Kramer et al v. Cre

© 00 N O O b~ W DN P

N NN N NN NNDNRRRRR R R R R
0w ~N o 00N W NP O © 00N O 0 W N P O

ative Compounds LLC Doc.

WO

IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF ARIZONA

Ron Kramer, an Arizona resident; Sal No. CV-11-01965-PHX-JAT (Lead)
Abraham, a Florida resident; ThermoLife | No. CV-11-02033-PHX-JAT (Con)
International LLC, an Arizona limited
liability company, ORDER

Plaintiffs,
V.

Creative Compounds LLC, a Nevada
limited liability company,

Defendant.

Pending before the Court is Ron Kmams, Sal Abraham’s, and ThermolLife

International LLC’s (collectively, “ThenoLife”) Motion for Summary Judgment or
Defendant's Declaratory Judgment Commplaand Plaintiffs Claim for Patent
Infringement, Creative Compounds LLC'Ifeative”) Motion for Summary Judgment
and ThermolLife’s Cross-Main for Summary Judgment d@reative’s Newly Asserted
Defense of Invalidity Pursuamnd 102(a) and (b). Adddnally, the Court examines the
ripeness of ThermolLife’s patent infringement clasna sponte
l. Background

Ron Kramer and Sal Abralmare the sole inventors tesl on U.S. Patent No
7,919,533 (“the '533 Patent”)(CV 11-1965, Doc. 52-1, Exbit 2). The '533 Patent
generally concerns the use of diiodothyroacatic (“DIAC”) as a dietary supplement tq

promote lean body massSeeid. The claim at issue in i suit, Claim 11 of the '533
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Patent, reads “[a] dietary supplement comprising [DIAGH”

On September 23, 2011, Creative filecc@mplaint in the Eastern District of
Missouri seeking a declaratory judgment tRaeative did not infringe the '533 Pater
and that the '533 Patent is invalid. (QM-02033, Doc. 1). In response, ThermolLi
filed a complaint in this Court allegingah Creative infringes the '533 Patent, induc
infringement of the '533 Patent, contributes infringement of the '533 Patent, an
falsely advertises its produdtsviolation 15 U.S.C. §1125(a)(1)(B). (CV 11-1965, Doc.
1). These two actions wereentually consolidated and agsed to this Court. (CV 11-
1965, Doc. 12).

In the pending motions for summarydgment, ThermoLife now admits thg
Creative has not sold any products contaifiigC. (CV 11-1965, Doc. 51 at 2 n.1)
Instead, ThermoLife now asserts that Creatimfringed the '533Patent by offering
DIAC for sale through emails i attached advertisementsl. at 4.

In response, Creative requests tha @ourt grant summarjudgment that the
'533 Patent is invalid undeg85 U.S.C. § 102(a) and (b) because the invention was |
publicly used and on salefoee the patent was filed.(CV 11-1965, Doc. 53 at 6-10). I
particular, Creative alleges that, sometiméhm year 2000, Derek Cornelius, currently
consultant to Creative, recetvand used a sample of DIAfOmM Francisco Tabak as paf
of an offer by Mr. Tabak to sell DIAC t&yntrax, Mr. Cornelius’s company.d.
Creative contends that these actions invadidae '533 Patent because DIAC was us
by others and offered for saieore than one yedrefore the '533 Patent was filed o
October 20, 2004ld.

Il. Analysis and Conclusions
In the motions before the Courthe parties seek summary judgment ¢

ThermolLife’'s claims of direct, contritery, and induced patent infringement ar

! Although Creative has citeid 35 U.S.C. §102(a) ar®), 35 U.S.C. § 102 has
recently been amended. Ttveo defenses to patent vatyl Creative alleges, however
have been included in the new versior86fU.S.C. §102, under subsection (a)(1). Thi
the Court will refer to the new version thie statute from this point forward.
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Creative’s claims that the ’'533 Patent iisvalid as anticipad under 35 U.S.C.
8102(a)(1). But, the Court is concerneattlit lacks jurisdicon over ThermolLife’s
claims of direct, contributory, and inced infringement because ThermoLife has
admitted that Creative has not sold any DIAChus, the Court iV first examine the
ripeness of ThermolLife’'s direct, contribugo and induced patent infringement claims
and then determine whether summary judgneeappropriate on any remaining issues.

