Wheat v. Morrell et al Doc. 117

INTHE UNITED STATESDISTRICT COURT FOR THE
WESTERN DISTRICT OF MISSOURI
SOUTHERN DIVISION

RICKIE A. WHEAT, )

Plaintiff, ))

V. ; N0.6:09-CV-03142-DGK
PHILIP MORRELL, and ))
WHISPERIDE, LLC, )

Defendants. : )

ORDER GRANTING SUMMARY JUDGMENT ON COUNTSIX AND X

This case arises from a business relationshiyd®n the parties. Plaintiff Rickie Wheat
alleges Defendants Philip Morrell and Wteside, LLC owe him approximately $800,000 for
services rendered and personal propertiveled to Defendants, and $4,000,000 for conversion
of a patent on a horse bridledhalso trademark infringement.

Presently before the Court is Defendantotion for Partial Smmary Judgment on
Counts IX and X (doc. 109). Finding that by banduct Plaintiff communicated his consent to
use the patent and trademarksstie here, the motion is GRANTED.

Summary Judgment Standard

A moving party is entitled to summary judgméiftthe pleadings, depositions, answers
to interrogatories, and admissions fda, together with the affidats, if any, showthat there is
no genuine issue as to any material fact andttfeimoving party is entitled to judgment as a
matter of law. Fed. R. Civ. P. 56(c). A party whuoves for summary judgment bears the
burden of showing that éne is no genuine isswf material fact. Anderson v. Liberty Lobby,
Inc., 477 U.S. 242, 256 (1986). When consiagra motion for summary judgment, a court

must scrutinize the evidence in the light shdavorable to the nonmoving party, and the
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nonmoving party “must be gen the benefit of all reasonable inferenceddirax Chem. Prods.
Corp. v. First Interstate Commercial Corp., 950 F.2d 566, 569 (8th Cir. 1991) (citation omitted).

To establish a genuine issue of fact it to warrant trial, the nonmoving paftyust
do more than simply show th#éhere is some metaphysical dowds to the material facts.
Matsushita Elec. Indus. Co., Ltd. v. Zenith Radio Corp., 475 U.S. 574, 586 (1986). Instead, the
nonmoving party must set forth specific facts simgwthere is a genuine issue for trial.
Anderson, 477 U.S. at 248. But the nonmoving party “cannot create sham issues of fact in an
effort to defeat summary judgmentRSBI Aerospace, Inc. v. Affiliated FM Ins. Co., 49 F.3d
399, 402 (8th Cir. 1995) (citation omitted).

Facts

Viewing the evidence in the light mostvtaable to PlaintiffWheat, for purposes of
resolving the pending motion the Court finds the facts to be as follows. The Court has omitted
properly controverted factdacts immaterial to the resaion of the pending motion, and
argument.

Plaintiff Rickie Wheat (“Wheat”) alleges that Defendants Philip Morrell (“Morrell”) and
Whisperide, LLC (“Whisperide”)nfringed on Wheat's paterf).S. Patent No. 6,643,999; “the
Patent”) and Noavel® trademark (U.S. RBg. 2,709,176; “the Trademark”) by manufacturing,
importing, offering for sale, selling, and using NoaMeladstalls that he alleges are encompassed
by the Patent.

Late in 2007, Morrell establisHeWhisperide to market andlséhe Noavel headstall.
Wheat attended the initial strategy meetingshdistaing Whisperide and formulating its business
plan. Wheat knew that “Phil Morrell was tto the marketing part. He was going to do the

marketing part and ... he was going to basicsdlly the product. ... And | was going to basically



teach people how to do what | do, the clinibjch | was doing that.” Wheat provided his
dealer list to Mr. Morrell to facilitate Whispele’'s marketing and sale tife Noavel headstall.

Morrell paid both the start up costs involviedforming Whisperide and the expenses
incurred while the company was in operatiolVheat knew of and actively participated in
Defendants’ efforts to develop marketing and distribution stem for Noavel headstalls,
including appearing in promotiohaideos and attending Whispde's organizational meetings.
Wheat spent six days in Salt Lake City filgithe promotional videgsand even stayed in
Defendant Morrell's home during that time. éde marketing videos were produced with
Wheat's consent.

Although Wheat voiced objections at certahWhisperide’'s organizational meetings,
these objections were limited to concerns overdhalifications and expence of some of the
personnel who would be demonstrating the headstatito Defendants’ right to make, use, offer
to sell, or sell Noavel headstalls untbeth the Patent and the Trademark.

Wheat knew of Defendants’ sales of the Neldweadstall and participated in the sales
process by holding clinics and selling headst@afisVhisperide’s behalf. Wheat knew by early
2008 that Whisperide was having Noavel hsalls produced. Wheat signed a check to
purchase raw materials to be used by Defendants to manefddtavel headstalls. Wheat
acknowledged Whisperide’'s purchase of mateffi@m the very same sources of supply that
Wheat had previously used @@Vhisperide had taken overtimanufacturing functions from
Wheat. Penelope Wheat, Wheat'dayiestified that Whisperidesfforts to produce and market
Noavel headstalls were, to her knowledge, deitle her husband’s knowledge and consent.

As of May 31, 2008, Defendant Phil Morré¢dbd personally invested $1,296,083 in

capital in the Whisperide busis®in reliance on Wheat's cam to the formation and conduct



of that business to sell products under theetaand the Trademark. Defendants Morrell and
Whisperide have lost over $2 million frometh business operations involving the Noavel
headstall.

