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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MISSOURI
EASTERN DIVISION

LC FRANCHISOR, LLC, and )
LC CORPORATE, LLC, )
)
Plaintiffs, )

) Case No. 4:15-cv-00383 JCH
V. )
)
VALLEY BEEF, LLC, )
)
Defendant. )

MEMORANDUM AND ORDER

This matter is before the Court on Defendant Valley Beef LLC’s Motion to Dismiss
Plaintiff’s First Amended Complaint. (Motion, ECF No. 10). The Motion has been fully briefed
and is ready for disposition.

BACKGROUND

Plaintiffs LC Franchisor, LLC and LC Corporate, LLC (collectively “Lion’s Choice™)
initiated this action by filing a complaint in this Court. (ECF No. 1). They later amended the
complaint, and that amended complaint (the “Complaint”) is now operative. (Complaint, ECF
No. 8). Prior to Lion’s Choice’s filing of this action, Valley Beef had initiated an action in the
Circuit Court for St. Louis County, Missouri. (VB Petition, ECF No. 11-1). Lion’s Choice then
removed that state action to this Court, and the removed action was assigned Case No. 4:15-cv-
00563 JAR. (Removal Notice, No. 15-cv-563, ECF No. 1). The removed action was consolidated
with this case upon motion by Lion’s Choice. (Consolidation Order, ECF No. 18).

The Complaint explains that “[t]his action arises out of a franchise agreement [(the

“Franchise Agreement”)] to operate Lion’s Choice® restaurants entered into by and between LC
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Franchisor” and Valley Beef. (Complaint 9 1). “After entering into the Franchise Agreement,
[\alley Beef] provided financial documents demonstrating that it was insolvent, thus triggering
Lion’s Choice’s contractual right to terminate the Franchise Agreement and to preclude [Valley
Beef’s] continued use of Lion’s Choice’s copyrights and trademarks.” ld. Lion’s Choice also
allege that Valley Beef breached the Franchise Agreement in five other ways. Id. { 2. Based on
these events, which the Complaint discusses in detail, Lion’s Choice bring ten counts against
Valley Beef. Three counts relate directly to the Franchise Agreement—one for a declaration that
Valley Beef breached the Agreement, one for a declaration that Lion’s Choice properly
terminated the Agreement, and one for breach of the Agreement. Id. at §{ 77-105. The Complaint
also contains counts of copyright infringement, trademark infringement, and other violations of
the Lanham Act. Id. at 1 106-146. Based on these claims, the Complaint seeks remedies
provided under the relevant federal statutes. Id. at pp. 28-30.

Valley Beef has moved for dismissal of Lion’s Choice’s Complaint under Fed. R. Civ. P
12(b)(1).

DISMISSAL UNDER FED. R. CIV. P. 12(B)(1)

Rule 12(b)(1) allows federal courts to dismiss for “lack of subject-matter jurisdiction.” Id.
In ruling on a motion under Rule 12(b)(1), a district court “must accept all factual allegations in
the pleadings as true and view them in the light most favorable to the nonmoving party.” Great
Rivers Habitat Alliance v. Fed. Emergency Mgmt. Agency, 615 F.3d 985, 988 (8th Cir. 2010)
(quoting Hastings v. Wilson, 516 F.3d 1055, 1058 (8th Cir. 2008)). The parties seeking to invoke
federal jurisdiction, in this case Lion’s Choice as Plaintiffs, have the burden “to establish
jurisdiction by a preponderance of the evidence.” Newhard, Cook & Co. v. Inspired Life Ctrs.,

Inc., 895 F.2d 1226, 1228 (8th Cir. 1990).
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DISCUSSION

Valley Beef suggests the Court lacks subject-matter jurisdiction over Lion’s Choice’s
Complaint for two reasons. First, Valley Beef maintains that, although Lion’s Choice alleges
copyright and trademark infringement, the Complaint is better understood as one sounding in
contract. Since the thrust of the Complaint therefore involves state law, according to Valley
Beef, the Court lacks jurisdiction. Valley Beef’s second contention is that Lion’s Choice’s claims
do not satisfy Article III’s “case or controversy” requirement because they are not ripe for
decision.

