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JOHN GLEESON, United States District Judge:

Plaintiff Peachesand Cream LLC (P&C”) brings this action against defendants
Robert W. Baird & Co. Incorporated d/b/a “Baird Capital,” “Baird Capitatrigas” and Baird
Private Equity”(collectively, “Baird”), NAC Marketing Company, Inc. and NAC Markefin
Company, LLC (ollectively, “NAC”), and Jonathan Flicker (“Flicker”), individually and
collectively. Plaintiffallegesthatthedefendants breach@dnarketing and distribution
agreementvith P&C. P&C filed suit on November 11, 2014 seeking specific performance of the
agreement P&C bringsits claimpursuant to 28 U.S.C. § 1338(a) asserting thatighkt to
relief necessarily depends on resolution of a substantial question of federdll@at” See
Compl. 1 12.Defendard move to dismiss pursuant to Fed. R. Civ. P. 12(b)(1) for lack of subject
matter jurisdictionor in the alternative, under Fed. R. Civ. P. 1@)ipr failure to state a claim
against Baird and FlickerFor the reasns that follow, the 1(®)(1) motionis granted.

BACKGROUND

The following facts, which at this stage | must assume to be true, are drawn from
P&C’s complaint and attached exhibitSeeECF No. 1.

Jason Gianelli is the president, sole owner and member of Piifiifed
liability company based in Suffolk County, Werork. Compl. 5. On December 8, 2005,
Gianelli applied for a patent for “Nutraceutical Method and Additive for Improviagéh
Physiology” with the United Stadd’atent and Trademark Officéd. { 13. On May 7, 2007 the
patent was issued, covering a method and the composition for creating acuatitieienriched
coffee drink” that would include three components (milk thistle, chromium picolindte a
carnitate) to be adddd a coffee drink preparationd. 1 1314. Gianelli was able to formulate

an energy shot product under the patent, “Triple Threat Energy Sdof|"16.
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Since approximately April 6, 2010, Baird has been a majority and controlling
owner in NAC. Id.  17. NAC allegedly took control of New Vitality in 201l. NAC'’s
board of directors thenired Flicker to be New Vitality’s President and CE@d the third
member of the NAC Boardd.

On or about February 5, 201-djcker and Gianelli had a meeting at which they
executed a Mutual Confidentiality and Non Disclostiggeemen(“Confidentiality
Agreement”)under which NAC and P&C agreed that “New Vitality would not compete in the
‘energy shot’ market as long as it wenwith P&C” Id. § 19& Ex. A-1 § 12. Flicker signed the
Confidentiality Agreement onéhalf of NAC as “CEO/President.Compl.Ex. A-1.

On March 21, 2013, P&C and NAC entered into a Marketing and Distribution
Agreement (“M&D A greement”).SeeCompl.§20 & Ex. A-2. Under the terms of the M&D
Agreement, NAC was to receive the axile right to “[m]ake, manufacture, market, advertise,
sell and/or distribute the Products [including Triple Threat Energy Shot], throughaubtite
throughanyand all distribution channels selected[MAC]” effective February 28, 20135ee
Compl.Ex. A-2 § 1.1.1.In exchange, P&C was to receive a ten percent royalty rate of gross
receipts, with a minimum annual royalty of $300,000 for the initial term and $400,000 for
subsequent renewal periods in orttemaintain the licensand rights granted in the M&D
Agreement.ld. 11 3.1, 3.4.Under the agreement, P&C warranted and represented that the
product “as currently designed and formulated and as intended to be manufactured and
commercialized herein compl[ied] with all federal, state, county, municipaltatedssatutes,
laws or orders of any governmental or quasi-governmental entities,” inclinirkgpbd and

Drug Administration Id. 7 10.1.8.



P&C alleges thatni April 2013, “New Vitality for the first time advised [P&C]
that ‘NAC’s regulatory department’ had certain issues with the currertdalieexisted on the
‘Triple Threat Energ Shot’ product.” Complf 22 By May 2013NAC’s payments of
guaranged conpensation under the M&Dgkeement had all been lat8eeid. { 30 &Ex. CG-1.
On October 30, 2013, NAC's special regulatory and litigation counsel sent P&C a
letter (“termination letter”) formally terminating the M&Dgheement for mach of warranties
and representations. Compk. G-2-0. NAC maintained that Triple Threat Energy Shot could
not be “commercialized” as intendadder the M&D Agreementspecifically, as a product that
“(1) detoxifies, (2) burns fat and (3) enezggs[.]' 1d. Because there was no rdlia scientific
evidence demonstrating the efficacy of these claimed benefits, NAC assertbeé fhraiduict
could not be sold lawfullyld. According to the termination letter, NAC had issued a “Notice of
Breach of Warrates and Representations” to P&C on July 15, 2013, detailing the manner in
which P&C had breached the M&D Agreement, and setting forth steps P&C would neesl to tak
to cure the breacWithin ninety days.Id. (citing Ex. C-2-i).
P&C filed this actiorin November 2014seeking specific performance of the
M&D A greement.P&C dleges a breach of the M&Ddgkeement in that “defendants sold
absolutely nothing, advertised the Product(s) nowhere, developed no marketing plarednarket
the product to, at best, only one of their existing customers, and failed to even fulhe past
year'sGuaranteedCompensation[.]"Compl.q 38.
DISCUSSION
A. Motion to Dismiss Standard of Review
“A case is properlglismissedor lack ofsubjectmatterjurisdictionunder Rule

