between Corning and the
University with its principal placef business in Alfred, New Yorkld. 1 6, 20-21.

! Plaintiff's 17-Count Amended Complaint is reomodel of focus or clarity, and many of the
allegations appear to be out of chronologaraler. The following summary represents the
Court’s best attempt tseummarize the allegations.
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Robert Ecklin was an Exetiue Vice President at Cornirgnd the President of ATRI.
Id. § 19.

ATRI and the University own and opégahe Ceramics Corridor Innovation
Center (the “CCIC"), a business incubattoat helps start-up companies develop and
market emerging ceramics-related technolodgy. 11 19-20. The CCIC was established
with the help of grants from the New York State governmént.The CCIC advertises
that companies “unddts care” can take advantagesefrvices, including “intellectual
property management,” “investor/strategartner linkages,

assistance,” and “technology commercializatiotd” § 20.

1 kg

international trade

Demod owned certain patents and othezllectual property related to an
amorphous glass-coated metal microwire.CFR9. Microwire is a high-tech hair-like
fiber with a unique signature that can be encoded and modified[{ 13-15.

Microwire is practically invisible, but theignal from a small strand of microwire can be
detected from several kilomeseaway, even if no poweosrce is connected to the
microwire. Id. The properties of the microwire aige based on changes in temperature
and pressure, and biologiaaid chemical conditiondd.  15. Demod’s patents

concern, among other things, several dpeniethods and systems for manufacturing

and engineering microwire, and detecting amading the signal produced by microwire
at both short and long distancdd. § 14. The U.S. Department of Energy conducted an
evaluation of Demod’s microwire techigly and concluded that it had myriad
applications for homeland security, nationdiethse, article tracking and authentication,
and the energy industryd.  15.

In 2003, Demod entered ingm agreement with the hersity to commercialize
its microwire. FAC  17. Pursuant to thigreement, the University was granted a one
percent (1%) royalty on all gross revenue recgpfrom the eventual sale of microwire
products, in exchange for thniversity’s efforts to obtaistate and federal funding for
the research and developmenttwé# microwire technologyld. At the time the parties
entered the agreement, expatishe University determined that the annual market for
microwire products was likely to be taeen $250,000,000 and $2,000,000,0@D.
18. As part of its agreement with Demdige University invitd Demod to become a
tenant of the CCIC. FAC { 19. Demod guteel this offer and moved into the CCIC in
2003.1d. T 21. Demod executeditten non-disclosure ageenents (“NDAs”) with the
University, ATRI, and Corningp protect its trade secrets relating to the microwiide.
22. Demod “revealed extensive teaskcrets to these defendantsl”

Demod alleges that the University, ATRRhd Corning failed to disclose various
conflicts of interest while Demod was aet@CIC. FAC § 23. Demod identifies four
conflicts specifically. First, Demod allegéhat Mr. Ecklin, the Corning and ATRI
executive, was on the Board of Directofgshe SUNY Research Foundation (the
“Foundation”) with Dr. Hayward, the CEof Demod’s competitor Applied DNAId.
44. Second, Demod alleges that Cornind &a undisclosed $3100,000 venture with
Elbit Systems, Ltd. (“Elbit”), a laye Israeli defense contractdd. 11 23, 24. Elbit's



subsidiary, Advanced Coding Systems (“&{, was producing “glass coated amorphous
magnetic MicroWires” in Israelld. § 23. Third, Corning allegedly paid $800,000,000
to acquire Intellisense, a compathat produced devices thaduld be used in wireless
sensors.ld. § 25. Fourth, Corning and the University allegedly formed the Center for
Excellence in Photonics (“Infotonics”), a lisss incubator like the CCIC, to develop
applications for remote micro-sensotd. at 26.

Demod alleges that Defendants intentlgndlackball[ed]” Demod in order to
protect their conflicting interests. FAC { 3Bemod identifies five specific examples.
First, Demod alleges that Corning provid&gplied DNA with propretary information
concerning the characteristics and specificetiof Demod’s microwe, and its methods
for encoding and detecting microwirtd. I 29. Second, Demod alleges that Mr. Ecklin
and Dr. Hayward used their positions at foeindation to ensuttbat grants from the
Foundation and “similar New York Statetiies” went to Applied DNA instead of
Demod. Id. 11 29, 44. Third, Demod allegesitiMr. Ecklin publicly made false
statements concernirigemod’s technology, telling various government officials that it
was “insignificant and not deseng of investment,” anthat Demod had stolen the
technology from Corningld. 1 30-33. Fourth, Demod alleges that, after it began
negotiations with a companylted In-Q-Tel, a Corning exetive who was on the Board
at In-Q-Tel directed In-Q-@l to deny Demod fundingd. § 36. Finally, Demod alleges
that it provided confidential information to the Empire State Development Corporation
(“ESDC”) to seek researchriding, but was not told thétte Chairman of the ESDC was
a shareholder of Applied DNAJ. { 37.

Demod alleges that, while it was beingrmed, Applied DNA was benefiting from
Defendants’ misconduct. Applied DNAcaved large amounts of funding from the
Foundation, and secured militacgntracts for its productdd.  39. Applied DNA also
formed a business relationship with ACS to acquire ACS’s microwire prottic§.40.

