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INTRODUCTION

This case involves allegations fshud involvingthe use of patents in widely available
pharmaceutical digs. Defendant Dr. Spiridon Bas, along with Dr. Sanford Boltoareated
four patents thaallowednondissolvable, active pharmaceutical ingretdiém dissolve in water,
and therallowed these liquiddrugsto be convertedhto pill form. Spireas and Bolton licensed
their patented technology to Mutual Pharmaceutical Company, Inc. (“Mutual”) auitedU
Research Laboratories, Inc. (“Unitgdfo crea¢ the successful generic druidodipine and
propafenongwhich respectively treahigh blood pressure andrial fibrillation (irregular heart
rates)’ Over the course af decade, Mutual and United paid Spireas and Bolton approximately
$150 million in royaltis for the use of the patented technology in these drugs.

Now, Plaintiff Takeda Pharmaceuticals, U.S.A., I(f{Takeda”), successean-interest to
Mutual, alleges that S@ias lied about the use of the patented technology inrtigs.d Takeda
claims that the patemtwerenot actuallyused in the drugs, and thati®as was not entitled to

receive any royalties. Takeda seeks to recoup the $150 million in royathepts/from Spireas

! Spireas, as Vice President of Research and Development for Mstmrvised the

development othe two drugs. Mutual, howevarsing Spireas’ formulatiormanufactured
the felodipine and propafenodeugs. (Doc. No. 1 § 10-11, Doc. No. 18 § 14.)



alone? To do so, fiinitiated this action agast Spireas for frauthisrepresentation (Count, I)
breach of contradiCount II), breach of the duty of loyalt§Count IIl), breach of fiduciary duty
(Count V), conversionCount V) and money had and receivédount VI). (Doc. No. 1.)
Spireas filed aotion to Dismiss, which is now ripe for a decision.

Il. BACKGROUND

As a doctoral candidatat St. John’s University College of Pharmacy and Allied Health
ProfessionsDr. Spiridon Spireaset hisdoctoral advisorDr. Sanford Bolton. (Doc. Nd.6-1
11 911) From 1988 to 1993, Spireas and Bolton worked together, in part researching “liquisolid
technology,” which refers to powdered forms of liquid medicationd. 7] 912.) Liquisolid
technology allowshondissolvable substances, or poorly soluble substances, to dissolve in water,
and then allowshese liquid drugs to be converted into a powdered or pill fofich.§ 13.) In
1993, Spireas received his doctoral degree and left St. John’s Univerkityy 14.) The
following year, Dr. Bolton retired from the universityd (Y 15.)

Two years laterin 1996, Spireas and Boltdregan filing applications with the United
States Patent and Trademark Office (“PTQ”) to obtain patents onithugsolid technology. I€l.
1 16.) The two men also foned an entity named Hygrosol Pharmaceutical Corp. (“Hygrosol”)
with the hope that their applications would be approvedtlaaitthey could license their patents
through the corporation.ld; f 18.)

They first filed a patentapplication with thePTO entitled “Liquisolid Systers and
Methods of Preparing Sam¢U.S. Application No. 08/658,514). Moc. No. 11 32.) On
September 1, 1998, the PTO issued Patent No. 5,800,834 (“the ‘834 patkh}”y.The claims

of the ‘834 patent cover methods of using nonvolatile solvents in drug formulations to create
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this action.

Bolton passed away in 2011. Takeda has chosen not to include his estate as a defendant in



‘liquisolid systems’ or ‘liquisolid microsystems.” Id.) The ‘834 patent names Spireas and
Bolton as the inventors.Id()

Spireas and Bolton went on to receive two additional pathatsvere etensions of the
liquisolid technologyclaimedin the ‘834 patent (Id. 1 3334.) On October 19, 1999, the PTO
issued Patent No. 5,986,550 (“the ‘550 patent”) to the two inventors, which “cover[ed]
formulations produced by using a specified series of steps to convert a ‘ligdidaton’ into a
‘liquisolid system’ or ‘liquisolid microsystem,” where a ‘liquid medicatios’defned in the
specification to include a drug suspended or dissolved in avaiatile solvent.” [d. T 33.)
Additionally, on August 1, 2000, the PTO issued Patent No. 6,096,337 (“the ‘337 patent”) to
Spireas and Bolton, which was a continuation of the liquisolid techno(ddyy.

The fouth and final patenin this casavas issued mJuly 23, 20020 Spireas alone(ld.

1 34) Like the otherthree patentsRatent No. 6,423,339 (“the ‘339 patent”) is an extension
the liquisolid technology. Id. 1 34.)

The use of thesur patentss central to this caseWhat happened with, or without, the

patented liquisolid technology is the subject of this (and other) pending litigation.

A. Mutual and United Entered into a Contract with Hygrosol, Spireas,
and Bolton to License the Patentediquisolid Technology

After filing patent applicationsand creating Hygroslp Spireas and Bolton sought to
commerci#ize theirsoonto-be patentetlquisolid technology. (Doc. No. 16 at 7.) In 1998y
began negotiating with Mutual and “its sister company,” United, about the pogsiilit
licensing the liquislid technology for the formulation of generic phaomatical drugs. (Doc.
No. 119 1819.)

On June 12, 1998, Mutual and United executed a license agreement with Spireas, Bolton,

and Hygrosol (the “License Agreement”)d.(T 18.) Under the termsf the License Agreement,



Mutual and United received an exclusive license to usdidbesolid patents,once issued to
Spireas and Boltorip createnew drug products.ld., Ex. A{ 2.1.) In return, Mutual and Unate
agreed to pay royalties to gyosol. (d. 14.1-4.2)

B.  Spires Becomes Vice President of Research abévelopmentat Mutual
and Develops thePharmaceutical DrugsFelodipine and Propafenone

Shortly after executing the License Agreement, Mutual hired Spirets\dse President
of Regarchand Development. Id.  10.) Mutual and Spireas agreed thatwould develop
generic versions of two drugs, felodipine and propafenole. 11.) On March 7, 2000, they
memorialized this agreement when Spireas signeshgagement letterld, Ex. B.) Thereatfter,
Spireas worked with Mutuals scientists to develop generic felodipine and propafeaon
formulations. Id. § 12.) Spireas successfully created thpharmaceutical productand
represented that the two generic drugs used the patepsdlid technology. Id. 1 13, 48

On September 28, 2000, Mutual and United submitted an Abbreviated New Drug
Application (“ANDA”) to the Food and Drug Administration (“FDA”) for genepcopafenone
tabletsto treat atrial fibrillation(irregular heart rates)(Id. 1 47.) A year later, on November 29,
2001, tke FDA approved Mutuas ANDA for generic propafenontablets. Id. 157.) Mutual
and Unitedthenbegan selling generic propafenondd.)( In 2002, Mutual and United made the
first royalty payment toHygrosol for the use of theatented liquisolid technology in the
propafenone formulation(ld.) Over the course of the next decade, from 2002 to 2012, Mutual
and United paid Hygrosol approximately $3.7 million in propafenonaltieg. (Id. I 59.)

Like the propafenone formulation, Mutual and United submitted an ANDA for generi
felodipine extendedelease tablets to treat higlood pressure.Id. 1 4647.) On June 6, 2000,
shortly before it submitted the ANDA for propafenone, Mutual filed an ANDAfébwdipine.

(Id. 1 46.) Unlike the propafenone ANDA, the felodipine ANDA took much longer to approve.



On February 6, 2004nore than four years after filing the AND#&e FDA approved Mutual’'s

ANDA for generic felodipineextendeerelease tablets. Id.  58.) By this time, however,

Mutual’s relationship with Spireas had soured. On September 28, 2004, Mutual fired.Spireas

(Id. 11 54.) ShortlythereafterMutual began selling felodipineld() From 2004 to 2012, Mutual
and United paid Hygrosol approximately $146.4 million in felodipine royaltidg. ( 59.)
Spireas and Bolton equally shared the royalties paid to Hygrdgol. (

C. Prior Actions Which Relate tothe PatentedLiquisolid Technology

1. St. John’s University Sues Spireas Bolton, and Hygrosol, Disputing
the Ownership of the Patented Liquisolid Technology

On November 18, 2008ftar learning of Spireas and Boltorssiccsswith the patented
liquisolid technologySt. John’s University filed suit agatthem alleging thatheinventors had
breached their employment contracts with the Univetsjtgonceahg their breakthroughs on
the liquisolid technology whilehe two worked therd. (Doc. No.16-2 at4, Doc. No. 18 at 15.

In essence, the University claimed that it shootah the four patentsand not Spireas and

Bolton. (Id.) On January 16, 2015, Spireas, Bolton, and Hygrosol settled the lawsuit with St.

John’s University. (Doc. No. 1B-at4.)

3 Generally, “to the extent that [a] court considers evidence beyond the complairitinglac

12(b)(6) motion, it is converted to a motion for summary judgmefnjelino v. N.Y. Times
Co., 200 F.3d 73, 88 (3d Cir. 1999However, when theeatense of claim preclusion or res
judicata is raised, a court may take notice of all facts necessary for the mecee
Conceicao v. Nat'l Water Main Cleaning C650 F. App’x 134, 135 (3d Cir. 2016) (noting
that a court may take notice of the recoofi® prior proceeding where claim preclusion is
raised);see als®neida Motor Freight, Inc. v. United Jersey Bank, 848 F.2d 414, 31@ad.
Cir. 1988) (stating that the district court “had to examine the record of the prior . . .

proceeding” to resolve the claim preclusion defense raised in the motion to dismiss)

“Specifically, a court may take judicial notice of the record from a prewioud proceding
between the parti€’s. Conceicap 650 F. App’x at 135. Here, the Court will consider the
records from the prior proceedings for the purpose of determining whether claiosjnecl
applies.



