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This case arises froman ownership dispute over the
technol ogy enbodied in United States Patent Nunmber 6,878,157 (the
“*157 Patent”), which relates to technol ogy used in heat packs.
The plaintiff, Nova Design Technologies, Ltd. (“Nova”), asserts
that its founder Andrew MIIligan and researcher Jainme Schlorff
i nvented and devel oped a sandpaper-based trigger for heat packs.
Nova asserts that Matthew Walters, Brian Cuerra, and Dale Walters
(the "individual defendants”) stole the idea fromthem and used
it to apply for and receive the ‘157 Patent, which they |ater
sold to the defendants Children’s Medical Ventures, LLC (“CwW’"),
Respironics, Inc., and Respironics Novanetrix, LLC (the
“corporate defendants”).?

The Court bifurcated proceedings in an order dated My
23, 2011, in which the Counts |-Vl of the conplaint would be

subj ect to discovery and dispositive notions separately from

! The Court dism ssed two other defendants, RIC Investnents,
LLC and Philips Holding USA, Inc., for |ack of personal
jurisdiction. Mem Op. COct. 25, 2011 (Docket No. 71).



Counts VII-XI. The Court dism ssed Count I, which was brought
only against Matthew Walters, in an order dated July 7, 2011

The i ndividual defendants have noved for summary judgnent on
Counts I1-VlI, and the corporate defendants have noved separately
for summary judgnment on Counts II11-V. The Court wll grant the
i ndi vi dual defendants’ notion in part and the corporate

def endants’ notions in full.

Backgr ound

Nova filed this action on Decenber 30, 2010 and filed
an anended conplaint on February 15, 2011. It alleges that
Schlorff and MIligan invented an al um num oxi de sandpaper
“trigger” for use in therapeutic heat packs in or around 1994.
Heat pack triggers of this kind are apparently mani pul ated by the
user to release particulate matter into a supercool ed sol ution
and cause a phase change, activating the heat pack and rel easing
war nt h.

Nova al l eges that in 1998 it agreed to provi de sanpl es
of its sandpaper trigger to Omi Therm (“QOmi”), a manufacturer
of heat packs that was founded by Dale Walters and owned by
Matt hew Walters.? Nova and Omi executed an agreenent covering
“confidential information” of Nova's and prohibiting use of that

information for anything other than its evaluation for use in

2. Omi was adm nistratively dissolved in 2007.
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manuf acturing. Negotiations between Omi and Nova conti nued for
several years but no ongoi ng business rel ationship was
established. In 2001, Matthew Walters filed two patent
applications relating to a sandpaper trigger for use in a heat
pack, ultimately resulting in the issuance of the ‘157 Patent in
2005. In 2006, Omi sold the *157 Patent, along with nost of its
assets, to CW, a manufacturer and seller of healthcare products
affiliated wth Respironics Novanetrix and Respironics, Inc. As
part of that sale CW hired Brian Guerra, an enpl oyee of Omi.

The anended conpl aint asserted causes of action for
Breach of Contract (Count 1) against Matthew Walters; Fraudul ent
or Negligent M srepresentation (Count I1) against Mtthew and
Dale Walters and Brian Guerra; and the foll ow ng causes of action
agai nst all defendants: Fraudul ent Conceal nent or Nondi scl osure
(Count I11); Conversion (Count 1V); Trade Secret M sappropriation
(Count V); Correction of Inventorship and Oamership (Count VI);
Patent Infringement (Count VII); Unjust Enrichment (Count VIII);
and for violations of the Sherman Act (Counts IX-Xl). Only
Counts I1-VI are at issue in the instant notions, because of the
bi furcation order and the Court’s earlier dismssal of Count | as
di scharged in Matthew WAl ters’s bankruptcy proceedi ngs.

The individual defendants filed a notion for sunmary
judgnent as to all clains against themin this phase of the

proceedi ngs (Docket No. 93) (“Ind. Defs.” Mdt.”). The corporate



def endants separately filed notions as to the conversion claim
(Docket No. 94) (“Corp. Defs.’ Conversion Mt.”), fraudul ent
conceal nent claim (Docket No. 96) (“Corp. Defs.’ Conceal nent
Mot.”), and trade secret m sappropriation claim(Docket No. 98)
(“Corp. Defs.’” Trade Secret Mot.”). Qpposition and reply briefs
were filed as to all notions, and the Court held oral argunment on

May 9, 2012.

1. Summary Judgnent Record

The defendants filed separate notions for summary
j udgnent, each presenting separate statenents of undi sputed
facts. The plaintiff did not address the defendants’ statenents
of facts as provided for in Federal Rule of Cvil Procedure 56,
but instead filed its own statenent of facts.

The corporate defendants objected to portions of the
plaintiff’s Statenment of Material Facts on a variety of grounds,
including that (a) many asserted facts were never referred to by
the plaintiff in opposing the notions; (b) some facts were not
supported by citation to the record; and (c) others were
i nadm ssi bl e because they | acked foundation, were hearsay or
specul ation, or constituted inappropriate |lay opinion testinony.
The individual defendants joined in those objections.

The defendants largely took issue with portions of

decl arations submtted by Andrew MIligan and Jai nme Schlorff,



Plaintiff’s Exhibits A and E. These declarations include
statenments regarding CW heel warner sales volunes, beliefs as to
Omi shipnents of sandpaper trigger products, practices of
conpetitors and “persons in the nedical industry” generally, and
opinions as to the neaning of clains in the ‘157 Patent.
MIlligan Decl. 9T 11, 16-17, 19; Schlorff Decl. Y 7, 9, 10, 21,
22, 24, 25, 27. These statenents were not relied on by the Court
in resolving the instant notions because they are inadm ssible as
not based on personal know edge; the conclusions regarding the
‘157 Patent are also legal in nature and are thus not facts. The
corporate defendants argued that even considering the statenents
to which they objected, no genuine issue for trial renained.