Discussion
A. Summary judgment is granted on the patent infringement claim.

Count IX is a claim for patent infringemeniVheat alleges th&befendants Morrell and
Whisperide are infringing on the Patent bynuiacturing, importing, offering for sale, selling
and using bit-less bridles and related products which embody the invention covered by the
Patent, all without authority froheat.” First Am. Compl. § 84Defendants argue that by his
words and conduct Wheat gave them an implieense to commerciakz the bit-less bridle
technology, thus they are entitledsiommary judgment on Count IX.

United States patent lawvgis a patentee the exclusivghi to exclude others from
making, using, selling, offering to sell, or impadia patented invention. 35 U.S.C. § 154(a)(1).
This exclusionary right, howevanay be waived by granting a licento practice the patent, and
a license grant may be expressed or impliadfinbond Elec. Corp. v. International Trade
Commission, 262 F.3d 1363, 1374 (Fed. Cir. 2001). Kwmal granting of a license is
necessary. Any language or conduct by the owharpatent from which one can properly infer
that the owner consents to meking, using, or selling the patestnstitutes a license, and is a
defense.De Forest Radio Tel. Co. v. United Sates, 273 U.S. 236, 241 (1927).

An implied license is a complete defense to a patent infringement c@annorundum
Co. v. Molten Metal Equip., 72 F.3d 872, 878 (Fed. Cir. 1995). mmplied license may arise by
equitable estoppel, acquiescence, legal estoppel, or conddichond, 262 F.3d at 1374. To

prove an implied licensBy equitable estoppel the alleged infrer must show (1) the patentee,



through statements or conduct, gave an affirrsagirant of consent or permission to make, use,
or sell to the alleged infringer; (2) the allegafringer relied on the statement or conduct; and
(3) the alleged infringer would, threfore, be materially prejudiced if the patentee is allowed to
proceed with its patent infringement claina.

Applying this theory to the facts in thisseg the Court finds Defelants have established
an implied license by equitable estoppel and are entitled to summary judgment. With respect to
the first element the record amply demonssathat Wheat, through his words and conduct,
communicated to Defendants his consent andhigsion to commercialize the bit-less bridle
technology under the Patent. Wheat not only krdvihe alleged infringing activities, he
actively participated in them. Vehat participated in Defendants’ sales of Noavel headstalls by
holding clinics and selling headstalls for Whisgde; appeared in Whisperide’s promotional
videos; and signed a check to ghaise raw materials used by Mfieride to manufacture Noavel
headstalls once Whisperide “took over” thogadtions from Wheat. Wheat also knew of and
participated in Defendants’ efforts to develomarketing and distribution system for the Noavel
headstall, including atteling Whisperide’s organizational niegys and providing his dealer list
to Morrell in order to facilitate Whisperide’s marketing and sales efforts. As to the second
element, the Court finds Defendants matbriaelied on Wheat's affirmative conduct.
Defendants formed a company to manufacture saildthe Noavel headstall, and in so doing
exposed themselves to liability. Defendamtiso incurred significant costs necessary in
establishing both manufacturing adidtribution channels for theeadstall product. From these
facts the Court also infers that Defendantsuld be substantially prejudiced if Wheat were

allowed to attempt to impose liability on thenr their authorized activities. Accordingly, the



Court finds that Defendantseaentitled to summary judgmenn the patent claim under the
doctrine of implied license by equitable estoppel.
B. Summary judgment isgranted on the trademark infringement claim.

Equitable estoppel also serves as a commletense to Plaintiff's claim of trademark
infringement.See McCarthy, J.T.McCarthy on Trademarks and Unfair Competition, 8 31:42
(4th Ed. 2010) (noting “[a] plaintiff cannot indicate at one timddfendant that defendant’s acts
are acceptable and then later sue defendantiati@s acted in reliance on plaintiff's implied
assurances.”). This defense particularly appropriate when the trademark owner actively
encourages the alleggdinfringing activity. Id. at 31-112.1. In the trademark context this
defense requires essentially the same elemergsoof as in the patent context: (1) misleading
conduct, which includes statements and actionsiiedce and inaction, lead) another to infer
that rights will not be asserted against it, {Jance upon this conduct, and (3) due to this
reliance, material prejudice will result to theéhet party if the delayed assertion is permitted.
Lincoln Logs Ltd. v. Lincoln Pre-Cut Log Homes, Inc., 971 F.2d 732, 734 (Fed. Cir. 1992).

Here Wheat, through his words and actimmnmunicated to Defendants his permission
to use the Trademark. Although Wheat clearly ieenly aware of Defendants’ actions, he did
not object, he actively participated in them. &alhhelped sell Noavel headstalls for Whisperide;
he appeared in Whisperide’s promotional wsteand he attended Whisperide’s organizational
meetings. Defendants materially relied on Wiseactions by investingarge amounts of money
into the business, thus Defendants would beerraly prejudiced if Wheat were allowed to
claim that Defendants were infringing on theademark. Accordingly, the Court finds that
Defendants are entitled to summary jodnt on Plaintiff's trademark claim.

Conclusion



Defendants’ Motion for Partial SumnyarJudgment (doc. 109) is GRANTED.
Defendants are granted summprggment on Counts I1X and X.

IT 1SSO ORDERED.
Date:_January 19, 2010 /sl Greg Kays

GREGKAYS, JUDGE
UNITED STATES DISTRICT COURT