2. Mutual and United then Sue Spireas, Bolton, and Hygrosol for
Alleged Misrepresentations Involving the Ownership of the Patented
Liquisolid Technology

After learning of the dispge with St. John’s University, Mutual and United initiated an
actionon May 5, 201lagainst Spirea®Bolton, and Hygrosoin the Court of Common Pleas of

Philadelfia County (“Mutual v. Spireay. (Doc. No. 161.) Mutual and United soughto

recoup the $150 million in royaltigsaid under the License Agreementid.) In light of the
disputewith St. bhn’s University, Mutual and United alleged that Spireas, Bolton, and Hygrosol
did not own the patented liquisolid technologiyd therefore were not entitled to any royalty
payments. (Doc. No. 161 1 2425.) Mutual and United raised breach of contrdiudulent
misrepresentatiorgnd unjust enrichmeriaims againsSpireas, Bolton, and Hygrosolld( 1
56-79.) They also soughtdeclaratory judgment.d( 11 4955.)

In response, Spireas, Bolton, and Hygrosol raised counterclaims against Mhdual a
United, seeking to recover unpaid royalties on metaxalone gefierics.

On March 16, 2016, the Court of Common Pleas granted summary judgment in favor of
Spireas, Bolton, and Hygrosol, and the claims against them were dismissed. (Doc-2No. 16
First, the Court of Common Pleas concluded that the claim for a declaratory judgment should be
dismissedor lack of standing. Id. at 7.) The courtwrote:

It is undisputed that [Spireas, Bolton, and Hygrosol] have settled their
differences with St. John’s Wrersity. As no threat of litigation, let alone atfmat

is ‘imminent and inevitablé affects the rights of Mutual Pharmaceutical and

United Research under the 1998 Licensing Agreement, plaintiffs do not have

standing here to bring a claim under the Restiory JudgmerAct.

(Id.) Second, ltestate courheld that the breach of contract claim woulddmemissed because

the damageslleged by Mutual and United were topesulative. Id. at 7-8.) Third, it found

4 Unpaid royalties on metaxalone generic pharmaceutical drugs are noieahisisis case.



that the gist of the action doctrine precludkd fraudulent misrepresentation claimld.(at 9-

10.) Last, theCourt of Common Pleas notéght the doctrine of unjust enrichment cannot serve

as the basis for relief when a binding contract existsvéen the parties.Id( at 1611.) The

remainingunjust enrichment clainthen wasdismissed. In sum, the Court of Common Pleas

dismissed all of Mutual and Unitesitlaims against Spireas, BoltomdaHygrosol. On April 3,

2017, the Pennsylvania Superior Court affirmed the decision to grant summary udyfagor

of Spireas, Bolton, and Hygrosol. (Doc. No. 16-3.)

Spireas, Bolton, and Hygrosol's remaining counterclaims against Mutualrated! Were

scheduled to be mediated in February 201{Doc. No. 16 at 23.) Mediation was delayed,

however, with the filing of this actionId()
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In addition to the counterclaims against Mutual and United raised in Mutual v. $Spiveas
other pending state court actions were to be mediated in February 2017.

First, inHygrosol v. Roberts, Spireas and Hygrosol asserted claims against Mutual and King
Pharmaceuticals, Inc. (“King”).See Hygrosol Pharmaceutical Corp. &piridon Spireas,
Ph.D. v. Richard Roberts, M.D., Ph.Pharmaceutical Holdings Cdnc., Pharmaceutical IP
Holdings, Inc, Mutual Pharmacdical Co, Inc., United Research Laboratories, Inc.ndi
Pharmaceuticals, Inc. &ing Pharmaceuticals Research and Development, €. Phila,

No. 1211-00213 (“Hygrosol v. Roberts These claims were originally brought as
counterclaims irMutual v. Spireas but were severed into a separate action by the state court
due to the claims against King and other “non-Mutual entities.” (Doc. No. 16 at 22 n.15.)

Second, in _SigmaPharm v. Mutual, Spireas’s other company, SigmaPharm, Inc.
(“SigmaPharm”) demanded payment under the SigmaPharm Development Agte&eent
SigmaPharm, Inc. v. Mutual Pharmaceutical Co., United Research Lalesatod., Richard
Roberts, M.D., Ph.D., Pharmaceutical IP Holdings, IRbarmaceutical Holdings Cdnc.,

King Pharnaceuticals, Inc., 8&King Pharmaceuticals Reselr& Development, In¢.C.C.
Phila., No. 1201-01176 (“SigmaPharm v. Mutual “SigmaPharm maintains that Mutual
entered into an agreement with King that Mutual would not manufacture a geersian of
metaalone based upon a SigmaPharm innovation. In return, King paid Mutual $35 million
up front and then hundreds of millions of dollars in royalties going forward, for wifiigh f
percent (50%) is owed to SigmaPharm.” (Doc. No. 16 at 22 n.15.)

These twaostate court cases, along with the state court cabdutfal v. Spireas, have been
pending for more than five years and were scheduled to bedaidy in May 2017. (Doc.

9




3. Spireas’ Tax Court Proceedings

In 2013, the Internal Revenue Service (“IRS”) challenged Spireas’s tamémadf the
royalties he received under the eitse Ageement. (Doc. No. 160.) Spireas had characterized
the royalty payments as capital gainkd.)(

Takeda alleges that on October 23, 2044 a hearing before the Tax Court, Spireas
explained that the felodipine and propafenone formulations did not use the patentedidiquis
technology. Id. 11 62, 64.) On August 24, 2016, the Tax Court issued a memorandum finding
that the royalty payments should have been characterized as ordinary inctraethan as
capital gains.(Doc. No. 3lat 2.) In a footnote, the Tax Court stated, “On brief petitioners argue
that the ‘liquisolid patents did not cover Dr. Spireas’s new, unique and patentable felodipine . . .
technolog[y].”® Takeda claims that “[i]t was this statement that first alerted [itheotruth

regarding the felodipine and propafenone formulatidngDoc. No. 1 69.)

No. 16 at 23.) “In light of this advanced procedural posture, the parties agragempt to
mediate these actions . . . in February 201Td.) (Because all of Mutual’s claims had been
dismissed, the only pending claims to be mediated were the claims against Mutigal, Un
King, and their related partiesld/)

The full footnote written by the Tax Court is provided as follows:

On brief petitioners argue that the “liquisolid patents did not cover Dr. Spireas’s
new, unique and patentable felodipine * * * technolog[y].” If that were so, it is
hard to see how Mutual would have the rights to make and sell that Product.
Mutual was granted its malandsell rights by the 1998 License Agreement,
which defines those rights as rights to produce, market, and sell “Products
containing the Technology.”

(Doc. No. 31 at 29 n.5.)

The parties dispute when Takeda knew or should have kradvonit the Tax Court testimony
Spireas provided.

On October 23, 2014, Spireas testified in the Tax Court trial. (Doc. N4.&a63.) The
following occurred:

10



Q: So I'm just gang to ask you some questions about Exhibits 1, 2, and 3
collectively. Who were the inventors of patents 1, 2, and 3?

A: Myself and Mr. Bolton.

Q: And did these patents cover the felodipine and propafenone formulation
technologies?

A: Definitely not.
Q: Why not?

A: Because the I'll tell you about the claims of the patents (inaudible). The
propafenone and felodipine technologies are not currently connected to the
claim (inaudible) first of all because both of therboth of the patents have no
(inaudible) patentsThey claim both have a number of liquids to be used. The
— I'm sorry, | have it the other way. Scratch that. The patents are using
exclusively norvolatile liquids whereas the compilation (inaudible) are based
only —

The Court: Don't get too far ito the . . .

(Doc. No. 16-4 at 124.) Afew weeks later, on November 5, 2014, Spireas was deposed in the
matter ofSigmaPharm, Inc. v. Mutual Pharmaceutical Co., Inc., a pending state court action.
(Doc. No. 31, Ex. N.) Counsel for Takeda was present at this deposition and questioned
Spireas. I6l.) During the deposition, counsel asked Spireas whether the Tax Court
proceeding “had anything to do with Mutual.ld.(at 428:14-15.) Spireas replied as follows:

Q [Takeda’s counsel]: Does the tax dispute have anything to do with Mutual?
A [Spireas]: To some extent, maybe.

Q [Takeda’s counsel]: Does the tax dispute have anything to do with Hygrosol or
SigmaPharm Agreements at issue in this case?

A [Spireas]: To the Hygrosol Agreement at issuthis case.

(Doc. No. 32 at 428:121.) On December 2, 2014, a transcript of the trial testimony in the
Tax Court was docketed and made available to the public. (Doc. No. 28 at 5.)

On October 20, 2015, in the related state court cagéutfal v. Spireas Mutual moved to
compel Spireas to produce “deposition testimony or trial testimony from DedaSpin his
tax case. (Doc. No. 16-5 at 6, Ex. 6 at 18:22-21:3.) Although the state court was under the

11



D. Procedural History of This Action

Following Takeda’s discovery dhe statementsnadeto the Tax CourtTakedainitiated
this actionon January 31, 201&gainst Speas. (Doc. No. 1.) As noted earlier,nie Complaint
raises thefollowing claims fraudmisrepresentation (Count, Ipreach of contractCount II),
breach of the duty of loyalt§Count Ill), breach of fiduciary dut{Count 1V), conversionCount
V), and moey had and receiveount VI). (Id.) Takeda alleges that Spireas intentionally
conceded thefact that the patenteliquisolid technology was not used in tlielodipine and
propafenonalrugs to obtairapproximately$150 million in royalty payments frofdutual. (Id.)
Takeda further alleges that it did not learn of this fact éatgust 24, 2016, whetine Tax Court
published its memorandumld({ 69)

OnApril 3, 2017,Spireadfiled a Motion to Dismiss the Complaint its entirety. (Doc.
No. 16.) On April 17, 2017, Takeda filed a Response in Opposition to the Motion to Dismiss.
(Doc. No. 18.) Thereafter, Spireas filed a Reply. (Doc. No. 23.) On May 19, 2017, a hearing

was held on the Motion. (Doc. Nos. 26, 27.) The Motion is now ripe for a de€ision.

impression that such testimony was under seal, it suggested that Mutual shoultltregues
documents from the Tax Court itselid.(at 20:6-12.)