12(b)(1) when the district court lacks the statutory or constitutional power to adguidita
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Makarova v. United tates 201 F.3d 110, 113 (2d Cir. 2000)Vhen a defendant moves to
dismissunder Rule 12(b)(1) and also movesltemissunderRule 12(b)(6) for failure to state a
claim upon which relief can be granted, the Court must coniddRule12(b)(1) motionfirst.
See Rhulen Agey, Inc. v. Ala. Ins. Guar. Ass’'896 F.2d 674, 678 (2d Cir. 199@jtations
omitted)

In deciding a motion to dismisghere the defendant challenges the legal
sufficiency of the plaintiff's jurisdictional allegationis‘must take all facts alleged in the
complaint as true and draw all reasonabferences in favor of plaintiff. Sweet v. Sheahan
235 F.3d 80, 83 (2d Cir. 200(®itations omitted) However, the tenet that a court must accept
as true all of thallegations contained in a complaint isppacable to legal conclusioris.
Ashcroft v. Igbgl556 U.S. 662, 678 (2009). If a party does not “n{idgis] claims across the
line from conceivable to plausible, [the] complaint must be dismisdgell Atl. Corp. v.
Twombly 550 U.S. 544, 570 (2007).

B. Lack of Subject Matter Jurisdiction

“Under 28 U.S.C. § 1331, federal district courts have jurisdiciiar cases
arising under the Constitution, laws, or treaties of the United Statew’ York v. Shinneckc
Indian Nation 686 F.3d 133, 138 (2d Cir. 2012) (internal quotations omittel)catise of
action arises under fedg law only when the plaintif§ ‘well-pleaded complaintaises an issue
of federal law’ Id. (citing Metro. Life Ins. Co. v. Taylpd81 U.S. 58, 63 (198)()“The ‘well-
pleaded complaint rule’ is the basic principle marking the boundaries of the fedestedigue
jurisdiction of the federal district courtsld. (citation omitted.

Congress has granted district courts exclusivesgliction overany civil action

“arising under any Act of Congress relating to pafgrit28 U.S.C. § 1338(a). hEre are two
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ways toestablish subject matter jurisdiction un@8rU.S.C. 8 1338(a). plaintiff must

establish either thdéderal patent law creates the cause of actiofthat the plaintiffs right to
relief necessarily depends on resolution of a substantial question of federallgat in that
patent law is a necessary element of one of thepledl claims.® Christianson v. Colt Indus.
Operating Corp.486 U.S. 800, 809 (198@nternal citations omitted)The Supreme Court has
interpretedhe phraséarising under” in bottg 1331 and 1338(a)dentically, applyingooth
sections precedents interchangeabl@unn v. Minton133 S.Ct. 1059, 1064 (2013) (citing
Christianson 486 U. Sat808-09).

First, P&C does not assertcause of action created under the federal patent laws.

Rather, the complaint alleges that NA@ not perform under the M&D dreement.SeeCompl.

1 38. The claim formrelief in the form of specific performanéals squarely under contract law
and does not arise under federal patent |Aations involving contracts relating to patents are
properlybrought in state court even in cases where actual questigratent law, such as the
validity of the patentareinvolved SeeAmer. Harley Corp. v. Irvin Indus., In@7 N.Y.2d 168,
172 (\N.Y. 1970). The fact that the M&D greement licensed the right to sell a patented product
does not mean that the contrdigpute invlves a federal patent questidrRather, the

complaint alleges thahé defendants violated the M&D Agreement by failing to prodoeket

or sell TripleThreat Energyshot and by failing to make a portiontbé required royalty

payments. Compl.ffi38 48. These claims do not pose any questions of federal patent law and

! Courtsshouldapply the weHlpleaded complaint rule firshnd only if the federal issue is

presented in the complaint is it then necessary to consider the substatéicentrality of théederal issues.
Wright, Miller & Cooper Fed. Practice & Prog 3556, at 261 (2008).

