UNITED STATES DISTRICT COURT FOR THE DISTRICT OF NEW JERSEY

HAYDEN GATEWAY LLGC, et al. v. ADVANCED FLOWER
CAPITAL INC,, et al.

Hayden Gateway LLC v. Advanced Flower Capital Inc., Civil Action No. 25-2789 (ZNQ) (JBD) (D.N.J. Nov.
29, 2025) (not for publication) - No. Civil Action No. 25-2789 (ZNQ) (JBD) - Decided November 29, 2025

SUMMARY

The United States District Court for the District of New Jersey denied defendants’ motion to dismiss
an amended complaint arising from cannabis-related financing agreements. The court held that
plaintiffs plausibly alleged waiver of an audited-financial-statements requirement, an enforceable oral
modification or equitable estoppel concerning reopening a Pennsylvania facility, breaches of the
implied covenant of good faith and fair dealing, and a claim under New York UCC § 9-625. The court
also held that plaintiffs’ declaratory-judgment claim concerning the loan balance presented a

sufficiently live and relevant controversy.
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PROCEDURAL POSTURE Defendants moved under Federal Rule of Civil Procedure 12(b)(6) to

dismiss the amended complaint, which asserted claims for breach of
contract, breach of the implied covenant of good faith and fair dealing,
relief under section 9-625 of the New York Uniform Commercial

Code, and declaratory relief concerning the loan balance.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court identifies the elements of each
claim, accepts well-pleaded factual allegations as true and construes
the complaint in the plaintiff's favor, disregards bare legal conclusions
and unsupported accusations, and determines whether the alleged facts

plausibly show entitlement to relief.

PRECEDENTIAL VALUE unpublished, nonprecedential



PARTIES Hayden Gateway LLC, Bloc Dispensary LL.C, JG HoldCo LLC v.
Advanced Flower Capital Inc., AFC Agent LLC

TOPICS

breach of contract ~ implied covenant of good faith ~ motions to dismiss  declaratory judgment

uniform commercial code

PRACTICE AREAS

contract law  commercial litigation  civil procedure  secured transactions  remedies

Q

1.

H

1.

UESTIONS PRESENTED

Whether Plaintiffs plausibly alleged breach of contract despite failing to provide audited financial

statements when the complaint alleged that Defendants waived that requirement.

. Whether Plaintiffs plausibly alleged an enforceable oral modification or equitable estoppel concerning

Defendants' alleged promise not to foreclose on the Pennsylvania facility.

. Whether Plaintiffs stated a claim for breach of the implied covenant of good faith and fair dealing based

on Defendants' alleged waiver and conduct concerning the loan and Pennsylvania facility.

. Whether Plaintiffs stated a claim under section 9-625 of the New York Uniform Commercial Code based

on alleged threats to seize and sell collateral.

. Whether Plaintiffs' declaratory-judgment claim concerning the amount due under the loan presented a

ripe and appropriate controversy for federal adjudication.

OLDINGS

Plaintiffs plausibly alleged adequate performance because Defendants' conduct could establish waiver of

the contractual requirement to provide audited financial statements.

. Plaintiffs plausibly alleged an enforceable oral modification of the parties' agreement and,
independently, a basis for equitable estoppel; therefore, the breach-of-contract claim concerning the

Pennsylvania facility survived dismissal.

. Plaintiffs plausibly stated a claim for breach of the implied covenant based on allegations that
Defendants waived the audited-financial-statement requirement and later attempted to enforce it, and the
claim was not rendered moot by Defendants' other alleged defaults.

. Plaintiffs plausibly stated a claim under New York UCC section 9-625 because they alleged that
Defendants threatened to seize and sell collateral under section 9-610 despite plausible allegations of

waiver and equitable estoppel.

. Plaintiffs' claim seeking a declaration of the amount due under the loan was ripe and appropriate for
adjudication because the parties had a concrete dispute over principal and interest, the loan maturity was

imminent, and uncertainty impaired Plaintiffs' ability to refinance.



KEY QUOTATIONS

“A facially plausible claim “allows the court to draw the reasonable inference that the defendant is liable for

the misconduct alleged.”” (Section I1I)

“Plaintiffs should not have to risk being unable to refinance the Loan merely because the parties dispute how

much is due and owing.” (Section IV.B.1)

“For the reasons stated above, the Court will DENY Defendants’ Motion to Dismiss.” (Conclusion)

FACTUAL BACKGROUND

Plaintiffs, affiliated cannabis businesses operating in New Jersey and Pennsylvania, borrowed money from
Defendants to finance cannabis facilities and dispensaries. The parties repeatedly amended the loan, ultimately
entering a March 2024 forbearance agreement that included a cash sweep, account control, and other lender
protections. Plaintiffs alleged that Defendants waived the requirement for audited financial statements and later
agreed not to foreclose on a Pennsylvania facility while Plaintiffs pursued renewal of its operating license.
Plaintiffs further alleged that Defendants breached those arrangements, seized nearly $2 million from Plaintiffs'
accounts, threatened collateral dispositions, and disputed the amount due under the loan, which matured in May
2026.

PROCEDURAL HISTORY

Plaintiffs filed the action on April 17, 2025, seeking emergency injunctive relief. The Court entered a temporary
restraining order and later granted a preliminary injunction, finding that Plaintiffs were likely to succeed on
claims concerning the Reopening Agreement and implied covenant and that Defendants had waived the audited-
financial-statement requirement. Plaintiffs filed an amended complaint on July 11, 2025. After supplemental

briefing concerning Internal Revenue Code section 856 and the parties' Credit Agreement, the Court denied
Defendants' motion to dismiss in its entirety.

DISPOSITION

denied
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