Defendant contends that Takeda was aware of the potential relevance Tatxti@ourt
testimony and should have requested the testimony from the Tax Court, astédsby the
state court. (Doc. No. 28 at 2.)

In response, Plaintiff submits first that counsel for Spireas representetheéh@ax Court
records were unavailable. (Doc. No. 29 at 2.) Second, Plaintiff argues that it had no reason
to suspect that the Tax Court records would reveal this alleged frddd. As a result,
Plaintiff alleges that it was alerted to the statement that Spireas made in theufaer@p

when it reviewed the Tax Court’s memorandum of findings on August 24, 2016.

In reachinga decision, the Court has considered @mmplaint(Doc. No.1), the Motion to
Dismiss theComplaint(Doc. Ncs. 16, 17), Plaintiff's Response in Opposition (Doc.sNb8,
19, 20, Defendant’s Reply (Doc. No. 23), the arguments madedoysel for the parties

12



[I. STANDARD OF REVIEW

The motion to dismiss standard under Federal Rule of Civil Procedure 12(b)(®) is se

forth in Ashcroft v. Igbal, 556 U.S. 662 (2009). Aftgbalit is clear that [t]hreadbare recits

of the elements of a cause of action, supported by mere conclusory statelmantssuffice” to

defeat a Rule 12(b)(6) motion to dismidsl. at 6/8; see alsoBell Atl. Corp. v. Twombly, 550

U.S. 544 (2007). “To survive a motion to dismiss, a complaiust contain sufficient factual

matter, accepted as true, to state a claim to relief that is plausible on its Edbgpharm S.A.

France v. Abbott Labs707 F.3d 223231 n.14 (3d Cir. 2013Q(otingSheridan v. NGK Metals

Corp, 609 F.3d 239, 262 n.27 (3d Cir. 2010)). “A claim has facial plausibility when the plaintiff
pleads factual content that allows the court to draw the reasonable infereribe thefendant is

liable for the misconduct allegedId. Applying the principles ofgbal andTwombly, the Third

Circuit in Santiago v. Warminster Twp629 F.3d 121 (3d Cir. 2010), set forth a thpaet

analysis that a distriatourt in this Circuit must conduct in evaluating whether allegations in a
complaint survive a 12(b)(6) motion to dismiss:

First, the court must “tak[e] note of the elements a plaintiff must plead to state a
claim.” Second, the court should identify allegations that, “because they are no
more than conclusions, are not entitled to the assumption of truth.” Finally,

“where there are welleaded factual allegations, a court should assume their

veracity and then determine whether they plausibly give rise to an entitlement for
relief.”

Id. at 130 (quoting Igbal, 556 U.S. at 675, 679).

This means that our inquiry is normally broken into three parts: (1) identifying the
elements of the claim, (2) reviewing the complaint to strike conclusory
allegations, and then (3) looking at the wataded components of the complaint
and evaluating whether all of the elements identified ib gae of the iquiry are
sufficiently alleged.

during the hearing on the Motion on May 19, 2017 (Doc. No. 27), the letter from counsel for
Defendant sent to the Court on June 12, 2017 (Doc. No. 28), and the letter from counsel for
Plaintiff sent to the Court on June 16, 2017 (Doc. No. 29).

13



Malleus v. George641 F.3d 560, 563 (3d Cir. 2011).

A complaint must do more than allege a plaintiff's entitlement to relief, it must “show”

such an entitlement with its fact&owler v. UPMC Shadysides78 F.3d 203, 2141 (citing

Phillips v. Qy. of Allegheny 515 F.3d 224, 2335 (3d Cir. 2008)). “[W]here the weflleaded

facts do not permit the court to infer more than the mere possibility of nligcprthe complaint
has alleged-but it has not ‘sha[n]'— ‘that the pleader is entitled to relief.Tgbal, 556 U.S. at

679 (alteration in original) (quoting Fed. R. Civ. P. 8(a)(ZJhe “plausibility” determination is a
“contextspecific task that requires the reviewing court to draw on its judicial iexgger and

common sense.ld.

V. ANALYSIS

Pursuant to Federal Rule of Civil Procedure 12(b)(6), Defensieels to dismiss the
Complaintin its entirety. (Doc. Nol16.) The Court will address each Défendant arguments
for dismissaln turn.

A. Takeda’s Claims Are Not Barred by Claim Preclusion

Defendant contends that Takeda’s claims are barretiebgdctrine of claim preclusion
(Doc. No. 16 at 2885.) “Claim preclusion, or res judicata, is a defense asserted when a case is

essentially identical to one that shareviously been adjudicatéd. R&J Holding Co. V.

Redevelopment Auth. of t¢. of Montgomery, 670 F.3d 420, 427 (&ir. 201). Its central

purpose is “to require a plaintiff to present all claims arising ouh@fsame occurrence in a

single suit.” Blunt v. Lower Merion Sch. Dist.,, 767 F.3d 247, 277 (3d Cir. 2014) (internal

guotation marks and brackets omitted). In doingcsmrts “relieve parties of the cost and
vexation of multiple lawsuits, conserve judicial resources, and, by preventing Bteansi

decisions, encourage reliance on adjudication.” Marmon Coal Co. v. Dir., Office of dorke

Comp. Programs, 726 F.3d 387, 394 (3d Cir. 2013) (internal quotatidksomitted). “To those
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ends, the doctrine of [claim preclusion or] res judicata bars not only claimgdr@brought in a

previous action, but also claimbat could have been brought.Davis v. Wells Fargo824 F.3d

333, 342 (3d Cir. 2016) (internal quotatimarksomitted).
Federal courts apply the claim preclusion law of the state in which the judgraent w

enteed, and thus Pennsylvania claim preclusion law applies. Turner v. Crawford Square

Apartmentslil, L.P., 449 F.3d 542, 548 (3d Cir. 200@)iting Lance v. Dennis, 546 U.S. 459

(2006)). Pennsylvanialaw of claim preclusion was summarized by Bennsylvaia Supreme

Court inBalent v. City of WilkesBarre

Any final, valid judgment on the merits by a court of competent jurisdiction
precludes any future suit between the partigheir privies on the same cause of
action. [Claim preclusion or] [r]es judicata applies not only to claims actually
litigated, but also to claims which could have been litigated during the first
proceeding if they were part of the same cause of action.
669 A.2d 309, 313 (Pa. 199@)itations omitted) For claim preclusion to apply, Pennsylvania
law requires that the two actions share the following four conditigh¥the thing sued upon or
for; (2) the cause of action; (3) the persons and partidgetaction; and (4) the capacity of the

parties to sue or be suedR&J Holdig Co, 670 F.3d at 427citing Bearoff v. Bearoff Bros

Inc., 327 A.2d 72, 74 (Pa. 1974)

Takeda does not necessarily challenge all of the above requirements. Rather, it
challenges whether the thing sued for is theesanhether the causes of acteme the sameand
whether the parties are the same.

1. “The Thing Suedupon or for” Is the Same inThis Case
and the Prior State Court Action

“The thing sued upon or for” is the same in this action and the pending state court
litigation. Bearoff 327 A.2dat 74. In both cases, Takeda (or its predecessor Mutual) is seeking

to recoup the royalties paid to Hygrosol. (Doc. N§.899 Doc. No. 16-11 3839.)
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In the pending state case Mutual v. Spireas, Mutual alleged that “[it] developed and

sold two Products, Felodipine and Propafentmat, were subject to the License Agreement” and
that “between 2002 and 2011, Mutual paid approximately $146 million uth@elicense
Agreement.” (Doc. No. 1@ 11 3839.) Mutual also allegedhatit continued to pay Hygrosol
under the License Agreement while it litigated its clainid. 41.) In this earlier case, Mutual
demanded a return of all the royalties paid to Hygroddl. §{l 55, 61, 69, 77.)

In the instant action before this Court, Takeda seeks the exact same royalgniza In
the Complaint, Takeda alleges that “[ffrom 2002 to 2012, Mutual paid Hygrosol apptelima
$3.7 million in propafenone royalties and $146.4 million in felodipine royalties.” (Doc. No. 1

159.) Like in_Mutual v. Spireagakeda here demands repayment of these same royaltgs. (

Thus, the thing suefdr is the same in this action and the pending state court litigation.

2. The Causesf Action Are Not the Same inT his Case
and the Prior State Court Action

The causes of action alleged in the pending state court case and this actiontlage not
sameto invoke claim preclusion. “[T]here is no single definition of ‘cause of action’ for
purposes of claim preclusion.Davis 824 F.3d at 342. Rather, courts “take a broad view of
what constitutes the same cause of action and that [claim preclusion] or casqudinerally is
thought to turn on the essential similarity of tim@erlying events giving rise to the various legal
claims.” Blunt, 767 F.3d at 277. The focus, therefore, is on the facts rather than legal theories.

SeeElkadrawy v. Vanguard Grp., 584 F.3d 169, 173 (3d Cir. 2009) (stating that the “analysis

does not depend on the specific legal theory invoked”). Claim preclusion bars atla&im
“arises from the same set of facts as a claim adjudicated on the merits in thdiegalien.”
Blunt, 767 F.3d at 277.The focal point of the ‘same cause of action’ analysis is not whether

there are new facts occurring after the final judgment, but whethendtexialfacts alleged in
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each suit are the same, and whether the witnesses and daationergquired to prove the

allegations are the sameFoster v. Deneberg, 616 F. App’x 472, 474 (3d Cir. 2qtBation

omitted).

