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TN T}IE SUPERIOR COtr-iRT OF T'HE STATE OF CALIFORNIA

li\ AI\D FOR THE COUNTY OF ORANGE,

CENTRAL JUSI'ICE CE}IY'ER

'fLIE I}EOPLE OF THE STATE OF CALIFORNIA" Casc No.: 3fi-?016-0tlgfi[E6f-CU-BT-f,Jt:

TOI\Y RACKAUCKAS. DISTRICT A]-TOI{NEY
COU,\T\'OF ORANCII, STATE OF CALIFORNIA
BY; J{Jn l)-A(;OS'l'lNO. SBN I 15,'71

Senior Assistant District Attanrey
KEI.-I-Y A. ERIiBY. SBl\ 227961)
Deputy District Attonrey

POST OFFICE BOX BO8

SANTA ANA. CALIF'ORFiIA 9270?
TELEPHONE: {7 I 4} 834-3600

vs.

ELECTEOI{ICALLY FILED
Superior iloun nf 'lalifomia,r:runt'y of i'ran$e

'l0.,ltflll'|6 .rt Dt]:3S:0I Fl*l

tllerl." af the Sqlerior i,'ottlt
E y Jeanette Tonet-lvlentloia. Deput I t.'lerl..

l 7200 (UNLAWFU{-, UNFAI R
F'RAUDULEN'T BUSINESS
PRACTICES)

Plaintiff, i tro,U COII{FLATNT F$R 
I) \/tol.AT'toj\s or BUSINESS AFJDI

) PROFESSTONS CODE SEC]]ON 
I) 17200 (UNLAWFU{-, UNFAIR AND1

) F'RAUDULEN'T BUSINESS ]

ENCES. ) PR{CrICES) 
I

AS. SR: ! li.lt^ft.g l:ccs E.rcnpt (Gov. ('arir,.it 
I\ 610-1t 
i

:fendants I 
I

-.--) 
Judge tutary Fingal Schuhe 

I

I

,. by and through Tony Rackauckas, District AttonreVi

bllou's: 
IropucrroN I

'inci Bioscisnces- LLC obtained 3b6fied f€lr" IusI
red those donations into a profit-driven business. 

I

r flom the heart, lungs. kidneys. brain. intestines. 
I

us donations. The companies adverrised and sold I

t

I

DV BIOLOCICS, LLC; DAVINCI BIOSCIENCES. i "'*'
LLC; ANDRES ISAIAS; ESTEFANO ISAIAS. SR: t Fitinp t:rLLL'; ANLII{LS lSAlAS; trs I bFANU lSAIAS. SKi ) Filing l:eas Exenrpt {Goyt. (brir g
ESTEFANO ISAIAS- JR and DOES I-10 ') 6t0-st

Defendants

Judge tutary Fingal Schuhe

Tlie People of the State of Calitbmia. by and through Tony Rackauckas, Distrir:t Attrr

frrr the Counryr of Orange. hereby allege as fallows:

INTRODUCTION

l. DV Biologics. LLC anri DaVinci Bioscisnces- LLC obtained aborted f'etus

donations fiorn Planned Parenthood and turned those donations into a profit-driven business.

Thcy did so by selling tissues and stem celis from the heart, lungs, kidneys. brain. intestines.

skeletai muscle and trones of the aborted fetus donations. The companies advertised and sold

COL,IPLAINT
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thcse -'prenatai products"' fir:m 2009-2015 to conrpanies all arouncl the u'orld. eaming hundreds

ol thousands of dollars irr rcrsnue.