In response to a press release annourtbmgpint venture between Applied DNA and
ACS, Demod contacted Applied DNA’s then-CEO, Mr. Brocklesby. FAC 11 40-41.
Demod asked Mr. Brocklesiihow Applied DNA came inta@ontact with ACS.Id. Mr.
Brocklesby respondedahhe was “directed” to ACS Ban individual from New York.”
Id. T 41. Demod notified Mr. Brocklesbyaththe Applied DNA-ACS venture would
likely infringe Demod’s patentsld. 1 40-42. Mr. Brocklesby responded by telling
Demod that Applied DNA had termiret its relationship with ACSId. { 42. Shortly
thereafter, Mr. Brocklesby was replaced\dy Hayward, and Aplied DNA continued

its relationship with ACSId. § 44. In late 2006 or 200Applied DNA made a proposal
to the Far East Empire Group in whichglpd DNA represented that it produced “DNA
Embedded Amorphous Micro Wi security products.1d. § 43.

Demod’s tenancy at the CCIC svgerminated in 2008. FAC 91, 57(b). Demod
alleges that it suffered damages as a residedéndants’ misconduct, including the loss
of a lucrative contract witkamily Dollar and the loss dfie capital it used to pursue
funding and business relationshipd. 1 47-48. In addition, without any funding or
investment, Demod was unable to pay the feamaintain some of its patentkl. { 49.
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Il. LEGAL STANDARD

Federal Rule of Civil Procedure 12(b)(6ppides for the dismsal of a complaint,
in whole or in part, if the plaintiff fails tetate a claim upon which relief can be granted.
The moving party bears the burden of shgthat no claim has been statédedges v.
United States404 F.3d 744, 750 (3d Cir. 2005). daciding a motion to dismiss under
Rule 12(b)(6), a court must takél allegations in the compldias true and view them in
the light most favorable to the plaintifSee Warth v. Seldid22 U.S. 490, 501 (1975);
Trump Hotels & Casin®&esorts, Inc. v. Mirage Resorts Int40 F.3d 478483 (3d Cir.
1998).

Although a complaint@ed not contain detailed factwdlegations, “a plaintiff's
obligation to provide the ‘grounds’ of his ‘®itement to relief’ requires more than labels
and conclusions, and a formwagecitation of the elements of a cause of action will not
do.” Bell Atl. Corp. v. Twomb|y550 U.S. 544, 555 (2007). U%), the factual allegations
must be sufficient to raise a plaintiff's right telief above a speculagvevel, such that it
Is “plausible on its face.'See idat 570;see also Umland v. PLANCO Fin. Serv., Inc.
542 F.3d 59, 64 (3d Cir. 2008). A claim haacill plausibility wherhe plaintiff pleads
factual content that allows the court to drta@ reasonable inference that the defendant is
liable for the misconduct allegedAshcroft v. Igbgl129 S.Ct. 1937, 1949 (2009) (citing
Twombly 550 U.S. at 556). While “[t]he @lsibility standard is not akin to a
‘probability requirement’ . . . it asker more than a ster possibility.” Igbal, 129 S.Ct.
at 1949 (2009).

Pursuant to Federal Rule of Civil Peattire 9(b), a plaintiff alleging fraud must
state the circumstances of the alleged fraiild sufficient particularity to place the
defendant on notice of the “precisesaonduct with which [it is] chargedFrederico v.
Home Depqt507 F.3d 188200 (3d Cir. 2007jquotingLum v. Bank of Americ&861
F.3d 217, 223-224 (3@ir.2004)) (internal quotation marks omitted) satisfy this
standard, the plaintiff must plead or allébe date, time and placé the alleged fraud or
otherwise inject precision or some measafreubstantiation into a fraud allegatiolal.

. DISCUSSION

Demod asserts seventeen causestbn in its Amended Complaint:

(1) Count 1 — NJ Civil RICO (NJSAC:41-2(c)) against all Defendants;

(2) Count 2 — NJ RICO Conspiracy (NWWZC:41-2(d)) against all Defendants;
(3) Count 3 — Federal Civil RICO amst Corning and the University;

(4) Count 4 — State and Federal AntitrM#lations against all Defendants;
(5) Count 5 — Breach of Contract against the University;

(6) Count 6 — Piercing the Corporate Vaglainst the University and Corning;
(7) Count 7 — Breach of Contract against ATRI;



(8) Count 8 — Breach of Contract against Corning;

(9) Count 9 — Trade bel against Corning;

(10) Count 10 — Misapprojattion of Trade Secrets against all Defendants;
(11) Count 11 — Unfair Competition agatit@®orning, the University, and ATRI;
(12) Count 12 —NY General BusseLaw Violations against ATRI;

(13) Count 13 — Section 1988olations against ATRI;

(14) Count 14 — Patent Infringent against Applied DNA;

(15) Count 15 — Fraud against tdaiversity, Corning, and ATRI,

(16) Count 16 — Unjust Enrichmeagainst the University; and

(17) Count 17 — Breach ofdraciary Duty against ATRI.

Defendants have moved to dismiss ev@oynt except for Count 5 (Breach of
Contract against the UniversjtyThe University has alsogeested that the Court strike
the deposition transcript attached to Demdmtisf, along with the brief itself. The Court
will address the request to strike, amitl then address & Count in turn.