For examplein Foster v. Deneberghe plaintiff initiated an actiofor fraud,violations of

the Racketeer Influenceahé@ Corrupt Organizations Act (“RICQ"and related commercial tort
claims relating to a real estate transaction in both the United States District &dduthe
Philadelphia Court of Common Pleas. 616 F. App’x at 4TBe district court dismissed the
conplaint for failure to state a RICO clainid. Three years later, the plaintiff brought another
RICO and state law suit alleging ongoing conduct after the earlier judgneentThe United
StatesCourt of Appeals for the Third Circuit affirmed the dismissal of the secasd, dinding
that “continuation of the same fraudulent activity” did not raise a new causgiah as the
material facts in each suit were the sarite.at 475.

Unlike Foster the material facts at issue hexee different fromthos presented in the

state court case. In the pending state cagdubfial v. Spireas, Mutual alleged that St. John’s

University was the owner of the patented liquisolid technology, not Spireas or Boltoo.. N@o
18 at 18.) Mutual claimed that Spireas and Bolton “falsely represented . . . innftBb9998 that
they and not [St. John’s University] owned” the patentd.) (Mutual also alleged that Spireas
and Bolton concealed the fact that they had entered into agreements with St. Joversity
that gave the niversity ownership of the patentsld.(at 19.) The key eviden@nd witnesses
Mutual needed to prove these allegations would have included:

Spireas and Bolton’s agreements with [St. John’s University], the negoteatd

execution of the [License] Agreement, testimony from witnesses knowledgeabl

about [St. John’s University’s] intellectual property policies and whethee&pir

and Bolton were aware of them, and evidence of how much Mutual would have
paid for the patents had it known that they were owned by [St. John’s University].
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(1d.)

In contrast, the Complaint here alleges that Spireas falsely represenidtual in
product development reports that felodipine and propatengre created using the patented
liquisolid technology. (Doc. No. 1 Y 49, 51.) The Complaint @ssertsthat Spireas
repeatedly made statements to Mutual and its officers suggesting thaatémted liquisolid
technology was used in the felodipine and propafenone formulat{@hsY{ 9297.) However,
the Complaintprovides:

[O]n information and belief, Spireas intentionally included small amounts of

nonvolatile solvent in the felodipine and propafenone formulations that he

developedfor Mutual in an effort to deceive Mutual into believing that those
formulations used his patented “liquisolid” technology, when in fact he knew that

no patented “liquisolid systems” or “liquisolid microsystems” of felodipine and

propafenone were formed.

(Id. 91 96.) Takedafurther alleges that as Mutual’s successeinterestit first learned of this fact
after Spireas “admitted to the Tax Court that neither generic drug formulatied tre
technology.” (Doc. No. 18 at 19.The key evidence in this case will include “testimony from
Mutual employees about Spireas’s repragations regarding the technology used in the generic
felodipine and propafenone formulations, whether the formulations actually used ¢heegat
technology, and what Spireas and his lawyers told the Tax Cotdt)” (

In sum, the pending state court case and this instant aciidain distinct material facts

and rely upon different key evidenaad witnesses Therefore, the causes of action in the two

cases are not the same requiredo invoke claim preclusioh.

®  Accepting the facts alleged in the Complaint as true, Takeda received notice ofitgresco

of Defendant’s testimony when the Tax Court published its memorandum on August 24,
2016. (Doc. No. 1 1 69.) Therefore, this piece of evidenas mot available to Takeda when

it instituted the state court action on May 5, 2011. (Doc. Nel.)}6see Morgan v.
Covington Twp, 648 F.3d 172, 178 (3d Cir. 2011) (holding that “res judicata does not bar
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3. Persons or Parties to the Action Are the SamaiT his Case
and the Prior State Court Action

The third and final factor contested is whether there is identity of the partlas action

and the pending stataseof Mutual v. Spireas “It is well established that [claim preclusion or]
res judicata applies to parties who were involved in the previous litigation . . . and those in

privity with parties who were involved in the previous litigatiordétt v. Beech Interplex, Inc.

No. 029131, 2004 WL 1595734, at *4 (E.D. Pa. July 15, 2004). Courts have found that the
privity requirementmay bemet when the noparty was “adequately represented by someone

with the sme interests who [wa]s a pdrty the prior proceeding. Nationwide Mutiré Ins.

Co. v. George V. Hamilton, Inc., 571 F.3d 299, 312 (3d Cir. 2009) (citing Taylor v. StEg2ll

U.S. 880 (2008)).

In the pending state court cabtutual v. Spireas, Mutual and United sued Spireas,

Bolton, and Hygrosol. Here, Takeda is suirgré&as. The substitution of Takeda for Mutual
does notmateriallychange the parties. In fact, Takeda is‘th@ccessem-interest to Mutual.
(Doc. No. 11 1.) This relationship between Mutual and Taketiherefore satisfies the privity
requirement.Seedett 2004 WL 1595734, at4(applying Pennsylvania claim preclusion law to
hold that the identity of the parties requirement is satisfied when the retapidiedween entities
or individuals is close enough that the party’s interests weresepgd in the prior action).
Therefore, there is identity of the parties to invoke claim preclusion.

In sum, although there is identity of the parties and “the thing sued upon or for” is the
same in the two proceedings, the causes of action are not sutigtantilar. Since the causes
of actionin the pending state court case and this case are different, the claims here cannot be

barred by claim preclusion.

claims that are predicated on events that postdate the filing of the initial complairds (ita
omitted)).
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B. Takeda’s ClaimsNeed NotBe Dismissed for Failure to Join an Indispendale
Party, But Mutual Delaware Must Be Joined inThis Litigation

Defendant argues that the Complaint must be dismissed because Takedto fplad
United, an entity thale claimsis indispensable to resolving this litigation. (Doc. No. 16 at 35
40.) As noted, Uniteekntere into the License Agreement with Mutugdintly securingMutual
andUnited’s right to produce felodipine and propafenone. (Doc. No. 1, BExTékeda alleges
that Unitedcannot be joinedn this action as Defendant argues it mubgcause Unitecho
longer exists (Doc. No. 18 at 25.) Instead, Takeda asserts that Uniisdmerged into Mutual
Pharmaceutical Company, Inc., a Delaware Corporation (“Mutual Delawareigh wehowned
by Sun Pharmaceutical Industries, Ltd. (“Sun Pharmald.) ( Takeda agues that Mutual
Delaware as United’s successor-interest,is not a necessary patbgcauseno per se rulexists
requiring all parties to a contract at issue to be joined in a contract ackibrat 27.) Takeda
further argues that even if Mutual Re/are was a necessary paitys diverse from Spireas and
therdore would not destrogubject matter jurisdiction(ld. at 24.)

Federal Rule of Civil Procedure 12(b)(7) provides grounds for a motion to dismiss for
“failure to join a party under Rule 19.” Fed. R. Civ. P. 12(b)(7). Federal Rule of Civildece
19 provides:

(a) Persons Required to Be Joined if Feasible.

(1) Required PartyA person who is subject to service of process and
whose joinder will not deprive the court of subjewatter jurisdiction
must be joined as a party if:

(A) in that person's absence, the court cannot accord complete
relief among existing pags; or

(B) that person claims an interest relating to the subject of the

action and is so situated that disposing of the action in the person's
absence may:
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(i) as a practical matter impair or impede the person's
ability to protect the interest; or

(ii) leave an existing party subject to a substantial risk of
incurring double, multiple, or otherwise inconsistent
obligations because of the interest.
(2) Joinder by Court Ordelf a person has not been joined as required, the
court must order that the person be made a party. A person who refuses to

join as a plaintiff may be made either a defendant or, in a proper case, an
involuntary plaintiff.

(3) Venue.lf a joined party objects to venue and the joinder would make
venue improper, the court must disntisat party.

(b) When Joinder Is Not Feasible. If a person who is required to be joined if
feasible cannot be joined, the court must determine whether, in equity and good
conscience, the action should proceed among the existing parties or should be
dismissed. The factors for the court to consider include:

(1) the extent to which a judgment rendered in the person's absence might
prejudice that person or the existing parties;

(2) the extent to which any prejudice could be lessened or avoided by:
(A) protective provisions in the judgment;
(B) shaping the relief; or
(C) other measures;

(3) whether a judgment rendered in the person's absence would be
adequate; and

(4) whether the plaintiff would have an adequate remedy if the action were
dismisseddr nonjoinder.

Fed. R. Civ. P. 1&)(b). “A Rule 19 inquiry is bifurcated.”_Guthrie Clinic, Ltd. v. Travelers

Indem. Co. of Ill., 104 F. App’x 218, 221 (3d Cir. 2004). First, under Rule 19(a), a court asks

whether a party is necessary to an actidullett Prebon PLC v. BGC Partners, Inc., 427 F.

App’x 236, 239 (3d Cir. 2011).1f a party is deemed necessary, then joinder must occur if

feasible. Id. However, if “the addition of a necessary party would divest a court of subjec

21



matter jurisdiction,then a courtmust determine whether in ‘equity and good conscience’ the
action should proceed without a party, or whether the action should be dismissed, ‘tite abse

person thus regarded as indispensabl&dtithrie Clinic, Ltd, 104 F. App’x at 221 Accordingly,

a finding of indispensability under Rule 19(b) necessitates dismissalctoofasubject matter
jurisdiction. Id.

Defendant argues that Unitedas indispensablgarty that would divest the Court of
subject matter jurisdiction. (Doc. N&6 at 3540.) In contrast, Takeda asserts that United no
longer exists, that its successifinterestis nota necessargarty, and thatin the alternative, if
its successor is deemed a necessary panyng it would not destroy subject matter jutistion.
(Doc. No. 18 at 24-31.)