2. Althcugh donations are pcnnitted. the sale of lbtal tissuc and cells t'crr "r.aluable

consideration" is illegal under both Caliitrmia and f'cderal lau'. (Cal. Health & Salety Code 
-rt

125320; 4l tj.S.C" $ 289g-?-) 'l'hese laus rvere adopted ttr adth,ess the "signifrcant ethical and

;rolic;.'concerns" lhat arose r+ith the lcgaliz-ation of stem cell research and "to ensure tlral

researchers have tlrc tools neces.sar)' Io i'ulflll the promise of s{em cell rcsearch'" -- an objective

thal cannot be achier.ed if stenrs cells are too expensive for the scier:tific com;nunity to acquire

for research purposes. (Stats 2002- ch. 789 [S.B. No. 25-3] $ I (g)-(h].)

3. Nonetheless, Defendan{s pressed onrvard. year-alter-y*ar" in ail attempt to beat

their "competition" and increase rnzrgins -- just as any prolit-seeking entcrprise may otherwise

attetnpt to rlo. lndeed, rather than limiting their income on these sales, the companies

intentionally set their prices as high as possible in an effort 1o rnaximize their profit"s. Sales and

ruarketing slall rverc hircd. paid cornmissions. and pressured to "push'' sales in order io nlee{

increasing revcnus objectives every year. They were encouragetl to offer discounts, clrupons,

and sales-pricing on fetal "products" to lnove "invenlory" more quickly as rvell.

4. Tlre business rvas lucralive. To be sure. tbtal stern cell "products" were routinely

sold at a l0-fold. or higher, mal*-up over the mininral costs that were required to handle. process

and distribute these "products"'lbr sale. The cornpany also charged packaging and liandiing fees.

as *"ell as marted-up shipping fees, so as to eam a little extra profil on every lransactiott.

5. It is estirnated tlrat the companies sold hurrdreds of different fetal tissue and stem

cell 'products" for valnahie consideratir:n in violatioi: of tlre law. Eacli unluwful sale is a

separale act olunlar+ful and unlair compelitiorr under California's Business and Prolbssitlns

Code Section I 7200 for rvhicli civil penalties and injunctive relief are warranled and hereby

sought b1, rvay of'this Cornplaint.

JUR,ISDICT'ION AND VENUE

6. At the relevant timc period iri this case, Def'endants h'ansacted trusiness- ernptroyed

u,orkers andlor controlied a place of business in the Courrty of Orarrge. in the state of Clalit'onria,

COMPI-AIN'I
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T'he unlau'ful conduct -- inyolr.ing the unlarvful sale of fbtal tissue lirr valuatrlc consirleraticn --

occurrecl irr lhe Cnuntl i:l'Orarrgc. iti tltc state ol'('alilbrnia al thc Dei'endants'place ol'l'rusiness.

7. Juristiicti*ri and vsnue are propel in this Court pursuant to California Coclc ol

Cir.il Pnrc'edure Sections i95 and 395.5 bscause tlrc conduct giving rise to liahility occun'ed in

thc Countl ol'Orangc at the Dct'endants'places of business located at l2-i!) Vistoria Slreet, ('

Mesa and 2667 Otrrt Canal Road in Yorba Linda.

PARTIES

8- Tony Rackauckas, as Dislrict Attorney for tlie Caunty of Orarrge. acling to

the puhlic fronr unlawful. unfair. or t'raudulent trusiness practices, brings this action in the public

interesl on belralf of the Pa:ple. As such, the Plaintiff ir: this action includes the People of the

State of California and the County of {)range (hereinatier. the "Plaintiif" or the "l'eople").

9. Incorporated in Noven:ber 7$l)7, Defendant DaVinci Biosciences. LLC, is a

Dclarvare Lirnited Liabilitv Company *,ith its principal place of business. as of June ?4. 2015,

located al22{t67 Old Canai Road in Yorba Linda- in the County of Orange. Pdor to June 2015.

the prirrcipal pXace of'business tbr DaVinci Bioscicnces rvas located at l23g Vict<lria Street,

Costa Mesa, in the County crf Orarrge. The companl, filed an application for registration with the

Califorrria Secretary of State in 2007: however. the California Franchise Tax Board forfcited the

entit-\"s 1rorvers. rights and privileges on .lul1' 28. 2015 ard the entit.y-'s po\ .ers. rights and

privileges have remaincd lbrfeited ever since.