A. The University’s Request to Stike the Goldstein Deposition

Demod attached to its opposition brie3@page transcript for the “Deposition of
Alan Goldstein.” ECF No. 53. The University arguesahDemod took the Goldstein
deposition in violation of the Federal Rsil@nd that the Court should strike the
deposition and Demodlwrief as a sanction.

The Court finds that the Goldstein depasitivas taken in viotaon of the Federal
Rules. Demod took this deposition beforecdivery began, without notice to any of the
other parties, and without the presencarof attorneys for Defelants. This was a
violation of Federal Rules of Civil Proce@u80(b)(1) and 26(d)j1 In addition, Mr.
Goldstein was subject to a confidentialitgreement with thelniversity, and the
University had previously denied a requ&om Demod’s counsel for permission to
speak with him. As a sanction for thesela&tions, the Court will strike the Goldstein
deposition. The Court will not strike Demod’s opposition brief. However, the Court
cautions Plaintiff’'s counsel that any furtheohations of the Federal Rules will result in
the imposition of more serious sanctions.

B. Counts 1 and 2 — NJ Civil RICOCIaims against All Defendants

In Counts 1 and 2, Plaintiff asserts claifosviolations of the New Jersey Civil
RICO statute (N.J.S.A. 2C:41-2(c)) and thew Jersey Civil RICO conspiracy statute
(N.J.S.A. 2C:41-2(d)) agaihall Defendants. All fouDefendants have moved to
dismiss. The Court finds that the motiongltemiss Counts 1 and 2 should be granted.

New Jersey RICO, which is targeted‘doganized crime and organized crime type
activities,” N.J.S.A. § 2C:41-1, makes it unlawful for a@ne associated with an
enterprise engaged in or associated withmerce to participate ithe conduct of the
enterprise through a pattern of racketeerirtyiég. N.J.S.A. 8 2C:41-2(c). To establish

5



an entitlement to relief for a violation of N.RICO, a plaintiff must prove: 1) the

existence of an enterprise; 2) engaged in or conducting activities affecting commerce; 3)
in which the defendant was associated; 4) and engaged in the conduct of the enterprise’s
affairs; and 5) that defendant’s participation in the conduct of the enterprise was done
through a pattern of racketeering activiyord Motor Co. v. Bgewood Prop., IngNo.
06-1278, 2009 U.S. Dist. LEXI&172, at *38 (D.N.J. 2009). laddition, a plaintiff must
allege that it was injured asresult of the violationMaxim Sewerage Corp. v.

Monmouth Ridings273 N.J. Super. 84, 94 (Law.\Di1993); N.J.S.A. § 2C:41-4(c).

In this case, Plaintiff alleges that teexere two enterprises: (1) the “ADNAS
Enterprise,” which involvedll four Defendants; and (Z)e “CCIC Enterprise,” which
involved Corningthe University, and ATRIFAC { 52. Plaintiff deges that the goal of
the enterprise was to “uawfully capture and control emerging technologies like
Demod’s and the funding afhdse technologies for [Defendaiitown direct or indirect
benefit.” FAC § 56. Plaintiff allegesdahDefendants committed a total of eleven
predicate acts in furtherance of the patw@rracketeering activity, including economic
espionage (18 U.S.C. 8§ 183rnd mail and wire fraud (18 5.C. 88 1341, 1343, 1346).

Plaintiff has failed to state a claim ftJ. RICO because Plaintiff failed to
properly allege the existenoéan enterprise. In deteming whether a group has the
“high degree of planning, operation and coordation” necessary to constitute an
enterprise, courts look at many factors, uglthg how the group is structured, “how the
participants associated widach other, whether the partiaigs each performed discrete
roles in carrying out the scheme, the lesgblanning involvedhow decisions were
made, [and] the coordination involv& implementing decisions.State v. Ball141
N.J. 142, 162-63 (1995). In this case, Ri#fidid not even allege facts suggesting that
Defendants worked together as a group, etalhat the group had a structure or made
plans or coordinated any activities. e, Plaintiff asserts that there are two
enterprises, but does not explain what eamerprise did or how they are distiAct.

Accordingly, the motions to dismiss Counts 1 and 2ZGRANTED, and both
Counts ardISMISSED WITHOUT PREJUDICE 2

2 Further, many of the predicate acts listethienAmended Complaint are improperly pled. For
example, Plaintiff alleges that Defendavitslated 18 U.S.C. § 1831, an economic espionage
statute that punishes those whak trade secrets to a foreigovernment, but Plaintiff fails to
allege the involvement of any foreign government.

% Throughout the motions to dismiss, Defendants argue that Plaintiff's claims are time-barred by
the applicable statute of limitatis. For example, Defendants argjuat the N.J. RICO claims
are time-barred by New Jersey’s four-yearngeadf limitations. Unfortunately, the Amended
Complaint is a morass of disjogtt vignettes with no clear chroogly and very few dates, so the
Court is unable to make statute of iiations determinations at this tim&eeBethel v. Jendoco
Constr. Corp,.570 F.2d 1168, 1174 (3d Cir. 1978) (if a statftémitations “bar is not apparent
on the face of the complaint, thgmnmay not afford the basisifa dismissal of the complaint
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C. Count 3 — Federal Civil RICO Claim against Corning and the
University

In Count 3, Plaintiff asserts a clainrféederal Civil RICO under 18 U.S.C. §
1962(c) against Corning and the UniversiBoth Defendants move to dismiss. The
Court finds that the motions tosuniss Count 3 shddibe granted.