1. United Is a Necessary Party

United is a necessary party to thiggation. Under Rule 19(a), a court must first ask

whether a party is necessary to an actidallett Prebon PLC, 427 F. App’x at 23® party is

“necessary” if “in that person’s absence, the court cannot accord completamaigf existing
parties.” Fed. R. Civ. P. 19(a)(1)(A)lt is well-established that a party to a contract which is

the subject of the litigation is considered a necessaty.pavlattia v. Allstate Ins. Co.No. 14-

2099 2014 WL 2880302, at *5 (E.D. Pa. Jun. 24, 2014). “In a breach of contract claim, all
parties to the contract should ordinarily be joined.” Rashid v. Kite, 957 F. Supp. 70, 744E.D. P
1997).

Here, Taked, as the successwrinterest to Mutual, filed suit against Spireas for various
contractual andott claims, all of which relatt the License Agreemen{Doc. No. 1.) Mutual
and United, howeveentered intahe License Agreement(Doc. No. 1, Ex. A.) Both entities

were granted the right to license the patented liquisolid technology for the production of
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felodipine and propafenone. (Doc. No. 1, Ex. A.) In exchange for licensing rights, Matual
Unitedagreed to pay royalties tdygrosol. (d.)
Takeda seeks to litigate Mutuahd United rights under the License Agreemerfiee

Dickson v. Murphy, 202 F. App’x 578 (3d Cir. 2006) (holding that-jmned signatories to an

asset purchase agreement and an agreement to purchase a boat and boat slips weye necessar
parties under the joinder rule, in an action alleging various fraud, contract, ane@utasct

claims related to the agreement3pkeda aims to prove that felodipine and propafenone do not

use the patented liquisolidchnology to avoid royalty payments to Spse This obligation, if

found to bevoid, would have a substantidfect on United and Spireag-or example, a finding
implicating thatfelodipine and propofenone were not covered by Defendant’s patent could
adversely affect United.Similarly, a ruling in Takeda favor could cause Defendant to bear
multiple or inconsistent obligation®Jnited, therefore, is a necessary party that should be joined.

2. Joining United Would Destroy Subject Matter Jurisdiction
United isa necessargarty whose joinder will destroy subject matter jurisdictidhis
Court has subject matter jurisdiction over this action pursuant to 28 U.S.C. § 1332. (Doc. No. 1
1 3.) Section 1332 provides:
(a) The district courts shall haveiginal jurisdiction of all civil actions where the
matter in controversy exceeds the sum or value of $75,000, exclusive of interest
and costs, and is between—
(1) citizens of different States . .
28 U.S.C. § 1332)(1) For diversity purposes, a garation is a citizen of both its state of
incorporation and the state “where it has its principal place of business.” 28 U.S.C. §(1332(c)
Here,Spireas is “a citizen of Pennsylvania,” Takeda is “a citizen of Delaware arald|iand

“the amount in controversy exceeds $75,000.” (Doc. N¢. 3.) However, United is “a

Pennsylvania Corporation with its principal place of business at 1100 Orthodox Street,
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Philadelphia, Pennsylvania 19124.” (Doc. No.-11¢ 2.) United and Spireas are both
Pennsylania citizens. Tis if United is joined inthis action, the Court will be divested of
subject matter jurisdiction, arte action will be dismisseddowever, because Plaintiffileges
that United no longer exists, the Court must assess whether jointiesoccessein-interest is
feasible. (Doc. No. 18 at 2%°)

3. Since United No Longer EXxists, Its Successan-Interest
Mutual Delaware Must Be Joined

Takeda allegeshat United no longer existand that its successor-interest, Mutual
Delawaré! is anentity whose joinder will not destroy diversity jurisdiction.

Takedaclaimsthat, in 2012, United was merged into Mutual Delaware, which is owned
by Sun Pharma (Doc. No. 18 at 25.) According to Takeda, Mutual Delaware was created as part
of Takedas sale of “assets relating to generic felodipine and propafenone” to Sun Phhta. (

In other words, Mutual Delaware, Sun Pharma’s subsidiary, is now both the succasseest
to United and the owner of the assets relating to felodipine and propafenone, the two drugs at
issue in this case. TherefoMutual Delaware, like Uniteds necessary to this litigation

Accepting all of Plaintiff's factual allegations as true, joining Mutual Detawa this
litigation will not destroy subject mattgurisdiction. As previously stated, diversity of

citizenship jurisdiction requisecomplete diversity between the parties and that the amount in

19 As previously stated, if a party is required to be joined, but it is not feasible to jgpartlye
the Court mustin equity and good conscientelecide “whethethe action should proceed
among the existing parties or should be dismisdeed. R. Civ. P. 19(b). Because United no
longer exists, the Court need not reach the issue of whether it must join Unitedies dingsn
action.

11 Takeda states that Mutual Delaware “was created specifically as part of thedpbrate

transactions and is entirely separate from the Pennsylvania [c]logmoicdlled Mutual

Pharmaceutical Company, Inc. that signed the [License] Agreement[] anckdmierp

Takeda.” (DocNo. 18 at 25.)
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controversy exceeds $75,000. 28 U.S.C. § 1332(a)(1). Spireas is “a citizen of Pennsylvania,”
Takeda is “a tizen of Delaware and lllinois,” and “the amount in controversy exceeds $75,000.”
(Doc. No. 1 T 3.) In addition, “Mutual Delaware is incorporated in Delaware andtshas
principal place of business is New Jersey.” (Doc. No. 18 at 26.) e Siakeda and/utual
Delaware have aliverse citizenshipfrom Spireas, and the amount in controversy exceeds
$75,000, joiningMutual Delaware to this litigation will not destroy subject matter jurisdiction.
Therefore, Takeda will be required to join Mutual Delaware to this Case.

C. All Claims Except for Takeda’s Breach of Contract Claimin Count Il
Are Not Barred by the Statute of Limitations

Defendant asserts that all claims, except for Takeda’s breach of contractnc@omnt 1I
of the Complaint, are barred by thepéicable state statute of limitations. (Dd®. 16 at 41
43.) Takeda raisethe following claims against Spireas: fraud/misrepresentation in Count I,
breach of contract in Count Il, breach of the duty of loyalty in Count Ill, breafttiugiary duty
in Count IV, conversion in Count V, and money had and received in Count VI. (Doc. No. 1.)

A motion to dismiss may be granted if “the time alleged in the statement of a claim show
that the cause of action has not been brought within the statute of limitatidikidmson v.

City of Philadelphia, 169 F. Supp. 3d 630, 633 (E.D. Pa. 2016)J&ttiel v. Jendoco Constr.

Corp, 570 F.2d 1168, 1174 (3d Cit978)). Pennsylvania imposes a twear statute of

limitations on tort claimd® 42 Pa. Const. Stad. 5524. Generally, “Pennsylvania favors strict

12 If it is later revealed that Mutual Delaware is a Pennsylvania citizen, the @itliuidismiss

the action for lack of subject matter jurisdiction. Additionally, if the Court isrméd that
United continues to exist and is the proper party toijoime suit, the Court will reconsider
its ruling on Plaintiff’s failure to join an indispensable party under Fédeule of Civil
Procedure 19.
13" Conversely, a fouyear statute of limitations applies to breach of contract claimsPa42
Const. Stat. § 5525.
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application of statutes of limitationsN.Y. Cent. Mutual Ins. Co. v. Edelstein, 637 F. App’x 70,

72 (3d Cir. 2016]internal quotatioomarksomitted)

However, “[tlhe doctrine of fraudulent concealment tolls the running of the liontati
period in Pennsylvania when the defendant, throughinglependent act of affirmative
concealment, causes the plaintiff to relax his vigilance or deviate from hisafighquiry

through fraud or concealment.” Arndt v. Johnson & Johnson, 67 F. Supp. 3d 673, 678 (E.D. Pa.

2014). Rather than requiring actual knowledge, fraudulent concealment onlyhllgnitations
period until the plaintiff should have been aware of the injury or its cddséciting Urland By

and Through Urlad v. MerrelDow Pharm.Inc. 822 F.2d 1268, 1274 (3d Cir. 1987)).

Here, Defendant contends that Plaintiff could have learned ofrjuey—i.e., that the
drugs did not use the patertmore than seventeen years ago when Defendant provided formal
reports to Plaintiff about the drugs. (Doc. No. 18h) Defendant also contends that Plaintiff
could have learned of the injury when it filed the state court proceeding morsixhasars ago.
(Id.) These contentions, however, igathe fact that Takeda has plétht Spireas fraudulently
concealed iformation about the drugs until as late as 2016.

Takeda argues that the two year statute of limitations for tort claims shotdtieloeuntil
it received notice that Spireas did not use the patented liquisolid technology efottipihe and
propafenoe formulations. (Doc. No. 18 at 36.) Accepting all of Plaintiff’s allegatisrisug at
the motion to dismiss stag@jg Court agrees.

On October 23, 2014, Spireas testified before the Tax Court and allegedly statbd that
felodipine and propafenone formulations did not contain the patentedoliqutechnology.
(Doc. No. 11 64.) Although it attempted to obtain the Tax Court testimony sometime in 2015 in

the state court proceedings, “Spireas refused to turn over his testimony in respbhdeal’s
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discovery requests.”Id. 1 80.) Therefore, Takeda did not receive notice of the contents of his
testimony until the Tax Court published its memorandum on August 24, 2Q#6.Y 69.)
Approximately six months later, on January 31, 2017, Takadatéd this action. 1(.) Since
Takeda filed suit within two yesiof learning of Spireas’s testony, the statute of limitations
does not bar its tort claims here. Thus, Defendant’s MotionigmiBs for failure to file within
the statute of limitatios will be denied.

D. All Claims Except for Takeda's Breach of Contract Claim in Count Il and

Money Had and Received Claim in Count VIAre Barred by the Gist of the
Action Doctrine

Defendant contends that all claims, except for Takeda’s breach of cataiacin Count
I, are barred by the gist of the action doctrifie(Doc. No. 16 at 435.) As noted, Takeda
raisesthe following claims against Spireas: fraud/misrepresentation in Counteadgctbrof
contract in Count Il, breach of the duty of loyalty in Count Ill, breach of fiduciary duBount
IV, conversion in Count V, and money had and received in Count VI. (Doc. No. 1.)