10. Defendant DV Biologics. LLC was incorporated in Dclaware on March 3. 2009,

and shares its priacipal place cf husiness. as of June 24, 2$15. rvith DaVinci Biosciences. loca{ed

at2?.667 Old Canal Rcad in Yorba Linda, in the County af Orange. Prior to.lune 2015, the

principal placc of business lor botlr companie's was located at l2-19 Victoria Street. Costa Mesa.

in the County of Orange. The company filed an application for registration with ll're Califomia

Secretar,v of State in 2t)09: horvever, the California Franchise Tax Boatd forfeited tlre entitS''s

po$rers. right"s and privileges on November 3,2014 and the entit]-'s po\r'ers. r-ights and privileges

have remaincd fod'eited ever sincc.

COMPLA INT
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I L DaVinci Bioscicnces is jointly trvncd and nranaged try Andres Isaias. Luis lsaias

and Estctano Isaias. Audres Isaias- Li.ris Isiiias. and Estefano Isaial aisti i.lu,n ailcl nranage DV

Biok"rgics. -llrc tn'o conrpa*ies sharc tlre sanrc otlct- spacc- ernploytcs. and n:anilgemcnt. 'lhe

olganizatirxr eirafis of bclh cornpanies. dcmcnstrating tlre unity of orvuership. nreuragemenl and

empioyees. in 2015 is attachcd hcrela as Exhibit A, There is no separate accounting of the

financiaJs otr"tlie llr'o co111;13nics: the aecoutllittg of ter.enue atrd expetrscs lbr both cornpanics is

I$01'n commingled. Thcrc is tltus a unity of ot'nership and slraring of rnanagemerrt. operatir.rrrs.

reveflucs and expennes bctween the t*'o companies such thal therc is little to uo separation

bct*,eetr lhe tr*o. Thc nto cotltpattiet are alter egos tf one another and are collectivel5, re{'en'ed

to lrerein as "DY" *r "'Delbndants."

12. Since 201 3. the two cclnrpanies also sharc office spacs. employees and operatiorrs

uith a third cnrr:panl callcd "TheBioBrix LI-C." TheBioBnx LLC is a l)ela*,are Limited

I-.iability Ccripanl," inco4roratcri in 20l2 which is doing husincss in Calilonria as a stern c$11

bank and laboratory. Deferdant Andrcs lsaias is the Fr-esideut of TheBioBox. Andres Isaias

applied to register TheBi*Box as a forcign Limitcd i-iability Compar:y in the state of Calift'rrnia

in November 2012; horver.er. the {'alil-omia Franchise 'l'ax Board l-crrfeited the entity''s polycrs.

rightsandpritilegesonAugust l,ltll6aneltheenlill.'spor\ers,rightsandpririlegcshave

remairied tbrfeited er,er sinee.

13. I)ei-endant Andres Isaias is onc of the lbunding rncmbers of the DV Defendants.

Irr January, 20l 1 . he bcsanre thc Fresideltt of both companies and at all relevairt tirnc Periods

thereatler. he was tire officer and managcl in co::trnl c{'thc business operalions and activities of

the DV Dcfendants. Andr*s Isaias. along rvith the other family mernbers, rnanaged and

controlled tlls fir:ancial decisions. books and records fnr the DV con-rpar"ries finm lhe tirle they

r.+cre tr:ntred untii thc present date . Andres Isaias exercised control ol'er the l)V comparries and

directly participated in their *perations trv atiending several business stralegy and sales rneetings

at thc California DV headquarters" tbcilitating an audii of the valur of'DV's invenrar.v" and b1'

requirirrg regular f.inancial and sther reports irorn DV cmployees ft'cn: approxirnately 20t19 to the

COl\,,IPI*AINI'
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prcsenl diltc. Aurircs lsairrs tjled and signrd" a.s Prcsidenl. tlrc mnsl recent Slatcment ril'

Inlonlatiru tirr botl'r D\,' Dcfludants u'ith the Calitirrriia Sccrelary oi'Statr: on January 3 t. l0l l.