RICO makes it unlawful for “any pers@mployed by or assated with any
enterprise ... to participate ... in the conduct of sewterprise’s affairs through a pattern
of racketeering activity.” 18 U.S.C. 8§ 1962(in order to state a violation of Section
1962(c), a plaintiff must show Bn enterprise affecting itate commerce, 2) in which
the defendant was associat8fland in the conduct or affairs of which the defendant
participated, 4) through a patteof racketeering activitiedn re Ins. Brokerage Antitrust
Litig., 618 F.3d 300, 362 (3d Cir020). To establish a patteohracketeering, a plaintiff
must show that each defendant committeldadt two predicate acts of racketeering from
the list of acts set forth in 18 UG.8 1961. 18 U.S.C. § 1961(%);J. Inc. v.
Northwestern Bell Tel. Cp492 U.S. 229, 240 (1989). Plaintiff must also demonstrate
that it suffered harm as a proximaésult of the alleged RICO activity.

In this case, Plaintiff failed to state a otefor a Federal RICO violation. Plaintiff
alleges that Corning andetuniversity operated the CCIC as a RICO enterprise.
However, Plaintiff fails to allege any racketing activity. Plaintiff does not specify the
predicate acts upon which its Federal RICOrgla based, except to say that Defendants
committed wire fraud by listinglaintiff as a CCIC gradwe on the CCIC website.

Plaintiff fails to explain how listing it asgraduate constitutes wire fraud. Even if it
were wire fraud, it would onlgonstitute one predicate act. Further, Plaintiff fails to
explain how this website listingroximately caused it any injury.

Accordingly, the motionso dismiss Count 3 alRANTED, and Count 3 is
DISMISSED WITHOUT PREJUDICE .

D. Count 4 — State and Federal Antrust Violations against All
Defendants

In Count 4, Plaintiff assesta claim against all Defendarfor violations of Section
1 of the Sherman Act and NewrSey’s parallel antitrust stagJtN.J.S.A. 8§ 56:9-3. All
four Defendants have moved to dismi3$ie Court finds that the motions to dismiss
Count 4 should be granted for at least two reasons.

First, Plaintiff has failed to adequatedilege an agreement on the part of
Defendants to restrain interstat@mmerce. In order to ebtsh a Section 1 violation, a
plaintiff must establish the existence of an illegal agreement and a resulting injury to

under Rule 12(b)(6)”). Defendants may re-raisertsi@tute of limitations arguments later in the
litigation.



commerce.Seel5 U.S.C. § 1W. Penn Allegheny Hell Sys., Inc. v. UPM@27 F.3d
85, 99 (3d Cir. 2010). To pleadich an illegal agreementpkintiff may allege direct
evidence, circumstantial evidence, or anbanation thereofld. at 99. In this case,
Plaintiff fails to plead facts suggesting tlia¢ four Defendants had come to any sort of
agreement to restrain tradeboycott Plaintiff. Plaintf's allegations are therefore
insufficient to stat@n antitrust claim.See Burtch v. Milberg Factors, In662 F.3d 212,
225 (3d Cir. 2011).

Second, the Amended Complaint containsallegations concerning the relevant
market, an essential component of any antitrust cl&se Queen City Pizza, Inc. v.
Domino’s Pizza, In¢.124 F.3d 430, 436 (3d Cir. 1997Vhe boundaries of the relevant
product market are drawn by establishingesaSonable interchangeability of use or the
cross-elasticity of demand between gineduct itself and substitutes for itltl. at 436.
While the Amended Complain¢ferences microwire and states that Defendants are
Plaintiff's competitors, it doesot include any allegationsgarding the relevant market
size, geographical location, what would constitute interchgeable substitute products.
Thus, Plaintiff has failed to state a claim.

Accordingly, the motionso dismiss Count 4 alRANTED, and Count 4 is
DISMISSED WITHOUT PREJUDICE .

E. Count 6 — Piercing theCorporate Veil against the University and
Corning

In Count 6, Plaintiff assestthat the Court shouldgaice the corporate veil and
hold Corning and the University liable for ATRconduct. Corning and the University
move to dismiss. The Court finds that thetioras to dismiss Cour@ should be granted.

New York court$ typically decline to piercéhe corporate veil absent
extraordinary circumstanceSee Bridgestone/Firestone, Inc. v. Recovery Credit Servs.
Inc., 98 F.3d 13, 17 (2d Cir. 1996) (notingthNew York courts disregard corporate
form reluctantly”). To justify piercing the corporate veil, a plaintiff must show that 1) the
owner of the corporate entity dominated tiogporation such thahe corporation has
become a mere instrumentality of its owraerd 2) the owner usets domination of the
entity to commit a fraud or wrong against thaintiff which resulted in the plaintiff's
injury. Matter of Morris v. N.Y. State Dep’t of Taxation and F603 N.Y.S.2d 807,
810-11 (1993)Thrift Drug, Inc. v. Uniersal Prescription Adm’rs131 F.3d 95, 97 (2d
Cir. 1997). With regard to &first element of the test, New York courts consider a
number of factors to determine whether thguisite degree of domination is present,
including the absence of canfate formalities such as the election of directors;
intermingling funds; overlap in officerdjrectors, and personnel; common office space;

* Defendants assert that New Ydakv applies to this claim. &htiff does not dispute that New
York law applies. Thus, the Court will apply New York law.
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and the arm’s lengths dealings betwéssmowner and the corporate entitym.
Passalacqua Builders v. Resnick Develop8838 F.2d 131, 139 (2d Cir. 1991).