A. Ripeness

“[nquiring whether the court has jurigdion is a federal judge’s first duty in
every case.’Belleville Catering Co. v. Champaign Mkt. Platd,.C. 350 F.3d 691, 693
(7th Cir. 2003)seealsoValdez v. Allstate Ins. Ca372 F.3d 1115, 111@®th Cir. 2004).
In order for a federal court twave jurisdiction, the action befoit must meet the case or
controversy requirement of Arte Il of the Constitution. See Caraco Pharm. Labs.|
Ltd. v. Forest Labs., Inc.527 F.3d 1278, 8D (Fed. Cir. 2008). “[A]n action is
justiciable under Article 1ll oyl where . . . the issues peeged are ripe for judicial
review.” Id. at 1291.

In the Federal Circuit,

[wlhether an action is “ripe” opires an evaluation of both
the fitness of the issues fardicial decision and the hardship
to the parties of withholdingourt consideration. As to the
first prong, an action is fit fojudicial review where further
factual development would nogsiificantly advance a court’s
ability to deal with the legal ssies presented. As to the
second prong, withiding court considettion of an action
causes hardship to the plafh where the complained-of
clor]dtufc_?t has an immediate carsubstantial impact on the
plaintiff.

Id. at 1294-95 (internal citations and quotationsitted). Here, the Court is particularly
concerned with the secondopig of the ripeness test because Creative has not actpally
sold any DIAC.

1. The Ripeness of ThermoLife’®irect and Contributory Patent
Infringement Claims

ThermolLife has alleged that Creatibas infringed the '533 Patent under 35
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U.S.C. 8§ 271(a). 35 U.S.B. 271(a) provides that “whoew without autbrity makes,
uses, offers to sell, or sells any patentagention, within the United States or import
into the United States any tpated invention during the rta of the patent therefor,
infringes the patent.” But, ThermoLife caues that Creative has not made, used,
sold any infringing product and that ThermifgLis not seeking any monetary damage
(CV 11-1965, Doc. 51 at 2 n.1).

Instead, the “complained-of conducThermolLife points to is an email ang
attached product sheet that Creative seapfmoximately elevepotential customersld.

at 4. The full text of the email is presented below:

Creative Compounds is pleased to introdi¢ACtive brand

of diiodothyroacetic acid (DI&), one of the most excmng
dietary supplements of thelecade. Having worke
extensively with this noveihgredient, Creative Compounds
knows all of the intricacies stwunding its pharmacology and
usage. We have the unigadility to help your company
properly formulate and integetthis ingredient into a toE
selling = product on the market. Beware of other
diiodothyroacetic acid products on the market that are not
pure! Beware of other produats the market that are highly
diluted but sell for an extr_emeiylgh price. DIACtive is the
most_pure, highest quality DIAGn the industry and is
GUARANTEED to be the lowegirice diiodothyroacetic acid
in the industry.

Please see attached product summary and contact Creative
Compounds for morafo today.

(CV 11-1965, Doc. 51-1 at 13) (emphasisomginal). The attached product summa
contained language similar to the above emdd. at 14. It further included a brief
description of the effects of DIACId. The product summary ended with a request
“[c]ontact Creative Compounds and get best quality at the lowest priceld.

As an initial matter, it is difficult tsee how an advertisement which resulted
zero actual sales has a “substantial and idiate harm” on ThermolLife, particularly
when the product was not adiised to the general markettbonly to eleven specific

potential customers. But, 35 U.S.C. § 27H@gs provide that a patent can be infring

by “offers to sell.” Accorthgly, the Court will examia whether the Creative emalil

constitutes an offer to sell.
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In Rotec Industries, Inc. v. Mitsubishi Corgl5 F.3d 1246 (Fed. Cir. 2000), the
Federal Circuit examined the ar@ng of the offer to sell langge of 35 U.S.C. § 271(a)|

After a thorough analysis, the Federal Ciraoncluded that “the meaning of ‘offer tc
sell’ is to be interpreted accong to its ordinary meaning icontract law, as revealed by
traditional sources of authority.ld. at 255. One such tradinal source of authority, the
Restatement (Second) of Contracts, definesfter as “the manifgtation of willingness
to enter into a bargain, so made as tify another person innderstanding that his
assent to that bargain is invited and will dode it.” Restatement (Second) of Contrag
§ 24.