The enuneration of facts belowis [imted to those that
were relied upon in the parties’ briefing, supported by reference
to the record, and material to the Court’s resolution of the

i nstant notions.?3

3 The Court’s discussion in Section IIl is limted to the
“gist of the action” doctrine, the trade secret m sappropriation
cl ai magai nst Dale Walters, the correction-of-inventorship claim
the nmerits of the fraudul ent conceal nent clai magai nst the
corporate defendants, and issues raised under the Pennsyl vania
Uni form Trade Secrets Act. The Court does not address the other
grounds rai sed by the defendants, including statute of
[imtations argunents and cl ai ns that Pennsylvani a | aw does not
support a cause of action for conversion of intangible property.
The recitation of undisputed facts is therefore limted.
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A. Omi_Therm and Nova Desi gn

Omi Therm Inc. was a M ssouri corporation founded by
Dale Walters in 1987 that devel oped and sol d nedi cal supplies,

i ncludi ng i nfant heel warner heat packs. Conpanies manufacturing
heat packs used a variety of nethods to drop particulate matter
into solution, triggering a “phase change” reaction and
generating heat. For exanple, a conpany naned Baxter used a
“bag-in-a-bag” trigger that triggered a reaction when the
internal bag was punctured. Dep. of Jason Maxwel|l on behal f of
Cardinal Health, Inc., Nov. 10, 2011 at 15:1-3, Pl.’s Ex. G
Starting in around 1993, Omi sold an infant heel warmer using a
“pinch and rub” trigger design patented by Dale Walters,
consisting of a bag containing a supercool ed sodi um acet ate
solution and a netal disc trigger with prongs that punctured the
bag to activate the warnmer. D. Walters Dep. 20-22, Ind. Defs.
Ex. F;, Patent No. 5,305,733 (“*733 Patent”), Pl.’s Ex. O at
GHGE0303.

Dal e and Janet Walters resigned as officers and
directors of Omi on August 22, 1995. On Decenber 30, 1999, they
turned over all of the shares they owned to Matthew Walters,
| eaving Matthew as the sol e sharehol der, director, and officer of
Omi Therm M Walters Dep. Nov. 1, 2011 at 10:23-25, 11:1-4,
Ind. Defs.” Mot. Ex. A Ind. Defs.’” Mdit. Ex. B at WALTERSO000033-

41. Dale was no |onger involved as an owner or officer of Omi



after that point.* M Walters Dep. 36-37; Pl.’s Ex. X at
ND000227- 28. Brian CGuerra worked for Omi between 1995 and
2006, and has referred to hinself as its Vice President of Sales.
Guerra Dep. Cct. 13, 2011 at 73, 296, Pl.’s Ex. H, Lordo Dep.
Nov. 9, 2011, at 21:11-25, Pl.’s Ex. P

Nova Desi gn Technol ogies, Ltd., is a Pennsylvania
corporation that is the general partner of Nova Design Partners,
L.P. It was founded in 1990 by Andrew MIligan, and in 1991,
Jaime Schlorff began to work there. Decl. of Andrew J. MIIligan
12, Pl.’s Ex. A, Decl. of Jainme Schlorff § 2, Pl.’s Ex. E
MIlligan | ater devel oped a nonnetallic “ceram c bead” heat pack
trigger for which he received a patent on January 4, 1994. U. S.
Patent No. 5,275,156, Pl.’ s Ex. X at ND00024.

On Decenber 29, 2010, Schlorff executed a “confirmatory
assi gnnent” of any rights she possessed in sandpaper triggers,

i ncluding any patent rights, to Nova. Pl.’s Ex. X at ND00144.

B. Nova and Omi | nteraction

Nova invested significantly in its trigger technol ogy,
marketed it to manufacturers, and entered agreenents protecting

its confidential information with several firns it approached.

“ After leaving the conpany, Dale periodically discussed
Omi’s business with Matthew, and nade several interest-free
loans to Omi totaling several hundred thousand dollars. M
Wal ters Dep. 46-47, 56-57, Pl.’s Ex. N, D. Walters Dep., 91:13-
23, Pl.’s Ex. J.
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See Schlorff Dep. Cct. 25, 2011 at 85, Pl.’s Ex. C, Joint
Devel opment and License Agreenent, Pl.’s Ex. X at ND00346.

Nova entered a Confidential D sclosure Agreenent
(“CDA”) with Omi to facilitate evaluation of certain
confidential information possessed by Nova, which Matthew Walters
executed on Omi’'s behalf on Cctober 13, 1998. Pl.’'s Ex. X at
NDOOOOl1. The CDA states that Nova possessed confidenti al
information “relating to Heat Storage Devices,” and that it would
di scl ose as nuch of that information as necessary for Omi Therm
to evaluate it. Although the CDA does not describe the
confidential information that it covers, the Court wll assune
for purposes of the instant notions that it covers sandpaper
trigger technol ogy. The CDA contains a clause providing that
rel ati ons between the parties shall be governed by Pennsyl vani a
law. |d.

On Novenber 20, 1998, Schlorff sent sanples of a
sandpaper trigger to Matthew Walters for eval uati on, which was
the first time Nova sent Omi any al um num oxi de sandpaper
trigger. In the letter, Schlorff stated that the trigger sanples
sent should be allowed to soak in a sodium acetate solution for
twenty-four hours “for best results.” Letter fromJainme Schlorff
to Matthew Valters, Nov. 20, 1998, Ind. Defs.’” Ex. P at NDOO0OOG6.
Schlorff’s notes of a phone call between with Brian Guerra on

Cctober 5, 2000 state that Omi “[wjould like to |icense [Nova’' s]



patent for exclusive [use] in [the] infant heel warnmer market.”
Schlorff Notes of Tel. Conf. COct. 5, 2000, Pl.’s Supp. Ex. X at
NDO0014- 15.

On Cctober 19, 2000, Omi sent Nova a purchase order
for 2,000,000 “triggering nechanisns.” Pl.’s Ex. R at
WALTERS000122. Schlorff’s notes state that on Novenber 30, 2000,
Matthew Wal ters called to say that Omi was experiencing
“problenms getting triggers to drop in . . . [the] machine” used
in manufacture, and notes of a later call on Decenber 12, 2000
state that Omi was “still having problens with [the] machine.”
Notes of a May 9, 2001 call state that the “[m achine [was] not
wor king snoothly yet.” Pl.’s Ex. X at ND00022. On June 21,
2001, Omi’'s corporate counsel contacted Nova and stated that the
Cct ober 19 purchase order “was cancel ed shortly after it was
made,” and that Omi had “no intention of purchasing any
triggering devices” from Nova. Letter fromJonathan Fortman to
Andrew M1 ligan, Pl.’s Ex. X at ND0O0315.

A di spute exists over whether, prior to the signing of
the CDA, MIligan and Schlorff met in person with Omi to receive
a tour of its facilities fromDale Walters at the urging of
anot her heat pack manufacturer. MIlligan and Schlorff were
uncl ear as to when such a trip took place. MIlligan testified
that such a trip occurred in 1998, or possibly 1995 MIligan

Dep. 131-32, 259-60, Ind. Defs.” Ex. M Schlorff testified that



the trip occurred in 1998, or 1995 (after consulting with
MIlligan). Schlorff Dep. at 107-08, Ind. Defs.” Ex. N. Schlorff
has no “specific recollection of ever speaking to Dale Walters”
other than during that visit. 1d. at 55:21-56:15, Ind. Defs.