In this case, the allegations in the Amded Complaint are infiicient to satisfy
the domination prong of the veil piercing tegYith the exception of a single allegation
that “Employees of both @oing and [the University] saultaneously served as the
management of ATRI,” FAC 1 98, Plaintdbes not allege any facts to establish the
absence of corporate formalitiestbe existence of any of the otifeassalacqudactors.
That one allegation, without more, cannot support a claim for piercing the corporate veil.
See In re Currency Conversion Fee Antitrust LitR§5 F. Supp. 2d 385, at 426-27
(S.D.N.Y. 2003)Goldman v. Chapmar44 N.Y.S.2d 126, 127-28 (2d Dep’t 2007).

Accordingly, the motionso dismiss Count 6 alRANTED, and Count 6 is
DISMISSED WITHOUT PREJUDICE .

F. Count 7 — Breach of Catract against ATRI

In Count 7, Plaintiff assesta claim for breach of contract against ATRI. ATRI
moves to dismiss. The Court finds that thetion to dismiss Count 7 should be granted.

Under New YorR law, a complaint for breach obntract must allege: “(1) the
existence of an agreement) lequate performance of tbentract by the plaintiff, (3)
breach of contract by the defendant, and (4) damadissco Corp. v. Segudl F.3d
337, 348 (2d Cir. 1996). A “court cannot enfoeceontract unless it is able to determine
what in fact the parties haagreed to... If an agreementnist reasonably certain in its
material terms, there can be legally enforceable contract166 Mamaroneck Ave.
Corp. v. 151 East Post Road Cqrp71 N.Y.S.2d 686, 687 (1991).

In this case, Plaintiff fails to allege theost basic of the four requirements: the
existence of an agreement. The Amen@edhplaint does not identify any contract
between the parties: not a lease, or a patiigegreement, or even an oral contract.
Instead, the Amended Complaint simply quotes various @G@i@rtising materials, and
then states that the advertised services were not provided to PlsefAC 11 20-21.
The Amended Complaint alsail&ato identify when thelkeged agreement was entered
into, what the terms of the agreement were, how thagagreement was last, and what
consideration was provided by each pafaintiff has therefore failed to state a claim

> Plaintiff attaches advertising and finanalalcuments to its opposition brief, and makes new
allegations regarding the overlap in the ergitedfficers and direct@. However, these
allegations were not included in the Amendednptaint, and these documents are not properly
considered on a motion to dismids.re Burlington Coat Factory Sec. Litigl14 F.3d 1410,
1426 (3d Cir. 1997) (A distriatourt ruling on a motion to digss may not consider matters
extraneous to the pleadings).

® Plaintiff concedes that New York laypplies to Count 7. Pl.’s Opp Br. at 26.
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for breach of contractSeeChrysler Capital Corpy. Hilltop Egg Farms In¢.514
N.Y.S.2d 1002, 1003 (3d Dept. 1987).

Accordingly, the motion to dismiss Count ZRANTED, and Count 7 is
DISMISSED WITHOUT PREJUDICE .

G. Count 8 — Breach of Catract against Corning

In Count 8, Plaintiff assesta claim for breach of atract against Corning.
Corning moves to dismiss. The Court findattthe motion to dismssCount 8 should be
denied.

To plead a breach of contract claim under New Jétaey a plaintiff must allege
that (1) there was a contract; (2) that cact was breached; (3) the breach resulted in
damages; and (4) the person suing for brggeformed his own contractual dutieSee
Cotter v. Newark Housing Autii22 Fed. App’x. 95, 98 (BCir. 2011). In this case,
Plaintiff alleges that it entedento an NDA withCorning, Corning breached the NDA by
sharing Plaintiff's confidential informatiowith other entities (including Applied DNA),
and Plaintiff was damaged when its tragerets were leaked to a competitSeeFAC
1 109-115. Thus, Plaintiff has stated a breach of contract claim against Corning.

Corning argues that Plaintiff's claim isrbad by New Jersey’s six-year statute of
limitations for breach of contract actiond.J.S.A. 8 2A:14-1. In support of its
argument, Corning attached a series of damisto its motion, including a January 9,
2005 letter from Plaintiff t&Corning, raising concernsahCorning had breached the
NDA. However, it is well-settled that if a stié of limitations “bar is not apparent on
the face of the complaint, then it may not affthe basis for a disssal of the complaint
under Rule 12(b)(6)."Bethel v. JendocGonstr. Corp.570 F.2d 1168, 1174 (3d Cir.
1978);see alsdDshiver v. Levin, Fishbein, Sedran & Berm&@8 F.3d 1380, 1384 n. 1
(3d Cir. 1994) (“Fed.R.Civ.P. 8] indicates that a statute lohitations defense cannot be
used in the context of a Rul2(b)(6) motion to dismiss[; the only] exception is [if] the
complaint facially shows noncompliance witte limitations period”); 5A Wright and
Miller, Federal Practice and Pratee: Civil 2d, 8 1357. Conng’s statute of limitations
argument is based entirely on documents theanhat properly consated on a motion to
dismiss.