Examining the Creative emaihder this standard, it is clear, as a matter of |g
that Creative did not make afifer to sell under the meanimg 35 U.S.C. § 271(a). An
important requirement for a communication todveoffer is that the reader understan
that assent by them will conclude the dehl.the present case, both the email and {
attached product summary instruct the recipiercontact Creative fanore information.
Thus, a recipient of the email would underst#mt more than their assent is required
conclude the deal,e. additional communidan with Creative.

Next, the email is missingey information typically asswated withan offer for
sale. In particular, pricend quantity information, whickypically accompany any offer,
are noticeably absent frothe Creative email. These abstitms show that a reader g
the email could not believe that only hisher assent was required to create a bind
contract. Thus, the Creative emall is rawt offer and could not have produced tf
substantial and immediate hamnh direct patent infringenmé. Accordingly, the Court
will dismiss ThermolLife’s direct patentfimgement claim withouprejudice for failing

to meet the jurisdictional requirement of ripeness.

ThermolLife’s contributory patent fimngement claim similarly rests on thé

Creative emails being offers for sal&ee35 U.S.C. § 271(b).Accordingly, the Court

? It is worth noting that Creative appearsctancede that it madean offer to sell
DIAC. (CV 11-1965, Doc. 56 at 4). Winelr a communication is an offer, however, is
guestion of law. Thus, Creative’s concessis not binding on this Court.
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will dismiss ThermolLife’s conthutory patent claim without pjudice for failing to meet
the jurisdictional requirement of ripeness.
2. The Ripeness of ThermolLife’'s Induced Infringement Claim

ThermolLife also claims that Creative haduced infringement of the '533 Paten
35 U.S.C. 8271(b) provides that “[w]hoevactively induces infringement of a pater
shall be liable as an infringer.” “To ebt®h liability under section 271(b), a pater
holder must prove that once the defendamsw of the patent, they actively an
knowingly aided and abetted anothedsect infringement.” DSU Med. Corp. v. JMS
Co., Ltd, 471 F.3d 1293, 1305 (Fe@ir. 2006) (emphasis in original) (internal citation
and quotations omitted)Notably, induced infringement de not require “offers to sell,”
distinguishing induced infringement fronrelct and contributory infringement.

Under this lesser standard, the Creativaieoould have prodwex the substantial
immediate harm of induced teat infringement simply by informing and encouraging t
public how to use DIAC in an infringing wayThe Creative emailxplains that DIAC is
“one of the most exciting diaty supplements of the decadad that Creative has “the

unique ability to help your company propeftymulate and integratiis ingredient into

a top selling product on the market.” (CV 1965, Doc. 51-1 at 13). This arguably

induces others to infringe Claim 11 of the8®Patent. Thus, the Court concludes th
ThermolLife’s claim for induced infringemens ripe and will reach the merits o
Creative’s motion for summagydgment that there was no induced infringement

B. Summary Judgment

In summary, after the Coustexamination of jurisdictiorthe remaining issues ar¢
ThermolLife’s allegations of induced infriegnent and Creative’'s defenses of patg
invalidity under 35 U.S.C. 8102(a)(1). The Court will now examine whether either

Is entitled to summary judgment on these issues.

Summary judgment is appropriate wh&he movant shows that there is np

genuine dispute as to any maéfact and the movant entitled to judgment as a mattg

of law.” Fed.R.Civ.P. 56(a). “A party aseg that a fact canndoe or is genuinely
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disputed must support that agsmn by . . . citing to particar parts of materials in the
record, including depositions, documents, eteutally stored information, affidavits, of
declarations, stipulations . . . admissions, igigatory answers, or other materials,” or k
“showing that materials cited do not establish the absence or presence of a g
dispute, or that an adverse party cannot predadmissible evidence smpport the fact.”
Fed.R.Civ.P. 56(c)(1)(A)&(R Thus, summary judgment is mandated “against a p:
who fails to make a showing sufficient taasish the existence of an element essen
to that party’s case, and on which that ypasill bear the burden oproof at trial.”
Celotex Corp. v. Catretd 77 U.S. 317, 322 (1986).