The gist of the action doctrine exists to “maintain the conceptual distinction Ibetwee

breach of contract claims and tort claimKZB Commc'ns Inc. v. CBE Techd4.LC, 634 F.

App’x 908, 910 (3d Cir. 2015) (quoting eToll, Inc. v. Elias/Savion Advert., Inc., 811 A.2d 10, 14

14 Defendant also asserts in the Motion to Dismiss that all claims, excéfaiietda’s breach of
contract claim in Count Il, are barred by the economic loss doctrine. (Doc. No. 16 at 43.)
The gist of the action and the econonpbss doctrines are similar. The economic loss
doctrine “prohibits plaintiffs from recovering in tort economic losses to whiclir the
entitlement flows only from contract.Werwinski v. Ford Motor Co., 286 F.3d 661, 671 (3d
Cir. 2002) (internal quotation marks omitted). Its purpose is to “maintain theatepa
spheres of the law of contract and torDuquesne Light Co. v. Westinghouse Elec. C@p.

F.3d 604, 620 (3d Cir. 1995n{ernalquotation markand bracketemitted). The economic

loss doctine “developed in the context of courts’ precluding products liability tonnslan

cases where one party contracts for a product from another party and the product
malfunctions, injuring only the product itselfBohlerUddenholm Am., Inc. v. Ellwood

Grp., Inc, 247 F.3d 79, 104 (3d Cir. 2001) (internal quotation marks omitted). The gist of the
action doctrine is “a better fit” for a nggroducts liability caseld. at 104 n.11. As such, the
Court will analyze Plaintiff’s claims under only the gisttloé action doctrine.
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(Pa. Super. Ct. 2002)Underthe gist of the action doctrine, a tort claim, which is based on a
party’s actions whilearrying out a contractual agreement, “is barred when the gist or gravamen
of the cause of action . . . although sounding in tort, is, in actuality, a claim agaipattthéor

breach of its contractual obligationsDowns v. Andrews639 F. App’x 816, 819 (3d Cir. 2016)

(omission in original) (quoting Bruno v. Erie Ins. Co., 106 A.3d 48, 53 (Pa. 2014)).

In determiniig whether theloctrine appliesa court must identify theature of theduty
breached.ld. The nature of the duty “is the ca#ll determinative factor” as to “whether the
claim is truly one in tort, or for breach of contractd. (quoting_Bruno 106 A.3d at 68).The
nature of the dutyis “established by the underlying averments supporting the claim in a
plaintiff's complaint.” Brung, 106 A.3d at 68. As such, the substance of a plasmaffegations
“are of paramount importance, and, thus, the mere labeling by the plafrdiftlaim as being a
tort . . . is not controlling.”Downs 639 F. App’x at 819 (omission in original) (quotiBguno,

106 A.3d at 68).

If the facts alleged demonstrate that the duty breached was one created by the terms of
the parties’ contract, then the claim is one for breach of contBremo 106 A.3d at 68.Put
another waythe claim is one for breach of contract if the duty is a promise to do something that
the party would not have been obligated to do but for the contichcin contrast, the claim ia
tort if the facts establistithat the claim involves the defendant’s violation of a broader social
duty owed to all individual which is imposed by the law of torts and, hence, exists regardless of
the contract.”ld. To state dort claim where a contract exists, the wrong alleged must be the gist
of the action, with theontract only incidentalld. at 66. Against this backdrop, the Court will

address each of Plaintiff's claims in turn.
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1. Takeda’s Fraud/Misrepresentation Claim Is Barred by
the Gist of the ActionDoctrine

In Count I, Takedacontends thabefendant engaged in fraud and misrepresentation when
he represented tMutual that felodipine and propafenone were promising candidates for use of
his liquisolid technology and that Mutual showdvelopthese generi@rugspursuant to the
License Agreerant. (Doc. No. 1 1 87.Yakeda arguethat thiswas the reason Mutual agreed to
pay royalties for the two drugsld( 1 89.) Takedafurtheralleges that Defendant represented to
Mutual that the drugs did in fact use the liquisolid technologd. ( 92.) Defendantsubmits
thatthis claim should be dismissed under the gist of the action doctrine. (Doc. No. 16 at 43.)

The gist of the action doctrin@ecludes tort claims:

(1) arising solely from a contract between the parties; (2) where the duties

allegedly breached were created and grounded in the contract itself; (3) where the

liability stems from a contract; or (4) where the tort claim essentially duplicates a

breach of contract claim or the success of which is wholly dependent on the terms

of a contract.

KZB Commc'ns Inc., 634 F. App’x at 910 (quotiedoll, Inc, 811 A.2d at 19). As such, the gist

of the action doctrine bars “fraud in the performance of a contrétt.(quotingeToll, Inc, 811

A.2d at 20).

In KBZ Communications, In¢.a seller of video conference equipment entered into a

purchase agreement with a customkgt. at 909. Seller performed under the contract, but the
customer failed to payld. In its complaintseller alleged that it continued to perform based on
the customer’s promises to pay, and that the customer engaged in fraudindeuational
misstatementt induce continued performancil. The Court held that selleridaim for fraud
and misrepresentation was barred by the gist of the action docldnat 911. Whatthe seller
was trulyalleging was that “the formation of the contract was, itself, the original probkafam

asit represented a promise of payment that has not been fulfilled, and any subsezgieveré
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mere reiterations of the promideat the contract createdld. Because the contraestablished
the duty and not any principle of tdaw or social policy, the gist of the action doctrine applied.

Id.; see als®owns 639 F. Appx at820-21 &ffirming dismissal of fraud claim under gist of the

action doctrine, and reasoning thithe primary basis for plaintiff's allegation of fraud was
defendant’s nonperformance and not a separate societal duty that may existcasehlgr

Takeda argues that itsafud claim derives from breaches of social duty that go beyond the
obligations of the contract. (Doc. No. 18 at 40his Court, howeveis required to determine
the natire of the duty breachdmny examining“the underlying averments supporting the claam
a plaintiff's complaint.” Brung 106 A.3d at 68.The Complaint includes no factual averments
demonstrating that Defendant breached any social duty beyond the obligations of the.contra
In fact, Takedds factual averments demonstrate that the duty breached was indeed created by the
contract. Takeda asserts that Defendant’s false representations induced Mutual to pay him
“millions of dollars in royalties under the [License Agreemén{Doc. No. 1  97.) Thus, the
liability alleged stems from the contract itseklere, the alleged lies were “mere reiterations of

the promise that the contract createdkBZ Commc’ns, Inc., 634 F. App’x at 911n sum, the

crux of Takeda’'s fraud allegation is that Defendant falsely represeheg his liquisolid
technology wa used. This obligation to use tiguisolid technologywas part and parcel of the
contract itself. For this reason, the Court wilsrdissthe fraudmisrepresentation alleged in
Count | under the gist of the action doctrine.

2. Takeda’s Breach of the Duty of Loyalty andBreach of Fiduciary Duty
Claims Are Barred by the Gist of the Action Doctrine

Breach offiduciary duty andoreach othe duty of loyalty claire arebarred by the gist of
the action doctrine if the duty alleged is grounded in the obligations of a conBemivn &

Brown, Inc. v. Cola, 745 F. Supp. 2d 588, 620 (E.D. Pa. 20B0).many obligations that arise
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under a fiduciary duty, such as a duty of loyalty, are imposed “as a masieciaf policy’ rather

than ‘by mutual consensus.’Td. (quoting_BohlerttJddenholm Am., Inc. v. Ellwood Grp., Inc.

247 F.3d 79, 105 (3d Cir. 2001)Y-hese social policies deavifrom the law of torts rather than
from the terms of the parties’ contradd. As a resultaslong as the fiduciary duties at issue
extend beyond the limits of a “contract due to the parties’ relative positionsstiad tiie action

doctrine will not bar a claim for breach of loyaltyOrthovita, Inc. v. ErbeCiv. A. No. 072395,

2008 WL 423446, at *8 (E.D. Pa. Feb. 14, 20@#ation omitted)
In contrast, “breach of fiduciary duty claims are barred by the gist of tla atddrine
if there are ‘no allegations of breach of fiduciary duty or duty of loyalty thastend or exist

outside the parties’ contractual agreemenf8€Puy Synthes Sales, Inc. v. Globus Med.,, Iic.

F. Supp. 3d- 2017 WL 1493365, at *6 (E.D. Pa. 2017) (quoting Certainteed Ceilings Corp. V.

Aiken, Civ. A. No. 143925, 2015 WL 410029, &8 (E.D. Pa. Jan. 29, 2015))Importantly,
courts must be cautious when determining whether to dismiss a claim based @t tighg
action doctrine because parta® permitted to plead theories of liability in the alternatv&G

Ins. Servs., Inc. v. Bacoiv. A. No. 2:16¢v-01024,2016 WL 6901332, at *7 (W.D. Pa. Nov.

22, 2016).

I. Takeda’s Breach of the Duty of Loyalty Claim Is Barred by
the Gist of the Action Doctrine

In Count Ill, Takeda contends that Defendant breached his duty of loyalty tmMstits
Vice President of Research and Development by falsely representing talMbo&t the
felodipine and propafenone formulations developed under Defendant’s supervisiorovezesic
by the patents. (Doc. No. 1 at 21.) Defendarfimits that this claim isarred by the gist of the

action doctrine because it replicates Takeda’s claim for breach of@ontiac. No. 16 at 43.)
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Here, Takeda merely allegdbat Defendant falsely represented that felodipine and
propafenone used the patented liquisolid technology and “enrich[ed] himself at Blutual’
expense.” (Doc. No. 1 1 1087he duty that Takeda alleges Defendant breached was grounded
in the obligations of the License Agreement. That is, Defendant had a duty,dvaes terms
of the License Agreemento developdrugs with the liquisolid technologgnd to supervise the
development of these drugs.ld.(ff 2527.) These obligations were formed by a mutual
consensus between Takeda and Defendant, and were not imposed “as a matter of sgcial poli

Brown & Brown, Inc, 745 F. Supp. 2d at 64Quoting_BohlerJddenholm Am., In¢.247 F.3d at

105). The fiduciary dutes at issue here therefate not extend beyond the limits of the contract,
and Takeda has alleged no duty that transcends the License Agreement.