Ex. Z. MIligan has not seen any comruni cati ons between Dal e
Walters and Nova. MIligan Dep. at 281-82, Ind. Defs.’ Ex. Y.

For purposes of the instant notions whether the neeting took
place is immaterial to the Court’s disposition, because it is
undi sputed that no confidential information was ever conmuni cated
to Dale Walters while he stood in a position of trust and

confidence with the plaintiff.

C. The ‘157 Pat ent

On March 16, 2001, Matthew Walters filed a provisional
patent application entitled “Trigger to Activate a Supercool ed
Aqueous Salt Solution for Use in a Heat Pack.” U S. Provisional
Application No. 60/276,295, Pl.’s Ex. X at NDO0030. The
application describes a trigger “typically nade from sand paper.”
Id. at NDOOO31 IIl. 21-25. On Novenber 20, 2001, Walters filed a
patent application for substantially the sane invention, in which
the sane figures, clainms, and specifications appear, and which
asserts priority over the ‘295 application. U S. Patent
Application No. 09/989,591, Pl.’s Ex. X at ND00043. A

nonpublication request was filed with the Patent O fice with
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respect to the ‘591 Application. 1Ind. Defs.’” Resp. to Pl. s Req.
to Admt No. 81, Pl.’s Ex. S

Matt hew Wal ters was issued the 157 Patent on April 12,
2005. Pl.’s Ex. X at ND 00089. It contains 18 clains, each of

whi ch describes the use of a “sandpaper” trigger.?®

D. Subsequent | nfant Heel \Warner Sal es

On May 15, 2006, Omi and CW signed an Asset Purchase
Agreenent, Matthew Walters assigned the ‘157 Patent to Children’s
Medi cal Ventures, and Omi warranted that title to the patent was
mar ketable. Brian GQuerra was hired by Children’ s Medi cal
Ventures as part of that agreenent. Pl.’s Ex. Q at CHWO0001-
CHWO00058 & 88 4.6.1, 4.8. CW has been selling “Heel Hugger” or
“Heel Snuggl er” branded infant heel warners since 2001, but did
not manufacture heel warners or heat packs before May 15, 2006;
before that date, the heel warnmers sold by CW were nmanufactured
by Omi. During that period, CW approved marketing literature
for heel warners including the | anguage “patent pendi ng” and
“Ip]latented button activator elimnates risk of bag puncture,”
which referred to a patent of CW' s Research and Devel opnent
director and to the ‘733 Patent for a “pinch and rub” trigger

invented by Dale Walters, respectively. Decl. of Paul Daly at

® The Court nerely describes the face of the ‘157 Patent and
does not engage in claimconstruction at this point in the
pr oceedi ngs.
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1 4, Corp. Defs. Trade Secret Mdit. Ex. 25; Corp. Defs.’ Resp. to
Pl.”s Second Set of Interrogatories at 1-2, Defs.’ Conceal nent
Mot. Ex. 10.

No corporate defendant was aware of Nova, Schlorff, or
the CDA prior to the filing of the instant suit. Corp. Defs.
Supp. Resp. to Pl.’s First Set of Interrogatories, Corp. Defs.
Trade Secret Mot. Ex. 3 at 4-6; Dep. of WIIliam Thonpson on
behal f of CW (“Thonpson Dep.”) at 122-27, 226-28, 231-32, Corp.
Defs.’” Conversion Mbt. Ex. 3. Corp. Defs.’ Resp. to Pl.’s
Interrogatories, Corp. Defs.’” Conversion Mot. Ex. 1 at 12. No
i ndi vi dual defendant spoke with a corporate defendant regarding
the CDA, and Matthew Walters did not provide a copy of the CDA to
CW or leave it in his files upon the sale of Omi’s assets.

Ind. Defs.” Resp. to Pl.’s Req. to Admt 90, Pl.’s Ex. S; M

VWal ters Dep. 197-207, 223, Corp. Defs.’ Trade Secret Mt. EX. 6.
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[11. Discussion®

Bot h groups of defendants noved for summary judgnent on
a variety of grounds. The individual defendants argued that the
tort clainms against themwere tine-barred, unsupported by the
record, inadequate as a matter of law, or barred by the gist of
the action doctrine. Only the gist of the action doctrine is
di scussed with respect to Matthew Walters and Brian Guerra
because it operates to bar all tort clains against them The
trade secret m sappropriation claimagainst Dale Walters is
di scussed separately.’” The corporate defendants argued that the
evidence in the record on summary judgnent could not state a
prima facie case under any of their tort theories, and that the
trade secret m sappropriation claimwas tine-barred.

The Court finds that the tort clains against the

defendants are preenpted by statute or properly brought in

® Aparty is entitled to sunmmary judgnent if there “is no
genui ne dispute as to any material fact and the novant is
entitled to judgnent as a matter of law.” Fed. R Civ. P. 56(a).
The noving party bears the initial burden of denbnstrating the
absence of any genuine issue of material fact, which may be
satisfied by denonstrating the party who bears the burden of
proof |acks evidence to support his case. Celotex Corp. V.
Catrett, 477 U.S. 317, 323 (1986). The court must consider the
evidence in a |light nost favorable to the nonnoving party. Once
a properly supported notion for sunmary judgnent is nade, the
burden of production shifts to the nonnoving party, who nust set
forth specific facts showing that there is a genuine issue for
trial. Anderson v. Liberty Lobby, Inc., 477 U S. 242, 250
(1986).

" The plaintiff withdrew the other tort clains it had
brought against Dale Walters, as discussed |ater.
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contract, and that the plaintiff has not presented evidence
supporting all of the elenents of its trade secret

m sappropriation clainms against Dale Walters or the corporate
defendants. Because it so finds, the Court need not reach
statute of limtations issues or other argunents raised by the
def endants on many of the clains. The Court finds, however, that
the correction-of-inventorship claimsurvives summary judgnent

and will require further discovery and briefing.