Initially, the movant bears ¢hburden of pointing out tilhe Court the basis for the
motion and the elements of the causesadion upon which the non-movant will b
unable to establish a genuine issue of material flactat 323. The burdetinen shifts to
the non-movant to establish the existence of material fddts.The non-movant “must
do more than simply show that there is sometaphysical doubt as to the material fact
by “com[ing] forward with ‘specift facts showing that there igganuineissue for trial.”
Matsushita Elec. Indus. Cwe. Zenith Radio Corp475 U.S. 574, 586-87 (1986) (quotin
Fed.R.Civ.P. 56(e) (1963) (amzed 2010)). A dispute about a fact is “genuine” if t
evidence is such that a reasbieajury could return a verdidor the nonmoving party.
Anderson v. Liberty Lobby, Inc477 U.S. 242, 248 (1986).The non-movant’s bare

assertions, standing alone, are insufficient et a material issus fact and defeat a

motion for summary judgmentld. at 247-48. However, in the summary judgment

context, the Court construes all disputedtdain the light most favorable to the nor

moving party. OddzOn Products, Ina. Just Toys, Inc122 F.3d 1396, 1401 (Fed. Cir.

1997).
1. Induced Patent Infringement (Count Il in CV 11-1965)
Creative argues that the Court shouldngrsummary judgment to Creative that 1
induced patent infringement occurred beeatlibermoLife has not shown evidence ¢
another direct infringer. (CV 11-1965, Dds6 at 4). ThermoLife has provided n
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argument in response. As the Court hasaaly stated, induced infringement requires
that “once the defendants knew thie patent, they actively arldhowingly aided and
abetted another’s direct infringementDSU Med. Corp.471 F.3d at 1305 (emphasis i

=)

original) (internal citation@nd quotations omitted). Bacse ThermolLife has provided
no evidence of “another’s direct infringemg the Court grantsummary judgment to
Creative on Thermolife’s induced infringement claim.

2. Creative’s Declaratory Judgment Action (CV 11-2033)

Having considered ThermolLife’s clainfier patent infringement, the Court now
turns to Creative’s requestaithe Court issue a declarat judgment that the '533
Patent is invalid.

In the context of patent law, a courtsharisdiction over a declaratory judgment
action under 28 U.S.C. § 2201 wHtine facts alleged, under all the circumstances, show
that there is a substantial controversy, leetw parties having adversegal interests, of
sufficient immediacy and reality to warrantethssuance of a declaratory judgment.”
Medlmmune, Inc. v. Genentech, |In649 U.S. 118, 127 (2007 Here, Creative has
actually been sued for patent infringemetéspite the dismissal of some claims as
unripe. This suit for of patent infringemetreates sufficient controversy to support an
examination of the '53Patent’s validity. SeeBenitec Australia, Ltdv. Nucleonics, Ing¢.
495 F.3d 1340, 1348-ed. Cir. 2007). Accordingly, éhCourt will now examine whethel

either party is entitled to summary judgmentCreative’s defenses of patent invalidity.

a. Anticipation under 35 US.C. §102(a)(1) through Prior
Public Use

Creative asserts that the '533 Patentiniglid as anticipateduinder 35 U.S.C.
8102(a) through public use(CV 11-1965, Doc. 53 at 6-9). 35 U.S.C. 8102(a)(1)
provides that a patent igvalid if the invention fvas . . . in public use . . . before the
effective filing date of the claimed invenmtid In particular, Creative argues that the
claimed invention was in publiase before the filing datef the invention because Mr

Cornelius and Mr. Cornelius’'s employeeeBda Nixon used BC as a nutritional

-8-
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supplement before the patent was filé@V 11-1965, Doc53 at 8-9).Creative relies on

the deposition of testimony d¥ir. Cornelius and Ms. Nixon for this argumentd.

Creative has also produced three emails eetwMr. Tabak and Mr. Cornelius discussing

the sale of DIAC to Syntrax, Mr. Cornelius’ compangee(CV 11-1965, Doc. 54-2);
(CV 11-1965, Doc. 54-3).