1. Whether the Complaint “Arises Under” 28 U.S.C. § 1338(a)

Under 28 U.S.C. 8 1338(a), federal district courts “have original jurisdiction of any civil
action arising under any Act of Congress relating to . . . copyrights and trademarks.” Id. Federal
jurisdiction over copyright actions is exclusive. Id. (“No State court shall have jurisdiction over
any claim for relief arising under any Act of Congress relating to . . . copyrights.”). The
determination of whether a claim “arises under” federal copyright and trademark law, thus
conferring federal jurisdiction, is a difficult issue, one which the Eighth Circuit has yet to
address. In the circuits that have addressed the issue, one thing is clear: “not every complaint that
refers to the Copyright Act [or the Lanham Act] ‘arises under’ that law for purposes of Section
1338(a).” Bassett v. Mashantucket Pequot Tribe, 204 F.3d 343, 347 (2d Cir. 2000); accord
1mage Software, Inc. v. Reynolds and Reynolds Co., 459 F.3d 1044, 1049 (10th Cir. 2006); Int’l
Armor & Limousine Co. v. Moloney Coachbuilders, Inc., 272 F.3d 912, 915 (7th Cir. 2001); Jim
Arnold Corp. v. Hydrotech Sys., Inc., 109 F.3d 1567, 1572 (Fed. Cir. 1997). There is some
dispute, however, over what should be taken into account in determining whether § 1338(a)

confers jurisdiction over a claim.
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According to Valley Beef, Lion’s Choice’s copyright and trademark infringement claims
are nothing more than artful pleading designed to defeat state court jurisdiction. (Support Memo,
ECF No. 11, at 8). Valley Beef concedes that if Lion’s Choice properly terminated the Franchise
Agreement, it has no right to use the Lion’s Choice copyrights and trademarks. Id. Thus, looking
beyond the face of Lion’s Choice’s Complaint, Valley Beef contends that this is really a contract
dispute and therefore not one arising under federal copyright or trademark law. 1d. Lion’s Choice
responds that the Court has subject-matter jurisdiction because the Complaint facially invokes
rights conferred under federal copyright and trademark statutes, and it seeks remedies created by
those statutes. (Response, ECF No. 13, at 2).

To support its position, Valley Beef relies on a line of cases from the Second Circuit,
which adopted an approach that was described most thoroughly in Schoenberg v. Shapolsky
Publishers, Inc., 971 F.2d 926 (2d Cir. 1992). (See Support Memo at 8-11). In Schoenberg, an
author and a publisher entered into an agreement under which the author retained ownership of
the copyright of his book and granted the publisher a license to publish it. Id. at 928. The
publisher’s successor-in-interest ultimately published the author’s work in 1989, which was
about four years later than the date to which the parties agreed. Id. The author alleged in his
complaint that the offending publication infringed his copyright, thus conferring jurisdiction on
the federal district court. Id. The Schoenberg court noted that the author had alleged infringement
and requested remedies based on that infringement. Id. at 931. This facial allegation of
infringement, however, was insufficient to confer federal jurisdiction. Id. Instead, the court
explained, district courts must go behind the face of the complaint and use a three-part test to

determine the true “essence” of the complaint. Id. at 932-33.
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Valley Beef also relies on a case from the Seventh Circuit for support. (Reply, ECF No.
14, at 7 (citing Moloney Coachbuilders, 272 F.3d 912)). In Moloney Coachbuilders, a limousine
customizer named Earle Moloney sold the name of his limousine business, “Moloney Coach
Builders,” to an individual buyer. Moloney Coachbuilders, 272 F.3d at 913. The sale of this
name was held in an earlier action to include both the right to use it as a corporate name and as a
trademark. 1d. Moloney eventually started a new company. Id. In advertising his new company,
Moloney made use of his name and made reference to the work he had done as owner of his first
company. Id. One advertisement, for example, referred to the new company as “A Moloney
Owned Entity.” Id. Moloney then filed suit against the buyer in federal court “seeking a
declaratory judgment that use of these and similar phrases does not violate § 43 of the Lanham
Act....” Id. The buyer then filed a counterclaim for violation of the Lanham Act. Id. at 917.
The Seventh Circuit held that it had no jurisdiction over the action. It reasoned that ownership of
the trademark was at the heart of the dispute and that the action therefore was one arising under
state contract law. Id. at 916-17. The trademark claims were, according to the court, nothing
more than “a coat of water-soluble paint that washes away to reveal the contract dispute
underneath.” Id. at 916.

Lion’s Choice note several problems with the authority on which Valley Beef relies,
especially regarding Schoenberg. They note first that the approach described by the Second
Circuit in Schoenberg was later abandoned by that circuit in Bassett, 204 F.3d 343. (Response at
3). Bassett dealt with a situation that was similar to Schoenberg in that the complaint involved
the alleged breach of a contract that had conferred the right to use certain copyrights, and the
alleged use of the copyrighted material after the breach amounted to infringement. Id. at 346.

The Second Circuit held that such a claim arises under 8 1338(a), at least where remedies for
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