Takeda contends that the instant case is simildiSi@ Insurance Services, Inc. v. Bacon

Civ. A. No. 2:16<v-01024, 2016 WL 6901332 (W.D. Pa. Nov. 22, 20168)that Defendant’s
fiduciary duties went beyond those set forth in the License Agreement. Xipod8 at 3%40.)

In USG Insurance Services, Indefendant was a regional manager, whose emplotymas

subject to a confidentiality and noncompetition agreement. 2016 WL 6901332, afhel.
agreement provided that defendant would not disclose confidential information, that he would
return any such information should he leave the company, and that he would not cortipete wi
the company for one year after his employment entkbd.

Following defendant’s resignation, the company brought suit against defendayimgalle
among other claims, breach of fiduciary dulg. at *6. Defendant moved to dismiss the breach
of fiduciary duty claim under the gist of the action doctrine as duplicative of tleehE
contract claim. Id. at *7. The court declined to dismiss the breach of fiduciary duty claim

explaining that the complaintcluded “a plethora of factual allegations demonstrating how
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[defendant’s] position with [the company] gave rise to fiduciary duties depana apart from
[defendant’s] obligations under the Agreemenid. at *9. The court noted that, although there
was “substantial overlap” between the company’s breach of contract and bredcitiafy duty
claims, the complaint contained enough distinct facts to give it “a legaldsgmsate and apart”
from the employment contractd.

Here, unlike inUSG Insurance Services, In¢the Complaint does not contain sufficient

factual allegations to demonstrate how Defendant’'s position gave rise to a dayalof that
was separate and apart from his obligations under the License AgreefemtComplaint
merdy alleges that “[a]s a senior executive and officer of Mutual, [Defehdaved a duty of
loyalty to Mutual.” (Doc. No. 1 1 107.) Beyond this sole allegation, Takeda’'stboddloe duty
of loyalty allegation focuses exclusivebyn his obligations undehe License AgreementFor
this reason, the Court finds that the breach of the duty of loyalty ala@ount Il is barrel by
the gist of the action. Accordingly, the Court vdismiss this claim.

i. Takeda’s Breach of Fiduciary Duty Claim IsBarred by
the Gist of the Action Doctrine

In Count IV, Takedaassertdhat Defendant, as Mutual’s Vice President of Research and
Development,‘breached his fiduciary duty by representing to Mutual that the felodipine and
propafenoneformulations developed under his supervision used the patented liquisolid
technology when in fact they did not(Doc. No. 1Y 114.) In response, Defendant submits that
this claim replicates claim for breach of corgct and thus is barred by the gist of the action
doctrine. (Doc. No. 16 at 43.)

As previously stated, elaim for breach of fiduciary duty “is barred byetlgist of the
action doctrine ifthe fiduciary duty alleged is grounded in contractual obligationBg€Puy

Synthes Sales, Inc2017 WL 1493365at *6 (internal quotation marks omitted)n Certainteed
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Ceilings Corp. v. Aikenthe claim of the plaintiff employerfor breach of fiduciary duty was

barred by the gist of the action doctrine becatle duty of the defendant employeeas
“grounded in his contractual obligations2015 WL 410029at *11 (brackets omitted) There,
defendant had signed a noncompete employment contract, which prohibited him frasirdiscl
confidential information.ld. at *1. After resigning, defendant secured employment with a direct
competitor. 1d. Plaintiff brought suit for breach of contract and breach of fiduciary duty, among
other claims, alleging that defendantatiised orwould disclose confidential informationld.
Defendant filed a motion to dismiss alleging, among other defenses, thattiarfrdduty claim

was barred by the gist of tlaetion doctrine.ld.

The court heldhat the breach of fiduciary duty claim was barred by the gist of the action
doctrine, reaoning that the claim was “nothing more than a restatement of [plaintif€athrof
contract claim.” Id. at *11 (internal quotation markand bracket®mitted). Indeed, plaintiff's
fiduciary duties were “inextricably tied to the terms of [@sploymen contract]” Id. at *10.

The court noted that the complaint only identified one type of conduct that violated atefend
fiduciary duties—the disclosure of confidential informatiod. This conduct was also alleged
to be a breach of the employmepntractanddid not “transcend or exist outsidef plaintiff’s
obligations under the employee agreememdl. at *11 (internal quotation marks omitted).
Insteadit was “imposed by mutual consensu$d. (internal quotation marks omitted).

Here, Takeda argues that its breach of fiduciary duty claim is “based on the duties
associated with [Defendant’s] role as an officer and trusted employee of MufDalc. No. 18
at 39.) It further contends that “[tjhese breaches of a social duty, indepehtiemtreaches of
the [License Agreement], give rise to claims that are not barred under thef ¢et action

doctrine.” (d.) On the face of the Complaint, howev&akedaalleges no factto support the
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contention that Defendant breached a duty thatanscends or exists outside the parties’

contractual agreementsDePuy Synthes Sales, Inc2017 WL 1493365, at *6 (quoting

Certainteed Ceilings Corp2015 WL 410029, at *8). Takedamerely alleges that Defendant

represented to Mutual that the drugs developed under his supervision “used the patented
liquisolid technology when in fact they did not.” (Doc. No. 1  11Zhis allegationis a
restatement of Takeacontract claimand therefore is barred by the gist of the action doctrine

For this reagn, Takeda’s claim for breach of fiduciary duty in CouniM be dismissed.

3. Takeda’s Conversion Claim Is Barred by
the Gist of the Action Doctrine

Takedaalso has brought a claim aonversionin Count V, arguing thatDefendant
“intentionally, willfully, and unlawfully interfered with, converted, misappiafed, and diverted
millions of dollars belonging to Mutual that it paid [Defendant] in royalties that, tunabiy, it
did not owe.” (Doc. No. 1 1 117 pefendant responds that the conversion claim is barred by the
gist of the action doctrine as duplicative of Takeda’s breach of conteact. c(Doc. No. 16 at
43))

Conversion is “the deprivation of another’s right of property in, or use or possession of, a

chattel, withoti the owner’s consent and without lawful justificationBrown & Brown, Inc,

745 F. Supp. 2d at 622 (internal quotation marks omittédjhen the facts alleged in the
complaint “reveal merely a damage claim for breach of contragldintiff has not pleda
colorable claim for conversiond. (internal quotation marks omittedConversion claims have
beendismissed where “the alleged entitlement to the chattel arises solely from thectcontra
between the parties.ld. (citation omitted).

In Harold ex ré Harold v. McGannplaintiff sued defendantlleging breach of contract

and tort claims arising from a patent sale. 406 F. Supp. 2d 562, 564 (E.D. Pa. RRO)ff
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alleged that defendant fraudulently induced him to sell defendant a patent abdetidred the
contract governing thpatentsaleand assignmentld. at 56465. Included in the agreement was
the promise that defendant would pay plaintiff royalties on the sale plateated productld.

at 565. Plaintiff alleged thatfter entering into the agreemehg was not paid the royalties to
which he was entitled on the patented produatsd that defendant made various
misrepresentations regardingesal Id. at 567-58. Defendant moved to dismiss plaintiff's tort
claims, induding his conversion claim, under the gist of the action doctiohe576-77.

The court concluded that the conversion claim was barred by the gist of the action
doctrinebecause plaintiff’s “right to the royalties at issue ar[ose] under thigamb.” 1d. at 577.
Indeed, “were it not for the [contract], defendants would not owe [p]laintiff anyegnanall.”
Id. Because plaintiff’s tort claims arose out of defendant’s alleged breadniwlctual duties,
the court held that those claims were babredhe gist of the action doctrindd.at 576;see also,

e.g, Endless Summer Prods., LLC v. Mirki@iv. A. No. 156097,2016 WL 807760, at *3 (E.D.

Pa. Mar. 2, 2016) (dismissing conversion claim under gist of the action doctithesasoning
that theclaim was based only on the breach of a duty imposed by the contract rather than a social

duty), Bengal Converting Servs., Ing. Dual Printing, Ing. Civ. A. No. 1:6375,2012 WL

831965, at *4 (E.D. Pa. Mar. 13, 2012) (holding that gf the action doctrine applied to claim
of conversion because the claim was grounded solely in defendant’s failure illoitgulf
obligations under the contract).

In the instant caséllakeda contends that its conversion claim should not be diginisse
under the gist of the action doctrine because it “has alleged fraud distinct §rarantiract
claim.” (Doc. No. 18 at 40.Here, however, the facts alleged in the Complaint “reveal merely a

damageclaim for breach of contrac¢t. Brown & Brown, Inc., 745 F. Supp. 2d at 622 (internal
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guotation marks omitted)Takeda alleges that Defendant made fraudulent misrepresentations as

to whether the patent covered the two drugs. But just &kiold ex rel. HaroldPlaintiff’s

alleged “right to the royaltiesriges under the contratt.406 F. Supp. 2d 562, 577 (E.D. Pa.
2005). Were it not for the License Agreement, no allegation would exist that Defewaant
obligated to return tdllaintiff the royaltiespaid to him. Because Plaintiff's conversion claim
arises out of Defendant’s alleged breach of the License Agreement, the conwiagiom
Count Valsois barredoy the gist of the action doctrine and will be dismissed.