In response, ThermolLife asserts thae&ive has failed to meet the clear and
convincing standard required to prove invajidecause Mr. Cornelius’ and Ms. Nixon’s
testimony is uncorroborated. (CV 11-19@30c. 57 at 12-14). Further, ThermoLifs

contends that Mr. Cornelius éiiMs. Nixon could not have ad “the invention” because

v/

1%

Mr. Cornelius and Ms. Nixon did not know how DIAC would act a nutritional

supplement.ld. at 9-12.
In Juicy Whip, Inc. vOrange Bang, In¢.292 F.3d 728, 7484 (Fed. Cir. 2002),

the Federal Circuit decided whether thestiteony of six witnesses, without any

corresponding documentation, was sufficientlesce as a matter ¢dw to invalidate a
patent. All of the witnesses were eithéefendants or business associates of
defendants and the events thignesses described happenegheito twelve years beforg
trial. Id. at 743. The Federal Circuit explathéhat the witness’sredibility must be

examined under thReuterfactors. Id. at 741. These factors include:

(1) delay between event and trié2) interest of witness, g&)
contradiction or impeachmen (4) corroboration, (5)

witnesses’ familiarity with details of the alleged prior
structure, (6) improbability oprior use considering state of
the art, (7) impact of thenvention on the industry, and (8)
relationship between the witness and alleged prior user.

Id. (citing In re Reutey 670 F.2d 1015, 1021 n.9 (C.C.P.A. 1981)). Examining only

delay between the event and trial and ther@stieof the witnesses, the Federal Circu

concluded that the witnesses’ testimony “wasifficient as a matter of law to surmount

the clear and convincing evidence hefdiequired to invalidate a patent.
In the present case, M€ornelius is employed as a consultant by defend

Creative and Ms. Nixon was a previous emp&géMr. Cornelius.Thus, Mr. Cornelius

-9-
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and Ms. Nixon are interestedtness for the purpose of tfeuterfactors. See idat 743;
see also Oney v. Ratl|ift82 F.3d 893, 896 (Fed. Cir. 1999) (“The uncorroborated (
testimony of [the accused infringer], as theeantor, and his close associates would
insufficient to prove invalidity.”). Furthethe events describday Mr. Cornelius and
Ms. Nixon occurred in the ye&000, approximately 13 yesabefore any possible tria
date. Taken together, these two factors wéiggwily in favor of a finding that Creative
has not provided the necessary clear@mincing evidenc® prove invalidity.

Next, the emails between Mr. Corneliausd Mr. Tabak do not corroborate any (
Mr. Cornelius’ or Ms. Nixon’s testimony. No email ever mentions that Mr. Corneliu
Ms. Nixon used DIAC. The emails only contglate the sale of DIAC. Thus, the emai
do not sufficiently corroborate Mr. @eelius’s and Ms. Nixon’s testimonySeeFinnigan
Corp. v. Intl Trade Comm’n180 F.3d 1354, 1370 (Fe@ir. 1999) (holding that an
article written by a witness describing thee usf every claim limitation except one wa
insufficient to corrobor® that witness’ oral testimorthat he had practiced the fing
limitation). Accordingly, the Cart finds that, as a matter of law, Creative has failed
produce clear and convincing evidence of prior use.

b. Anticipation under 35U.S.C. §102(a)(1)hrough the On
Sle Bar

Alternatively, Creative asserts that th&35Patent is invalid as anticipated und
35 U.S.C. 8102(a)(1) because theention was on sale befotlee patent was filed. (CV
11-1965, Doc. 53 at 9-10 35 U.S.C. 8102(a)(1) providesatha patent is invalid if the
invention ‘was . . . on sale . . . before the effeetfiling date of the claimed invention.’
Creative particularly alleges that an enssht from Mr. Tabak tdr. Cornelius was a
commercial offer to sell the inventionfoee the filing date of the paten{CV 11-1965,
Doc. 53 at 9-10).