Accordingly, the motion to dismiss Count @3ENIED.

" The parties agree that New Jersey law gavéis claim because the NDA between Plaintiff
and Corning includes a New Jeyschoice of law provision.

8 It is unclear if Plaintiff is alleging the &ach of an additional contract with Corningompare
FAC 1 109 (“Demod entered oneraore contracts with CorningWith FAC 1 110-112 (stating
that Corning “breached the contract”). If Plaiing alleging the breach of a contract other than
the NDA, that claim is dismissed withougjurdice for failure to identify the contract.
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H. Count 9 — Trade Libel against Corning

In Count 9, Plaintiff asserts a clainrfivade libel againg€orning. Corning
moves to dismiss. The Court finds that thetion to dismiss Count 9 should be granted.

To state a claim for ade libel under New Yorkaw, a plaintiff must allege that
the defendant: 1) published an oral defeonastatement conceing the quality of
another’s goods; 2) to a thirdnbg 3) with malice; 4) redting in special damages to the
plaintiff. Alt. Electrodes, LLC v. Empi, In&97 F. Supp. 2d 22 336-37 (E.D.N.Y.
2009). “[S]pecial damages must be fudliyd accurately stadl, with sufficient
particularity to identify actual lossesMaplinfo Corp. v. Spatial Re-Engineering
ConsultantsNo. 02-1008, 2006 WL 2811816,*413 (N.D.N.Y Sept. 28, 2006)see also
Alt. Electrodes597 F. Supp. 2d at 337-38 (disniggtrade libel claim because plaintiff
failed to itemize special damages).

In this case, Plaintiff fails to stateckim for trade libel. In Count 9 of the
Amended Complaint, Plaintiff ates that its libel claim isased on “statements described
above,” made by Corning representatives. FAC  117-121. However, the only
“statement[] described above” that maligned the quality ohifs$ goods is a
comment, allegedly made by Mr. Ecklin, that Plaintiff's technology was “insignificant
and not deserving of uestment.” FAC | 30. Plaintiffils to tie this comment to any
actual loss. In addition, Plaintiff does noeeavattempt to itemize its special damages.

Accordingly, the motion to dismiss Count QKRANTED, and Count 9 is
DISMISSED WITHOUT PREJUDICE .

I. Count 10 — Misappropriation of Trade Secrets against all Defendants

In Count 10, Plaintiff assts a claim for misappropriain of trade secrets against
all Defendants. All four Defendants move to dismiss. The Court finds that Corning, the
University, and ATRI's motions to dismi§€ount 10 should bdenied, and Applied
DNA'’s motion should be granted.

The Court must first determine whetheniN¥ork or New Jersey law applies to
the misappropriation claim. The parties raitteglchoice of law issue, but did not brief
the issue or take a position on which swtaiv applies. Under the first stephdw
Jersey’s two-step “most significant relatibns' test, the Court finds that an actual
conflict exists between NeWork and New Jersey lawSeeP.V. v. Camp Jayce&97
N.J. 132, 142-43 (2008). A Melersey plaintiff must allegax factors to state a claim
for misappropriation, while a New YogKaintiff need only allege twoCompare
Rycoline Prod., Inc. v. WalsB34 N.J. Super. 62,1 (App. Div. 2000with Novus
Partners, Inc. v. Vainchenke®38 N.Y.S.2d 228 (Sup. Ct. W.2011). Under the second

® Corning asserts that New York law applies fie taim. Plaintiff does not dispute that New
York law applies. Thus, the Court will apply New York law.
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step, the Court finds # New York has thenost significant relationship to the claim.
The Defendants and the CCIC are all lodateNew York, and all of the alleged
misappropriation took place Mew York. Thus, the Cotiwill apply New York law.

Under New York law, a plaintiff mustlage that the defendant (1) came into
possession of a trade secret of plaintiff's, é2)dused that trade secret in breach of an
agreement, confidence, ortgwr as a result of discewy by improper meand\Novus
Partners 938 N.Y.S.2d at 228. Plaintiff alleg¢éhat it entered NDAs with Corning, the
University, and ATRI, and thedisclosed trade secretsttmse Defendants regarding the
methods and systems for manufactgrand engineering microwiré&seeFAC 11 14, 22-
23. Plaintiff alleges that the Defendants tlised Plaintiff's tradesecrets to Plaintiff’s
competitors, in breachf the NDAs. See, e.gFAC  29. Thus, Plaintiff stated a claim
for misappropriation against Corning, the Unaisr, and ATRI. Plainff fails to state a
claim against Applied DNA, as Plaintiff doaet allege the existence of an NDA, or a
confidence or duty that Afipd DNA owed to Plaintiff.

Accordingly, Corning, th&niversity, and ATRI's mobtins to dismiss Count 10
areDENIED. Applied DNA's motion iSSRANTED, and Count 10 iBISMISSED
WITHOUT PREJUDICE with respect to Applied DNA.