4. Takeda’'s Money Had and Received Claim ISNot Barred by
the Gist of the Action Doctrine

Finally in Count V| Takedaalleges a claim for money had areteivedbecauseMutual
made royalty payments to Plaintiff for sales of felodipine and propafencsed ban the
erroneous belief that the products were covered by the License Agreeient.Ne. 1 1 123.)
Takeda alleges that the formulations for the drugs vemteially confidential information
belonging to Mutual, “free of any royalty obligation” under the License Agese. (d. 1 124.)
Based on thiscontention, Takeda argues that it “would be inequitable, unjust, and
unconscionable to allow [Defendant] to retain the royalty paymer(isl.”{ 125.) Defendant
contendsthat themoney had and received claim is barred by the gist of the action doctrine.
(Doc. No. 23 at 13.)

“A claim for ‘money had and received’ is a common law action ‘by which the gfainti
could recover money paid to the defendant, the money usually beingnaddeveecause (1) the
money had been paid by mistake or under compulsion, or (2) the consideration was

insufficient” Springfield Twp. v. Mellon PSES Bank, 889 A.2d 1184, 1185 (Pa. 2005)

(quoting Action for Money Had and ReceiveBlack’s Law Dictionary 29 (10th ed.2014). A

claim for money had and received sounds in implied, or epgagract. Sterling V.
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Redevelopment Auth. of the City of Phjl&iv. A. No. 162406,2011 WL 3204845, at *6 (E.D.

Pa. July 28, 2011).

Defendant has provided no binding precedent, andbist is not aware of any, which
holds thata cause of action for money had and received should be dismissed urgist dfi¢he
action doctrine. Courts in other districts, however, have declined to apply the tjstaxtion

or the related economic loss doctrine to claims for money had and rec&gede.g.Hanover

Ins. Co. v. CarrolICiv. A. No. 1:13cv-01802,2014 WL 5472520, at *fN.D. Ga. Mar. 5, 2014)

(explaining that the economic loss rule applies only to tort claims and is not applicaidn

tort claims for money had and receiveHpllander v. Zitg Civ. A. No. 1:cv-00499,2011 WL

5834688, at *6 (D. Colo. Nov. 21, 201(Meclining to dismiss action for money had and received

under the economic loss ruldK RollerArchitects L.L.C. v. Tower Invs., Ing¢ No. 02778,2003

WL 1848101, at *1 (Phila. Cty. C.C.P. Mar. 17, 2003) (declining to dismiss unjust enrichment
claim under gist of the action doctrine becatisghis doctrine does not apply to causes oibact
based upon implied or constructive contracts, but rather only applies t9.toftkerefore,
because no precedent exists for dismissing the claim for money had and receédeaht VI

under the gist of the actiamoctrine,and it does not appear thie doctrine would otherwise
apply to this kind of actiorDefendant’s Motion to Dismiss this claim will be denied

E. Takeda’'s Remaining Claims Will Not Be Digmissed atThis Stage
for Failure to State a Claim

Last, Defendant contends th&laintiff's claims should be dismissed because the
allegations alleged ithe Complaint are implausible. Having found that the gist of the action
doctrine bars Plaintiff’s claims fofraud/misrepresentatiom Count I, breach of the duty of
loyalty in Count Ill, breach of fiduciary dutin Count IV, and conversiom Count \ the Court

need not address the plaustibf these allegationsTherefore, the Court will only addretse
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plausibility ofthe breach of contract ata in Count Il and thenoney hd and receivedlaim in
Count VI.

1. Takeda’'s Breach of Contract Claim Will Not Be Dismissed
for Failure to State a Claim

Defendant contends that Takeda’'s breach of contract dair€ount | should be
dismissed because the allegations in the Complainingokausible and cannot withstand a
motion to dismiss. (Doc. No. 16 at 23J)nder Pennsylvania law, to state a claim for breach of
contract, Plaintiff must plead: “(1) the existence of a contract, includingstngal terms; (2)
the defendant’s breaatf duty imposed by the terms; and (3) actual loss or injury as a direct

result of the breach.” _Angino v. Wells Fargo Bank, N.A., 666 F. App’x 204, 207 (3d Cir. 2016)

(citing Ware v. Rodale Press, In&@22 F.3d 218, 225 (3d Cir. 2003))An enforceable ontract

exists where the parties reached a mutual agreement, exchanged considecsen fath the

terms of their bargain with sufficient clarityGilmour v. Bohmueller, Civ. A. No. 04-2535, 2005

WL 241181, at *9 (E.D. Pa. Jan. 27, 2005) (citBiddle v. Johnsonbaugh, 664 A.2d 159, 163

(Pa. Super. Ct. 1995)).

Here, Taked#&as plausibly plea claim for breach of contract. First, Takeda has thled
existence of the License Agreement, including its r@sdeterms, and has attached the
Agreemento the Complaint as Exhibit A. (Doc. No. 1, Ex. ASecond,Takeda allegeshat
Defendant had an obligation under the License Agreement to supervise the developiiment of
drugs that utilized the liquisolid technologyld.  101) Takeda further plets that Mutual,
United, and Hygrosol “unanimously selected generic felodipine and propafenone for
development” as products covered by the patert.) (Defendant allegediyoreached his
obligation to supervise the development of these drugs becausevelpedfelodipine and

propafenondormulationsthat were not covered by the patentd. | 102) Takeda alleges that
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instead, the felodipine and propafenone formulations were Mutual’'s confidential @timnm
(Id. 1 103) As such, Defendant used this confidential information for his personal benefit by
falsely charactering the formulations asovered by the patent, subjecting them to royalty
payments under the License Agreemeid.) (

Third, Takeda alleges that it sufferatbss as a direct result of Defendant’s actions in an
amount “including at least all of the royalties that it paid under the [Licensedgrg].” (1d.
105.) Accepting all of Takeda’s factual allegations as tagthe Court mustakedahas pleca
plausible claim oforeach of contract, andefendant’s Motion to Dismiss with respectttos
claim will be denied

2. Takeda’'s Claim for Money Had and Received Will NotBe Dismissed
for Failure to State a Claim

Defendant contends that Takedaisney had and receivexhim in Count VIshould be
dismissed because is implausible (Doc. No. 16 at 25.) As previous$fated, a claim for
money hadand received is a quasiontractual claim. Under Pennsylvania law, a claim for
money hadnd received,

entitles a party toelief where money is wrongfully diverted from its proper use

and that money subsequently falls into the hands of a third person who has not

given valuable consideration for ithe cause of action fails, however, where the

recipient of the money has given consideration in exchange for the funds and is

unaware that the money was procured by fraudulent means.

S. Kane & Son Profit Sharing Twv. Marine Midland BankNo. Civ. A. 957058, 1996 WL

325894, at *7 (E.D. Pa. June 13, 199¢dioting Solomon v.Gibson 614 A.2d 367, 369 (Pa.

Super. Ct. 1992)). As noted, a plaintiff is entitled to recover money paid to a defendaint if “
the money had been paid by mistake or under compulsion, or (2) the consideration was

insufficient.” Frenkel v. BakerCiv. A. No. 135880,2014 WL 5697449, at *10 (E.D. Pa. Nov.

4, 2014) (quotingpringfield Twp, 889 A.2d at 1186 n.2).
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Here, Takeda has alleged that “Mutual paid royalties on sales of generic felodipine and
propafenone to [Defendant] . . . based on the erroneous belief that the formulations” used the
patented technology as required by the License Agreement. (Doc. No. 1 fnk28ad, Takeda
assertghat the two drug formulations were confidential informato@longing to Mutual, which
were free of any royaltyobligation under the License Agreementd. ( 124.) As a result,
Takeda arguethat “[i]t would be inequitable, unjust, and unconscionable to allow [Defendant] to
retain the royalty payments.(Id. 1 125.) Based on these allegations, Takeda has plausibly
alleged that money was wrongfully diverted to Defendant where Mutual, Takedalecessor,

did not receive valuable compensation for Acceptingthe facts alleged in the Complaint as
true Takeda has pled dausible claimfor money had and receivad Count VIto withstand a
motion to dismiss

F. Leave to Amend the Complaint Will Be Granted

Takeda requestgave to amend its Complaint. (Doc. No. 18 at 43.) In support of this
request Takeda asserts that it has not previously amended its Complaint, an amendment would
not result in prejudice to Defendant, and amendment would not be futd®. This Court
agrees.

Federal Rule of Civil Procedure 15 providdst “[a] party may amend the party’s
pleading once as a matter of course any time before a responsive pleading has beén served
Fed. R. Civ. P. 15(a). In additioa,court should “freely give” leave to amend pleadings “when
justice so requires.” Fed. R. Civ. P. 15(a)(2). Indeed, “a court must permit a&eurat

amendment, unless an amendment would be inequitable or fuglellips v. Qy. of Allegheny

515 F.3d 224, 236 (3d Cir. 200&®eeWilmington Fin., Inc. v. Am. One Fininc,, Civ. A. No.

06-5559,2007 WL 2221424at *3 (E.D. Pa. July 31, 2007) (dismissing plaintiff’s fraud claim

under the gist of the action doctrine, but granting leave to arftencheet the particularity
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requirements of Rule 9, and establish (if possible) that its tort claims are cbliatémabreach
of contract claim”)

In the instant cas@akedahas not amended its Complaint, and leave to amend may not
be futile here.Takeda’s claims for fraud/misrepresentation, breach of the duty of lolgediych
of fiduciary duty, and conversion weresgiissed under the gist of the actoctrine because
Takeda failed tgleadfacts sufficient to establish that its tort claims were collateral to its breach
of contract claim. Takedavill be given the opportunity to pldaactssufficientto support each
of itstort claimsand b show that its tort claims aoellateral to the breach of contract claim

V. CONCLUSION

For the foregoing reasons, the Motion to Dismiss (Doc. Npwil6 be granted in part
and denied in partand Plaintiff will be granted lea to file an Amended ComplaintAn

appropriate Order follows.
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