A. | ndi vi dual Def endants

The plaintiff has withdrawn a nunber of clains that it
had brought against Dale Walters and Brian GQuerra. Nova has
w thdrawn Counts IIl, Ill, and IV as against Dale Walters. Pl.’s
Qop. 20; Tr. H'g 5/9/12 at 84. It has also withdrawn Count |V
as against Guerra. 1d. at 88. Finally, the plaintiff concedes
that its correction-of-inventorship claimin Count VI is properly

directed at Matthew Walters, who is the naned i nventor in the

“157 Patent. 1d. at 84-85. The remaining clainms against the
i ndi vi dual defendants are thus: (1) Count Il, against Matthew
Walters; (2) Count 111, against Guerra and Matthew Walters;

(3) Count 1V, against Matthew Walters; (4) Count V, against al
i ndi vi dual defendants; and (5) Count VI, against Matthew Walters.
The individual defendants argue that the tort clains

agai nst themare neritless, tine-barred, and cannot proceed under
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Pennsyl vania | aw according to the “gist of the action” doctrine.
They al so argue that Nova | acks standing to bring its correction
of inventorship claim and that it is neritless. The Court
concludes that the gist of the action doctrine bars the tort
clai ns brought against Brian Guerra and Matthew Walters, and that
Nova has not presented evidence to support a trade secret

m sappropriation claimagainst Dale Walters. Genui ne issues of
mat eri al fact exist, however, with respect to Count VI, which

Nova has standing to bring.

1. G st of the Action Doctrine

The gist of the action doctrine “is designed to
mai ntai n the conceptual distinction between breach of contract

clains and tort clainse.” eToll, Inc. v. Elias/Savion Adver.,

Inc., 811 A 2d 10, 14 (Pa. Super. C. 2002) (citing Bash v. Bel

Tel. Co., 601 A 2d 825, 829 (Pa. Super. Ct. 1992)). “As a
practical matter, the doctrine precludes plaintiffs fromre-
casting ordinary breach of contract clains into tort clains.”

The rationale behind the doctrine is that recovery in tort for

breaches of duties inposed by nutual consent, rather than “as a
matter of social policy,” would “erode the usual rul es of
contractual recovery.” 1d. Thus, one party to a contract may

not sue the other in tort if the duties underpinning the tort
cl ai marose nerely because the parties agreed to them

The doctrine will not bar a tort claim however, where
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the wongs alleged do not arise out of duties inposed by the
contract. For exanple, in spite of a confidentiality agreenent
between the plaintiff and the alleged tortfeasor, a tort claim
may proceed if the plaintiff alleges wongful disclosures of

i nformati on not covered by the agreenent. See Bohl er-Uddehol m

Am, Inc. v. Ellwod Gp., Inc., 247 F.3d 79, 103-04 (3d GCr.

2001). In Bohler-Uddeholm the appellant challenged the district

court’s decision to permt a claimfor trade secret
m sappropriation to go to a jury and argued that such a decision
was barred by the gist of the action doctrine. The parties had
an agreenent that in one section barred appropriation of the
appel l ee’ s “know how,” and the court held that “if the jury’'s
verdict . . . on the m sappropriation of trade secrets and
confidential information claimwas based on El |l wod’s
m sappropriation of Uddehol mi s know how, the verdict cannot
stand.” 1d. at 106. The court concl uded that

even if Ellwod s use and m suse of

Uddehol m s know how was covered by the

Agreenent, Ellwood’ s m sappropriation of

Uddehol m's client list, pricing information,

ship-to lists and custoner profile was

sufficient to sustain the verdict of

m sappropriation, since that information is

confidential information and/or a trade

secret but is not covered by the Know How

Agr eenent .
Id. at 107 (enphasis in original). Simlarly, the doctrine wll
not bar a tort claimif the parties have a contract but the

wrongs alleged are collateral to, and not “intertwined with” the
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contract, such as a fraud-in-the-inducenent claim E.q., eToll,

811 A . 2d at 14 (“Although nmere non-performance of a contract does
not constitute a fraud, it is possible that a breach of contract
al so gives rise to an actionable tort. To be construed as a
tort, however, the wong ascribed to defendant nust be the gist
of the action, the contract being collateral.”) (citing Bash, 601
A 2d at 829) (enphasis added).

Unli ke the exanpl es above, all of the breaches alleged
here relate to information covered by, and duties arising from
the CDA. Wiat is fundanentally alleged by the plaintiffs--the
“gist” of their action--is that Walters and Guerra viol ated the
confidentiality obligations inposed upon themby the CDA. See
also eToll, 811 A 2d at 19 (alleged frauds “concerning the
performance of contractual duties” are barred). The plaintiff
al l eges that those breaches were commtted when Walters and
Guerra disclosed infornmation covered by the CDA and failed to
i nform Nova that a patent application had been filed in
connection with it. Those breaches are not “collateral to” the
contract, such as where a party msrepresents his intention to

performunder a contract at its formation. See, e.qg., Mrizio v.

Joseph, 4 A 3d 1073, 1080-85 (Pa. Super. C. 2010). Instead,
they arise solely fromthe duties inposed by the CDA
The doctrine applies to bar the tort clai ns agai nst

Brian Guerra and Matthew Walters despite the fact that the

-17-



contract is with Omi. The eToll court dism ssed fraud cl ai ns
brought agai nst the corporate defendant’s officers even though
the contract creating those duties was between the plaintiff and
t he corporate defendant, because those individuals were only
al l eged to have breached duties inposed by their enployer’s
contract with the plaintiff. eToll, 811 A 2d at 10, 14.

The plaintiff’'s allegations of fraud on the part of
Walters and Guerra relate to the performance of their contractual
duties under the CDA. Nova alleges that (1) the 2000 and 2001
comments to Schlorff regarding Omi’s use of sandpaper in
manuf acturing were fraudul ent because Matthew Walters owed a duty
to communicate in good faith under the CDA;, (2) all of the
i ndi vi dual defendants owed a duty to disclose the prosecution and
i ssuance of the ‘157 Patent because of the CDA; (3) the
i ndi vi dual defendants inproperly converted the information
di sclosed to themin confidence under the CDA; and (4) liability
for trade secret m sappropriation arises fromthe position of
trust and confidence that the CDA established between the Nova
and the individual defendants. Am Conpl. Y 107-10, 117-19,
125-26, 132-36. Critically, the duties Nova alleges that Mtthew
Walters and Brian Guerra breached arise fromthe CDA al one; the
plaintiff identifies no other source for the duties of
confidentiality it asserts that any individual defendant owed.

The tort clains against them therefore, are barred.
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Pennsyl vani a courts have simlarly concluded that the
doctrine bars clains against an individual defendant where the
duties that the individual allegedly breached arose froma
contract between the plaintiff and that enployee’'s conpany.® See

At chi son Casting Corp. v. Deloitte & Touche, LLP, No. 3193, 2003

WL 1847665, at *3 (Pa. Com PI. Mar. 14, 2003) (duties arose out

of enployer’s contract); Elynn Co. v. Peerless Door & d ass,

Inc., No. 830, 2002 W. 1018937, at *3 (Pa. Com PI. My 15, 2002)
(finding that “the contract between plaintiff and
defendants . . . created the duties which [the defendant’s

enpl oyee] allegedly breached”); Flynn Co. v. Cytonetrics, Inc.,

No. 2102, 2000 WL 33711055, at *4 (Pa. Com Pl. Nov. 17, 2000)
(breaches all eged by defendant enpl oyer’s enpl oyees were actually
breaches of the contract between the parties).