In Pfaff v. Wells Electronics 525 U.S. 55, 67 (19), the Supreme Court
interpreted the “on sale” bar of the previoregsion of 35 U.S.C§8102. The Supreme

Court explained that the on sale bar requines “the product mudie a commercial offer
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for sale” and the “invention mugte ready for patenting.ld. ThermoLife argues that
Creative has failed as a matter of law tcetrtbe second prong of this tes€\11-1965,
Doc. 57 at 7-9).But, the Court must fitsconsider, as a matter of law, whether the em
sent by Mr. Tabak is a aumercial offer for sale.

The Federal Circuit, interpretinigfaff, has explained thdthe language used [in

Pfaff] strongly suggests that the offer must mtet level of an féer for sale in the

contract sense, one that would be understas such in the commercial community.

Such a reading leaves no rodon activity which does not rise the level of a formal
offer under contract law principles.Grp. One, Ltd. v. Hallmark Cards, In@254 F.3d
1041, 1046-47 (Fed. Cir. 2001) (internquotations omitted). The “contract lav
principles” expressed in the Restatement ¢8dy of Contracts, aalready explained,
require an offer to be immediately actdge by the person who receives iGee
Restatement (Second) of Contracts § 24.

The email sent by Mr. Tabak purportsdescribe the “terms” for an “exclusive’

on the purchase of DIAC. Therms are expressed as follows:

13 As far as we can control endage, it will be restricted to
5 IAC] used for nutritiondpurposes in the US. _

) An expiry date for the exasive should be fixed, with a
way to extend it if necessary or convenient.
3) You will give me an ideaf how much [DIAC] you
estimate you will be using aftgou launch youproduct with

it. Once your Broduct IS inthe market, a minimum sale
amount should be agreed upon. _
4) The exclusive arrangememtill not be valid from the
moment another firm starts supplies of [DIAC] to the US
nutraceutical market. If thieccurs you agree to buy only
from us if price and quality arcomparable to those of any
competitor. _ _ _
5) You will advise us immediely if, for any reason, you
drop the [DIAC] project or do not need an exclusive any
more.
6) If you have not yet launcheayr product, there should be
some compensation for [Mr. Tabak’s compan I] if we have to
reject eventual quotation reqtesr orders for [DIAC] during
the exclusive period. | haveot thought about the way to
calculate such a compensatignpbably the best [sic] will be
to discuss it whethe moment comes.

(Doc. 54-3, Exhibit C). The email concledavith the statementPlease let me have
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your ideas on this. Once we reach an adecagteement, | will have to ask the possible

future owner of 50% of the company to give his approval.”

Examining the contents of@étemail, the Court determines, as a matter of law, that

the email is not a commercial offer for sal&@he email specifically requests that M
Cornelius provide Mr. Tabak i more information, andontemplates a discussion @
terms “when the moment comes.” Further, Mibak explains thany deal will require
the approval of the “future owner of 50% of the company.” Thus, the email specifi
contemplates additional discussion angpraval before any antract is made.
Accordingly, the Tabak email st an offer for sale and th&33 Patent is not invalid as
anticipated.

lll.  Conclusion

Based on the foregoing,

IT IS ORDERED that Creative’s Motion forSummary Judgment (Doc. 53
asking this Court to declare the '533 Paitenvalid is denied; Creative’s Motion fof
Summary Judgment (Doc. 58n Counts | and Il is deed. Creative’s Motion for
Summary Judgment (Doc. 53) @ount Il only is granted.

IT IS FURTHER ORDERED that ThermoLife’s Motn for Summary Judgment
(Doc. 51) is denied as tGount Il. Consistent with th Order, Counts | and Il are
dismissed, without prejudice, because they are not ripe.

IT IS FURTHER ORDERED that ThermolLife’'s Crss-Motion for Summary
Judgment (Doc. 57) on CV 11-2033 (in CV 2033 Creative seeksdeclaration that the
'533 Patent is invalid) is gréed. ThermolLife shall subm# proposed form of judgmen
for CV 11-2033 within 17 daysf the date of this ordeiCreative may file any objections
to the judgment within 1days of when it is filed.

111
111
111
111
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IT IS FINALLY ORDERED that because neither party moved for summza
judgment on Count IV in C\M1-1965, the Court will proceed toal on that claim. An
Order setting final pretriaionference will follow.

Dated this 15th day of November, 2013.

James A. Teilbﬂrg
Senior United States District Judge
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