J. Count 11 — Unfair Competition aganst Corning, the University, and
ATRI

In Count 11, Plaintiff aserts a claim for unfair competition and tortious
interference with prospective business reladiagainst Corning, the University, and
ATRI. Defendants move to dismiss thigioh. The Court finds that the motion to
dismiss Count 11 should be denied.

Under New Jersé¥ law, to state a claim of todiis interference with prospective
economic advantage, a plaintiff must allelyat: (1) the plaintiff has a reasonable
expectation of economic advantage; (2) therference or harm was done intentionally
and with “malice”; (3) the iterference caused the alleged loss of prospective economic
gain; and (4) the injy caused damageg®rinting Mart—Morristown v. Sharp Elecs.
Corp, 563 A.2d 31, 37 (N.J. 1989In this case, Plaintiff alleges that (1) it had
reasonable expectations that it would be &bleell its microwire products to a large
market; (2) Defendants inteonally interfered by blockig Plaintiff's attempts to
develop relationships with pential clients and investorg3) the interference caused
Plaintiff to lose these opportunities, af@) the loss of thesepportunities caused
Plaintiff damages, including numerous oupotket costs and the loss of some of its
patents. Defendants argue that this claim dafgis Plaintiff's breach of contract claims,
but that is not the case. Tbentract claims allege thBefendants disclosed Plaintiff's

19 Defendants cite to the law biew Jersey, and Plaintiff does riake a position on choice of
law. Thus, for the purposes of this nootj the Court will apply New Jersey law.
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trade secrets, while the tortious interferealeem alleges that Defelants interfered with
Plaintiff's prospectivébusiness opportunities.

Accordingly, the motionso dismiss Count 11 ai2ENIED.
K. Count 12 — NY General Busineskaw Violations against ATRI

In Count 12, Plaintiff assexta claim for violations of New York General Business
Law 88 349 and 350 against ATRI. ATRI meve dismiss. The Court finds that the
motion to dismiss Courit2 should be granted.

To make out a prima facie case undecti®a 349, a plaintiff must demonstrate
that: 1) the defendant’s dguiese acts were directed at consumers, 2) the acts are
misleading in a material way, and 3) thlaintiff has been injured as a resuiee
Oswego Laborers’ Local 214 PeasiFund v. Marine Midland Bani85 N.Y.2d 20, 25
(1995). “Private contract disputes, uniquéhte parties . . . wodlnot fall within the
ambit of the statute.’ld. The same standards are applied to SectionS&® Galerie
Furstenberg v. Coffar697 F. Supp. 1282, 1291-920AN.Y.1988) (denying recovery
under Section 350 where plaffitivas not an injured consumand did not allege injury
to public at large).

In this case, Plaintiff alleges that ATRIdaly listed Plaintiff as a graduate of the
CCIC and failed to provide Plaintiff witthe business incubation services that it
advertised. Thus, ATRI's deceptive acts wereaed at Plaintiff, and not at any set of
consumers.SeeMaurizio v. Goldsmith230 F.3d 518, 522 (2d Cir. 2000) (dismissing
claim because “dispute [was] flgicharacterized as private”Further, Plaintiff fails to
specify what, if any, harm it sustainad a result of these alleged violations.

Accordingly, the motion to dismiss Count 1Z3RANTED, and Count 12 is
DISMISSED WITHOUT PREJUDICE .

L. Count 13 — Section 1983 VMlations against ATRI

In Count 13, Plaintiff assexta claim for violations of 42 U.S.C. § 1983 against
ATRI. ATRI moves to dismiss. The Cadinds that the motion to dismiss Count 13
should be granted.

Section 1983 allows an inddaal to bring suit against persons who, under color of
state law, have caused him to be “deptieé any rights, privileges, or immunities
secured by the Constitution alaavs” of the United Stated.ugar v. Edmondson Oil Co.,
Inc., et al, 457 U.S. 922 (1982); 42 U.S.C. § 1988 here the defendant is a private
entity, “the plaintiff must show that theresach a close nexus between the State and the
challenged action that seemingly private bebtiamay be fairly treated as that of the
State itself.” Tancredi v. Metro. Life Ins. Co316 F.3d 308, 31(2d Cir. 2003)see also
West v. AtkinsA87 U.S. 42, 49 (1988). Plaintdfgues that ATRI was acting under color
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of state law because ATRI received furglirom the State of New York. However,
accepting government grants does not rendengty a “state actor” under Section 1983.
Rendell-Baker v. Koh@57 U.S. 830 (1982). In factp reasonable interpretation of the
facts of this case could support a showing &ERI’s actions were “fairly attributable”

to the state Blum v. Yaretsky457 U.S. 991, 1004 (1982).

Accordingly, the motion to dismiss Count 133RANTED, and Count 13 is
DISMISSED WITH PREJUDICE .

M. Count 14 — Patent Infringanent against Applied DNA

In Count 14, Plaintiff assts a claim against Applied DNA for direct infringement
of Plaintiff's patents. Apled DNA moves to dismiss. EhCourt finds that the motion
to dismiss Count 14 should be denied.