Even if the Pennsyl vania Suprene Court’s enbrace of
that principle were uncertain, however, the Court’s conclusion is
consonant with the Third Crcuit’s rem nder that a federal court
should “opt for the interpretation that restricts liability,
rather than expands it, until the Suprenme Court of Pennsyl vani a

decides differently” in interpreting state law. Werw nski v.

8 The Third Circuit also has held in an unpublished decision
that the doctrine applies in these circunstances. WIlianms v.
Hlton Gp. PLC, 93 F. App’'x 384, 387 (3d Cir. 2004) (stating
that the doctrine will “bar[] tort clains against an individual
def endant where the contract between the plaintiff and the
of ficer’s conpany created the duties that the individual
al | egedly breached”).
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Ford Motor Co., 286 F.3d 661, 680 (3d Gir. 2002) (in refusing to

recogni ze a fraud exception to economc |loss rule, agreeing with
the district court’s interpretation of an area that had yet to be
resol ved by the Pennsyl vani a Suprene Court).

The individual defendants here are not alleged to have
entered the contract with no intent to honor it; they are alleged
to have breached its terns after a duty to perform arose under
it. The contract is thus central, rather than collateral, to the
breaches alleged. The gist of the action doctrine bars tort
actions grounded in those breaches. The individual defendants’
nmotion will be granted as to Brian Guerra and Matthew Walters on
Counts Il and V, and as to Matthew Walters on Counts Il and |IV.

2. Trade Secret M sappropriation C aimAgainst Dale
Walters

Dal e Walters acknow edges that the gist of the action
doctrine is not applicable to the tort clains agai nst hi mbecause
he was neither a signatory to the CDA nor an agent of Omi at the
time it was in effect. Instead, he argues that the plaintiff has
not presented sufficient evidence to support a claimfor
m sappropriation of trade secrets.

As a threshold matter, the Court notes that although
Pennsyl vani a has adopted the Uniform Trade Secrets Act (“PUTSA"),
this claimis governed by the conmmon | aw because the all eged acts

of m sappropriation occurred prior to April 9, 2004, the
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effective date of the PUTSA. 2004 Pa. Legis. Serv. Act 2004-14
at 8 4 (West). Prior to the adoption of the PUTSA, Pennsyl vania
trade secret followed the Restatenent of Torts, which provides
t hat

One who discloses or uses another’s trade

secret, without a privilege to do so, is

liable to the other if:

(a) he discovered the secret by inproper
neans, or

(b) his disclosure or use constitutes a

breach of confidence reposed in himby the

other in disclosing the secret to him
Restatenent (First) of Torts 8 757. Under the common | aw,
Pennsyl vani a “adhere[d] to the ‘property’ view of trade secret
law. . . . On that view, the theoretical basis for recovery on a
trade secret claimis not nerely the breach of a confidenti al

rel ati onship, but also the adverse use of the plaintiff’s

intellectual property.” Den-Tal-Ez, Inc. v. Sienens Capital

Corp., 566 A 2d 1214, 1228 (Pa. Super. C. 1989) (citing Van

Prods. Co. v. Gen. Welding & Fabricating Co., 213 A 2d 769 (Pa.

1965)) (internal quotations omtted).

Nova has presented little evidence that it comuni cated
at all with Dale Walters. Schlorff only recalls speaking with
Dal e during the tour of Omi facilities prior to the execution of
the CDA, and MIIigan has never seen any conmuni cations between
Nova and Dale Walters. Schlorff Dep. at 55-56; MIIligan Dep. at

281-82. Nova nerely presents attorney argunent, but no evidence,
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to suggest that Dale Walters spoke to Nova to set up the CDA
Pl.”s Qop. to Ind. Defs.” Mdt. at 29. More fatally, Nova has
presented no evidence that Dale Walters | earned of Nova's
confidential information while standing in a position of trust
and confidence or that he used Nova's intellectual property
adversely.® Viewed in the light nost favorably to Nova, the
record cannot support a trade secret m sappropriation claim
agai nst Dale Walters. Count V also will be dism ssed agai nst

hi m

3. Correction of Inventorship daim

The plaintiff also brings a claimfor correction of
i nventorship (and ownershi p) against Matthew Walters under the
patent statute, 35 U S.C. 8§ 256. Matthew Walters asserts that
this clai mshould be dism ssed because (a) Nova | acks standing to
bring it; and (b) Schlorff’s clains as to the invention she owns
are “too broad” to serve as the basis for the claim

The novants argue that Nova | acks standing to bring a

cl ai munder the statute because it has no interest in the patent.

°® The plaintiff makes a nunber of assertions with respect to

Dale Walters’s involvenent with Omi follow ng his forma

wi thdrawal fromthe firm including his appearance on billing
records produced by a law firmworking on Omi’s behalf. Pl.’s
Qop. to Ind. Defs.” Mdt. 29-30. The Court can only interpret
this as an assertion that Dale Walters’s continued invol venent,
if any, with Omi vested himwith duties to naintain the
confidentiality of information covered under the CDA with Nova.

| f that were so, however, any tort clains against himwould be
barred by the gist of the action doctrine, as di scussed above.
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They argue that the confirmatory assignnent of rights between
Schlorff and Nova is of no nonent and an “unsupported all egation”
inlight of MIligan's statenent that he had not seen the
docunent prior to his deposition. The Court is satisfied that

t he docunent in the record establishes Nova's “concrete financial
interest” in the patent, which is sufficient to confer standing.

Larson v. Correct Craft, Inc., 569 F.3d 1319, 1326 (Fed. Cr.

2009) .