Even if there is an issue regarding P&C'’s claimed benefits for Tripleat linergy Shot
and the FDA guidelines for making such claims, tliss not invoke a patent issue. A product patent does not
imply it is safe to use, and products can have valid patents but be deniesppi¥al. SeeDonald S. Chisum,
Chisum on Paten®§4.04 (2014).
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thus are not governed by patent laBee, e.gGunn133 S.Ct. at 1065 (“[W]e are comfortable
concluding that state legal malpractice claims based on underlying patent mgittarely, if
ever, arise under federal patent law for purposes of § 1338{jllgpede Mky. Ltd. v.
Harsley, 928 F. Supp. 2d 109, 116 (D.D.C. 2013) (“generally, claims regarding patent ownership
are determined exclusively under state law, and are not governed by patéjjtdansol.
World Housewares, Inc. v. Finkl831 F.2d 261, 265 (Fed.Cir. 1987) (finding that the district
court did not have subject matter jurisdiction under § 1338(a) over a contract disgatise the
“mere presence of a patent issue cannot of itself create a cause of action arisirigeupdtent
laws”).

While afederal court may still have subject matter jurisdiction where a plaintiff
does nostate a federal cause of actimnt manages timplicate a substantiagdsueof federal
law, P&C has not donthat here SeeSemiconductor Energy Lab. Co., Ltd. v. Nagaf6 F.3d
1365, 1370-71 (Fed. Cir. 201@jting Grable & Sons Metal Prods., Inc. v. Darue Egé Mfg.,
545 U.S. 308, 312 (2005Franchise Tax Bd. v. Constr. Laborers Vacation Trdé8 U.S. 1, 13
(1983)). P&C attempts to implicate an issue of federal patent law by alleging that the
defendants’ reason for nonperformance under the contract was based on an isghe about
patent. Specifically,P&C contends thahe defendantwill argue that theyerminated the
contract because tleurrent formulation of the Product is not within the scopthefPatent.”
Compl. T 39.

The presence of a potential federal defense to P&C'’s state lawdasmot,
however establish federal jurisdictiorHere, P&C anticipates that the defendants will “claim
scope” am defense tahe termination of the contraghdmistakenlyargues thathis “triggers

jurisdiction under 28 U.S.C. 81338(a).” Compl. § 39, iR&C'’s recitation of what it
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characterizes as one of the defendants’ “excuses” for the lteasmot give rise to federal
guestion jurisdiction undehe wellpleadedcomplaint rulebecause imerelyanticipates a
potentialfederal defense— which courts have flatly rejected as creating a patent law issue under
§1338(a)° It is well settlecthat*[i]t is not enough that the complaint anticipates a pagént
federal defense” to establish jurisdictioBhinnecock Indian Natio®86 F.3cat 138 (citations
omitted (“Because the complaint’s references to federal law only anticipate and refute the
Shinnecock’s defenses, they do not give rise to federal question jurisdictsa® gjsdrivet v.
Regions Bank of Louisian&22 U.S. 470, 475 (1998)A defense is nopart of a plaintiffs
properly pleaded statement of his or her clainChristianson486 U.S. at 80%a case raising a
federal patentaw defense does not, for that reason alone, “arise under” patent law, for
jurisdiction purposes, even if the defemsanticipated in the plaintif§ complaint, and eveh i
both parties admit that the defense is the onlytgpresruly at issue in the caséxcelstor Tech.
Inc. v. Papst Licensing GMBH & C&41 F.3d1373, 1376 (Fed. Cir. 2008) (“A claim does not
arise under the patent laws if a patent issue appears only in a defense to tHat Clitynof
Rome, NY v. Verizon Commeins, Inc, 362 F.3d 168, 175 (2d Cir. 2004 he mere existence
or invocation of a federal defense does not furnish a sufficientfoagisisdiction to attach).

Accordingly,P&C cannot invoke jurisdiction based an anticipated federdefense

3 The Leahy-Smith America Invents Aqt'/AIA”) , PL 112-29, 125 Stat. 2842011),
abrogatedHolmes Grp., Inc. v. Vornado Air Circulation Sys., |85 U.S. 826 (2002)y allowing counterclaims
arising under federal patent law to provide grounds for federal removaligting. Under28 U.S.C.§ 1454, the
AlA’s removal statute, any civil action in which a party asserts a paterdigam may be removed to federal court.
The statute does notpWwever, provide for removal based on anticipated defer&es.Masimo Corp. v. Mindray
DS USA, Ing.Civ. No. 14405 (SDW)(MCA), 2014 WL 749510%t*3 (D.N.J. 2014) (discussingéleral remoal
jurisdiction based on patelaw counterclaims after the AlA)
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CONCLUSION
For the reasons stated above, the motion to dismiss is granted for lack of subject
matter jurisdiction.

So ordered.

John Gleeson, U.S.D.J.

Dated: March 31, 2015
Brooklyn, New York