The Federal Circuit has held that aiptiff can state a claim for direct
infringement by pleading the factors set fartlFederal Rule o€ivil Procedure Form
18, namely: “(1) an allegation of jurisdioti; (2) a statement that plaintiff owns the
patent; (3) a statement that defendant has been infringing the patent by ‘making, selling,
and using [the device] embodyitfte patent’; (4) a statement that the plaintiff has given
the defendant notice of its infringemeaiid (5) a demand for an injunction and
damages.”"McZeal v. Sprint Nextel Corb01 F.3d 1354, 1357 (Fe@ir. 2007). In this
case, the Amended Complaint alleges thatt{@ Court has jurisdiction; (2) Plaintiff
owns or owned 13 microwireelated patents; (3) Applied DNA infringed those patents
by making, selling, and using “DNA Embeaitl Amorphous Micro Wire security
products” (FAC { 43); (4) Plaintiff gav&pplied DNA written ndice of infringement;
and (5) Plaintiff is entitled to damages. uBhPlaintiff has properly stated a claim for
direct infringement.

Accordingly, the motion to dismiss Count 14DENIED.
N. Count 15 — Fraud against the Uiversity, Corning, and ATRI

In Count 15, Plaintiff assesta claim for fraud againsteéiUniversity, Corning, and
ATRI. Defendants move to dismiss. Theu@tdinds that the motion to dismiss Count 15
should be granted.

Under New Jerséylaw, a plaintiff claiming fraud must allege that a defendant 1)
misrepresented a fact; 2) frauently; 3) intending to causesdtplaintiff to rely thereon;
4) inducing such reliance; a® to plaintiff's injury. Averbach v. Rival Mfg. Cp809 F.
2d 1016, 1019 (3d Cir. 1987). @#aintiff must allege fraud witlprecision. Fed. R. Civ.
P. 9(b). In Count 15, Plaintiff allegésat “defendants knowingly made material
misrepresentations or omissions of fabijt Plaintiff does not identify any of these

1 The parties agree that New Jardaw applies to this claim.
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statements or omissions. FAC { 146. Iropposition brief, Plaintiff directs the Court to
a few scattered allegations elsewhere mAmended Complaint, but these allegations
are far too imprecise to survive Rule 9(Br example, Plaintiff alleges that “Corning,
[the University,] and ATRI created the falsnpression that they were operating the
CCIC as a legitimate business incubator,"Gf57(a), but Plaintiff does not specify
what was said, who said it, whérwas said, where it was sagtc. Thus, Plaintiff failed
to state a claim for fraud.

Accordingly, the motion to dismiss Count 153RANTED, and Count 15 is
DISMISSED WITHOUT PREJUDICE .

O. Count 16 — Unjust Enrichmentagainst the University

In Count 16, Plaintiff assexta claim for unjust enrichmeagainst the University.
The University moves to dismiss this claiffihe Court finds thathe motion to dismiss
Count 16 should be granted. A “[p]laiiitmay not bring an unjust enrichment claim
while also pleading the existence of a contraéuil. Rubber & Metal Hose Co., Inc. v.
Strahman Valves, IncdNo. 11-1279, 2011 WL 302224B.N.J. July 22, 2011) (quoting
Oswell v. Morgan Stanley Dean Witter & Co., Ido. 06-5814, 200WL 1756027, at
*9 (D.N.J. June 18, 2007)). In Count 5, Rt#f asserts a breach of contract claim
against the University. Thus, Plaintiffroeot state a claim for unjust enrichment.
Accordingly, the motion to dismiss Count 163RANTED, and Count 16 is
DISMISSED WITH PREJUDICE .

P. Count 17 — Breach of Fiduary Duty against ATRI

In Count 17, Plaintiff assts a claim for breach ofduciary duty against ATRI.
ATRI moves to dismiss. The Court findstithe motion to disres Count 17 should be
granted. A fiduciary is bounoly a standard of utmost good faith, fairness and loyalty.
See Newburger, Loeb & Co. v. GrpS63 F.2d 1057, 1078 (2drCL977). To state a
claim for breach of fiduciary duty, a plaifi must show that there is a “special
relationship” between the parties thateasg rise to this heightened dutyitton Indus.,
Inc. v. Lehman Brs. Kuhn Loeb In¢767 F. Supp. 1220231 (S.D.NY. 1991),rev'd on
other grounds967 F.2d 742 (2d Cir. 1992In this case, Plaintiff has failed to allege
anything more than a business relationsRigintiff alleges that ATRI advertised its
business incubation services, and Plaintiff $dug take advantage of those services.
Offering business services does not give tasa heightened duty. Accordingly, the
motion to dismss Count 17 iISRANTED, and Count 17 iBISMISSED WITHOUT
PREJUDICE.

IV.  CONCLUSION

For the reasons stated abovefdddants’ motions to dismiss a&E8RANTED in
part, andDENIED in part Counts 13 and 16 are dismissed with prejudice. Counts 1, 2,
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3,4,6,7,9, 10 (against Applied DNA),, 115, and 17 are dismissed without prejudice.
Counts 5, 8, 10 (against Corning, the Wmaity, and ATRI), 11, ath14 will proceed.
Plaintiff will be permitted to file a Seool Amended Complaint. However, Plaintiff
should be mindful that having one well-pliea claim is better than having one hundred
poorly-pleaded claims, and that failureplead viable claims in the Second Amended
Complaint will likely result in dismissal with prejudiceAn appropriate order follows.

/s/ William J. Martini
WILLIAM J. MARTINI, U.S.D.J.

Date: December 12, 2012
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