To succeed on a correction of inventorship claim a
plaintiff nmust prove that she is the sole or co-inventor of any
claimof the patent in issue by show ng that she conceived of the

invention. Trovan, Ltd. v. Sokymat SA, lrori, 299 F.3d 1292,

1301-03 (Fed. G r. 2002). Conception is “the formation in the
m nd of the inventor, of a definite and pernanent idea of the
conpl ete and operative invention, as it is [t]hereafter to be

applied in practice.” Ethicon, Inc. v. U S. Surgical Corp., 135

F.3d 1456, 1460. Schlorff’s claimnost generally appears to be
for a sandpaper trigger for use in heat packs. Her own testinony
is corroborated by handwitten notes regarding Nova's use of a
sandpaper trigger and a Nova “checklist” referring to potenti al
materials for use in a heat pack

The defendants do not argue on the present notion that
Schlorff did not conceive of any claimin the ‘157 Patent, but

argue that her assertions “are too broad to establish what she
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has invented.” The defendants argue that she clains inventorship
over (a) all alum num oxi de-based triggers, not just sandpaper
triggers; (b) only soaked triggers, rather than “dry or partially
dry” ones as described in the *157 Patent; and (c) an invention
not requiring a resin coating, whereas the ‘157 Patent refers to
a resin coating. 1Ind. Defs.’” Mt. 35-36.

The first ground is not a proper basis for summary
judgnment on a Section 256 claim The Court does not decide at
present whether Schlorff’s clains are patentable in the abstract;
rather, Nova's claimin Count VI is that Schlorff should be naned

as the sole inventor or co-inventor of the clains in the ‘157

Patent, which are limted to what is actually in the patent. On
the second argunment, the record contains evidence that Schlorff
asserted that soaking was necessary only for “for best results.”
Finally, the Court notes that the *157 Patent appears to include
only three clains involving a resin coating'; Nova needs to
establish Schlorff’s conception only with respect to one claimto
mai ntain this Count. Trovan, 299 F.3d at 1302.

On its correction of inventorship claim Nova nust
prove, by evidence other than the testinony of the purported

inventor, that Schlorff was the inventor or co-inventor. See i d.

0 ' n an abundance of caution, the Court again notes that it
does not presently engage in claimconstruction. Because it wll
deny sunmmary judgnent on this Count, a briefing schedule and
hearing will be set for this purpose. See Markman v. Westvi ew
I nstrunents, Inc., 517 U. S. 370 (1996).
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at 1302 (“To neet the clear and convincing burden of proof,
al l eged co-inventors nust prove their contribution to the
conception with nore than their own testinony respecting the
facts surrounding a claimof derivation or priority of
invention.”). Nova has produced sufficient evidence to survive
summary judgnent on this claim Schlorff testified that during a
trip to Home Depot in 1994, she cane up with the idea of using
sandpaper as a heat pack trigger. She purchased sone sandpaper,
cut it into small pieces, and successfully tested it for use in a
heat pack. She told or showed this to both her husband and
M Iligan, and Nova records suggest that the conpany had
consi dered using a sandpaper trigger in 1995  Schlorff Dep. Qct.
25, 2011 at 29:11-13, 170-176, Pl.’s Ex. C, Pl.’s Ex. X at
NDO0370- 73.

Schlorff’s testinony is corroborated by Nova docunents,
and Nova is capable of neeting its burden of proof on this issue.

See Sandt Tech., Ltd. v. Resco Metal & Plastics Corp., 264 F.3d

1344, 1350-51 (Fed. Cir. 2001) (contenporaneous docunentary
evidence is the “nost reliable proof that the inventor’s

testi nony has been corroborated”). The Court cannot, therefore,
conclude on the record before it that Matthew Walters is entitled
to judgnent as a nmatter of law on Count VI, so this part of the

motion will be deni ed.
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B. Cor por at e Def endant s

In this phase of the proceedi ngs, Nova brings Counts
I11-VI against CW, Respironics, Inc., and Respironics
Novanetri x. Nova argues that by hiring Brian Guerra and by
purchasing Omi’s assets and the ‘157 Patent, the corporate
def endants participated in or contributed to the fraudul ent
conduct of the individual defendants. The corporate defendants
move for summary judgnent on Counts I11-V only. The Court wll

grant these notions.

1. Fr audul ent Conceal nent or Nondi scl osur e

The corporate defendants argue that the plaintiff has
not presented evidence sufficient to support a fraudul ent
conceal ment or nondi sclosure claim The Court will grant this
noti on because the plaintiff has not presented any factual or
| egal basis on which to conclude that any corporate defendant
owed a duty to speak to Nova.

The plaintiff has alleged that the corporate defendants
conceal ed breaches of the CDA by the individual defendants and
furthered those breaches by hiring Brian Guerra. The plaintiff
argues, w thout factual support, that the corporate defendants
conceal ed sal es of infant heel warners by Omi to CW in 2000 and
2001 and that, after |learning of the CDA between Omi and Nova,

t hey conceal ed from Nova the exi stence of the patent applications

that Matthew Walters had filed. Pl.’s Opp. to Corp. Defs.
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Fraudul ent Conceal nent Mt. at 5.

I n Pennsyl vani a, “[c]onceal nent can be a sufficient
basis for finding that a party engaged in fraudul ent conduct,
provi ded that the other requisite elenents of fraud are
established,” but “while conceal nent may constitute fraud,
nmere silence is not sufficient in the absence of a duty to

speak.” WIson v. Donegal Mut. Ins. Co., 591 A 2d 1310, 1315-16

(Pa. Super. C. 1991) (noting Pennsylvania s adoption of the
principle in Restatenent (Second) of Torts § 551).

The Pennsyl vani a appellate courts have not explicitly
identified the circunstances under which that duty to speak
ari ses. However, applying the fraud-by-om ssion principle to the
doctrine of fraudul ent conceal ment, the United States Court of
Appeals for the Third Grcuit has held that the duty nust arise
from*©“a fiduciary relationship between the parties or a simlar

rel ati onship of trust and confidence.” Mest v. Cabot Corp., 449

F.3d 502, 517 (3d Gr. 2006) (citing Chiarella v. United States,

445 U. S. 222, 227-28 (1980)). Here, Nova presents no evi dence of
any relationship of trust and confidence existing between it and
a corporate defendant. It is undisputed that no corporate

def endant was aware, until the filing of the instant suit, either
that Nova existed or that Omi had signed a confidentiality
agreenent with it.

Nova contends that the corporate defendants owed it a
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duty to speak, arguing that by hiring Brian Guerra, CW inherited
a duty to maintain the confidentiality of any information Guerra
obtained fromMNova. Pl.’s Opp. to Corp. Defs.’ Conceal nent Mot.
11-12; Tr. Hr'g 21. However, Pennsylvania courts have not
accepted such an “inputation” theory of know edge from an

enpl oyee to his enployer unless the know edge was gained in the
course of enploynent and for the benefit of the enployer. See

Rochez Bros., Inc. v. Rhoades, 527 F.2d 880, 884 (3d G r. 1975);

cf. Oficial Comm of Unsecured Creditors of Allegheny Health

Educ. & Research Found. v. PriceWaterhouseCoopers, LLP, 989 A 2d

313, 316-17 (Pa. 2010) (in certified questions fromUnited States
Court of Appeals for the Third Crcuit, noting the general rule
that a corporation’s “know edge” is derived by its officers

t hrough principles of agency law) (citing Gordon v. Continental

Cas. Co., 181 A. 574, 577-78 (Pa. 1935)).%

1 At oral argunent, the plaintiff asserted that their
position was supported by First Health G oup Corp. v. Nationa
Prescription Admnistrators, Inc., 155 F. Supp. 2d 194 (M D. Pa.
2001). Tr. Hr'g 24. The First Health court was faced with a
nmotion for a prelimnary injunction. The plaintiff brought a
claimof intentional interference with prospective contractual
rel ati ons because the defendant had hired its forner enployee and
used trade secret information he possessed to help bid on a
Pennsyl vani a state prescription drug programcontract. The court
held that the plaintiff was likely to succeed on its claim
because it was “undi sputed” that the defendant was aware of the
confidentiality agreenent between the enployee and the plaintiff
as it had been shown to the defendant in his job interview |d.
at 233-34. Thus, the “transfer” of know edge fromthe enpl oyee
to the subsequent enployer was nmade not by inputation, but
instead by the information actually being communi cated. Unlike
First Health, there is no evidence here that a corporate
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In the absence of evidence that the corporate
def endants possessed a duty to speak with respect to Nova, the
corporate defendants are entitled to judgnent as a matter of |aw

on Count I11.

2. Conver si on

The plaintiff simlarly contends that by purchasing the
‘157 Patent and hiring Brian Guerra, the corporate defendants
converted Nova’'s confidential information. The defendants argue
that any conversion claimis preenpted by the PUTSA, which
“di splaces conflicting tort, restitutionary and other |aw .
providing civil renedies for m sappropriation of a trade secret,”
but does not displace those actions not based on trade secret
m sappropriation. 12 Pa. Cons. Stat. 8§ 5308. Nova argues that
t he PUTSA does not apply, or that if it does, its conversion
action is not preenpted by it.

As noted above, the PUTSA does not apply to acts of
conversion (or continuing acts of conversion) occurring prior to
its effective date in April 2004. 1In opposition to the corporate
defendants’ notion, the plaintiff argues that “this case invol ves
an act of conversion that started in 2000/2001, and [that]
continues to today.” Pl. Opp. to Defs.’ Conversion Mt. 10.

Wth respect to the corporate defendants, however, they argue

def endant was aware of either the CDA or that Brian Querra
possessed any confidential information belonging to Nova.
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that they “have intentionally or unintentionally converted or
participated in the conversion of [the individual defendants],”
and did so “by purchasing the ‘157 Patent and hiring Brian
Guerra.” 1d. at 3, 7. The purchase of the ‘157 Patent and
hiring of Brian Guerra indisputably took place in May 2006, and
so the PUTSA applies. ?

The plaintiff argues that its conversion claimis not
di spl aced by the PUTSA because courts in this district have “held
that the PUTSA does not preenpt common |law tort clains (at this
stage in litigation) when it has yet to be determ ned whet her the
informati on at issue constitutes a trade secret.” 1d. at 10.1%

The PUTSA defines a trade secret as

[I]nformation, including a fornula, draw ng,

pattern, conpilation including a custoner
list, program device, nethod, technique or

2 Nor can the plaintiff ground its argunent in an
inmputation to the corporate defendants of Brian Guerra’s
know edge, as di scussed above.

13 Gting EXL Labs., LLC v. Egolf, No. 10-6282, 2011 W
880453, at *3 (E.D. Pa. Mar. 11, 2011) (finding that the
plaintiff had premsed its clains on theft of trade secrets and
“other confidential information”); Cenveo Corp. v. Slater, No.

06- 2632, 2007 W. 527720, at *3 (E.D. Pa. Feb. 12, 2007)
(review ng cases both finding and not finding preenption at the
noti on-to-di sm ss stage and adopting the reasoning of Stone
Castle Fin'l, Inc. v. Friedman, Billings, Ransey & Co., Inc., 191
F. Supp. 2d 652, 658-59 (E.D. Va. 2002)); Roger Dubois North Am,
Inc. v. Thomas, No. 05-2566, 2006 W. 2645149, at *3-4 (M D. Pa.
Sept. 14, 2006) (refusing to dism ss on preenption grounds
because the plaintiff’s allegations were “not based solely on

m sappropriation of trade secrets”). These decisions were issued
in response to notions to dismss, not after a factual record had
been devel oped, as here.
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process that:

(1) Derives independent econom c val ue,

actual or potential, fromnot being generally

known to, and not being readily ascertainable

by proper nmeans by, other persons who can

obtain econom c value fromits disclosure or

use.

(2) I's the subject of efforts that are

reasonabl e under the circunstances to

mai ntain its secrecy.

12 Pa. Cons. Stat. 8§ 5302.

The plaintiff’s allegations are that the information
converted was its sandpaper trigger technol ogy, specifically, the
use of al um num oxi de sandpaper in a heat pack. Nova has
asserted that the technol ogy confers an advantage over prior
met hods, and that it engaged in efforts to maintain the
information as confidential, including through the execution of
confidentiality agreenents with conpetitors. Nova Stnt. Facts
19 10-11. Viewing the record evidence on this issue in the |ight
nost favorable to the plaintiff, that information was

substantially secret and of value to its owner, and therefore a

trade secret. See Pestco, Inc. v. Associated Prods., Inc., 880

A.2d 700, 706 (Pa. Super. Ct. 2005) (“The crucial indicia for
determ ni ng whether certain information constitutes a trade
secret are substantial secrecy and conpetitive value to the

owner.”). Nova has not alleged that any other information it
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possessed was taken by any defendant.* Pennsylvania | aw makes
clear that such a claimnust be brought under the trade secret

statute, which the Court now addresses.

3. Trade Secret M sappropriation

The plaintiff also alleges that the purchase of the
‘157 Patent and the hiring of Brian Guerra by the corporate
defendants constitute acts that render themliable for trade
secret m sappropriation under Pennsylvania |aw. The corporate
def endants argue that any such claimis time-barred under the
PUTSA®™ and is neritless. The Court will grant this notion
because the record contains no evidence that a corporate

def endant was aware that any information it allegedly

4 Nova asserts that “certain information protected by
agreenent [can be] . . . considered by a business to be
confidential, while not necessarily qualifying as trade secrets.”
Pl.”s Qop. to Corp. Defs.’” Conversion Mt. 9 (quoting lron Age
Corp. v. Dvorak, 880 A 2d 657 (Pa. Super. 2005)). Nova does not
identify which information it asserts was confidential and
converted but not a trade secret.

15 As di scussed above the PUTSA applies because the alleged
m sappropriation occurred after its effective date. Nova inplies
in opposition to the corporate defendants’ trade secret
m sappropriation notion that several events occurring prior to
2004 m ght serve as the basis for this claim See Pl."s Oop. 3
(stating that “the m sappropriate [sic] first occurred and
continued to occur through the follow ng events” occurring
bet ween Decenber 2000 and May 2006); id. 14-15. However, the
plaintiff has not put forth evidence of any act by the corporate
def endants serving as the basis for this claimother than the
purchase of the ‘157 Patent and Omi assets and the hiring of
Brian Guerra.

-32-



m sappropriated was inproperly obtai ned.

Under the PUTSA,

[ mMisappropriation [i]ncludes:

(1) acquisition of a trade secret of another

by a person who knows or has reason to know
that the trade secret was acquired by
i mproper neans; or

(2) disclosure or use of a trade secret of

anot her wi t hout express or

a person who:

12 Pa. Cons.

(1) used inproper neans to acquire
know edge of the trade secret;

(1i) at the tinme of disclosure or use,
knew or had reason to know that his
knowl edge of the trade secret was:

(A) derived fromor through a
person who had utilized i nproper
means to acquire it;

(B) acquired under circunstances
giving rise to a duty to naintain
its secrecy or limt its use; or

(C derived fromor through a
person who owed a duty to the
person seeking relief to maintain
its secrecy or limt its use; or

(ii1) before a material change of his
position, knew or had reason to know
that it was a trade secret and that
know edge of it had been acquired by
acci dent or m st ake.

Stat. § 5302.

The novants have produced evi dence that Omi

good title to the ‘157 Patent,

i nplied consent by

war r ant ed

and that no corporate defendant

was aware of the CDA or any other interactions between Omi and

- 33-



Nova prior to this suit. This evidence is undisputed. The
plaintiff argues that CW' s approval of marketing literature
referring to several patents, and the hiring of Brian Cuerra,
denonstrate that the corporate defendants knew or had reason to
know t hat the sandpaper trigger technology may have been acquired
by inproper nmeans. The Court has discussed how Guerra’s
know edge cannot be inputed to the corporate defendants. 't

I n one paragraph of her declaration, Schlorff states
that she believed that certain marketing literature produced by
CW “shows a photo shopped (i.e., cut & paste) ‘Pinch & Rub’
trigger on a HEEL HUGGER I[nfant] Heel] Warnmer].” Schlorff
Decl. § 14, Pl."s Ex. E. This point is argued wth respect to
the corporate defendants’ know edge regarding Nova’'s confidenti al
information. The corporate defendants argue that this is
specul ative and | acks foundation, rendering it inadm ssible |ay
opi nion testinony under Fed. R Evid. 701. Under the Court’s
analysis, it does not raise a genuine dispute on the fact that no
cor porate defendant was aware of Nova or the agreenent it had

with Omi prior to CW' s purchase of Omi assets in 2006. No

8 At oral argunent Nova's counsel suggested that the Court
shoul d infer that the corporate defendants had reason to know
that i nformation was obtai ned by inproper nmeans because they were
“fully aware that [the *157 Patent] could be invalid when they]
were] acquiring it, and conduct[ed] a reckless and wanton due
diligence review. . . .” Tr. H’'g 37. The Court need not
address this as a basis for liability under the PUTSA because
there is no evidence of this either.
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reasonabl e juror could conclude that Schlorff’s opinion regarding
t he appearance of CW' s marketing literature denonstrates that
CW was aware of any confidentiality obligations between Omi and
Nova.

None of the other evidence the plaintiff offers raises
a genui ne issue of fact as to whether the defendants knew or had
reason to know that any trade secret had been acquired by
i nproper neans. |In the absence of such evidence, the corporate
defendants are entitled to summary judgnment on Count V.

Among the clains in the first phase of these bifurcated
proceedi ngs, the correction-of-inventorship claimrenains
out st andi ng as agai nst Matthew Walters and the corporate
defendants. The Court will solicit proposed discovery, briefing,

and hearing schedules fromthe parties on that issue.

An appropriate order shall issue separately.
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I N THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

NOVA DESI GN TECHNOLOA ES, : ClVIL ACTI ON
LTD. )
V.
MATTHEW K. WALTERS, et al. E NO. 10-7618
ORDER

AND NOW this 27th day of June, 2012, upon
consi deration of the notion for summary judgnment of the
def endants Matthew Walters, Dale Walters, and Brian Querra
(“individual defendants”) (Docket No. 93), and the notions for
summary judgnent of No Conversion (Docket No. 94), No Fraudul ent
Conceal nent or Nondi scl osure (Docket No. 96), and No Trade Secret
M sappropriation (Docket No. 98) of the defendants Children’s
Medi cal Ventures, LLC, Respironics, Inc., and Respironics
Novanetri x, LLC (“corporate defendants”), the plaintiff’s
responses thereto, the defendants’ briefs in reply, after oral
argunment on the notions on May 9, 2012, and for the reasons
stated in a nenorandum of |aw bearing today’s date, |IT IS HEREBY

ORDERED t hat :

1. The clainms for conversion and for correction of
inventorship in Counts IV and VI against Brian
Guerra and Dale Walters are DI SM SSED W TH

PREJUDI CE as withdrawn by the plaintiff;



2. The claimfor fraudul ent conceal nent or
nondi scl osure in Count |V against Dale Walters is
DI SM SSED W TH PREJUDI CE as wi t hdrawn by the

plaintiff;

3. The individual defendants’ notion for summary
judgnment is GRANTED I N PART as foll ows:
A Wth respect to Matthew Walters on
Counts Il and IV; and
B. Wth respect to all individual

def endants on Counts IIl and V;

4. The indivi dual defendants’ nmotion as to Count VI

is DENIED with respect to Matthew Walters

5. The corporate defendants’ notions for summary

j udgnent are GRANTED.

VWHEREAS the sole remaining claim (Count VI) in the
current phase of the bifurcated proceedings relates to patent
ownership, IT IS FURTHER ORDERED that the parties shall discuss a
proposed schedule and |ist of activities with respect to that
claim |If the parties can agree on a proposed schedul e, counsel

for the plaintiff shall submt that to the Court on or before
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July 20, 2012. If the parties cannot agree, each side shal

submt a proposed schedul e by that date.

BY THE COURT:

[s/ Nary A. MLaughlin
MARY A. McLAUGHLI N, J.

- 38-