1.1. I)elendants [stefano Isaias. Sr. and Eslefano Isaias Jr.- arc iathel arrtlson. Botl't

Estetann isaias..lr. and Estrrtar:o Isaias. Sr. parlicipaterl in the ii'rr"rndincollhe l)V Dct'endants

u,ith Andres lsaias. r+ho is thci'rrotherof Estetano lsaias.lr. and also the sort o1'Estctano lsaias

Sr. In January 201 l. "i:stelbnt': Isaias-' rl as desig.natcd as a rrlanagcr and.ior mcmtrer of lroth

cornp*nies and at all reriev*nt timc periods tlrereafter, has hecn one of the ofllciaI rnanaging

memhers of the companies in uuntr*l af the husiness operations antl activities of the D\r

emplovecs, Estefano lsaias. Jr". arid Estetano Isaias. Sr. along with titlier {amilytnsrnhers.

rlanagcd and controlled the {inancial decisicurs. books and records t'trr the DV companies f}om

tlre tin:e ti:ev were lirnncd until the prescr:t date. Eoth Esletano Isaias.lr", and Estelann lsaias Sr.

exercised control over the I)V companics atrd directly participated in their operalit-rns b1z working

in concert r,vith Andrcs lsi:ias ro marlage tlre companies. by attendirrg ser.eral busincss strateg;-

and saies n"leetings at ihc Calit'onria DV headquarters. auditing thc r.niue of D\"s inventorr'. and

revicx.ing reguiar financjal antl other rcpafis fi'orn DV ernplovees from approxima{eiy 20(}9 to

the presc'nt date. Tl're individual dcfbndants arc colleclively rcfen'ed to hcreirr as the "'lsaias

Dcl'endants."

15. PlaiutilTis iprrorant of the irue names and capacitics of Def'endants sued herein as

DOES I -10. inclusive. and therefcre sues these Dcfendants try such llctitious rlarnes. Plaintifl'

rr,iil amend this cornplaint to allege thcir true narnes and capacities u,hen ascertainet.

GEr\EBAL ALLE$A:IIOryS

lS" DaVinci Biosciences slartcd doing business in Orange Ciounty' as a hiotechirology

research and der,elopmcnt lahoratory in 20{}8" The corxpany did nrit scll an3 products. or eam

an)' rel..enuc- hul mthcr- dedicated its rcsources lc "lhe discoterl' and d*.clopment of cell-based

thcrapeu{ics ... that aid ilr the tl"eatment of human degeneralile disorders."' (DV 1012 Business

Plan.)

!t!

;i'i
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17" According 1o {he contpanl"s u'ehsitc:

DaVinci Biosciences. LLC is dedicatcil to improving the qualitv of lit-e lor individuals
sull.ering tionr degenerative disease and injury. Through responsihle rescarch anri

developlrterrt. we slrive to be innoyative lcraders iu triotechnologv and regenerativ'c
rncdicine: rcnowned rvorldwide 1br oui scientitic and medical achievcnrertls ancl

eonlributions lo thc health and wcll-being of communities.

{littp:lidvbiosciences.cotn.} ln partiouiar. the companf is "'investigaling the use of sten: cells tcr

lreat parients sullbring ll-orn" diseases Iike cardiovascular disease. neurological disease.

autoimmune disease- as well as spinal cord injurics. ardrritis and other sports injuries.

{http:ildvtriosciencss.comi clinical-applicatinns /cardiovascular-discases.).

I8. A stem cell is "an unspecialized cell that gives rise to di{l'erentiated cells.'-

{Meniarn-Webster.com.) Thero are adult. embryonic and t-ctal stem cells in humans, Adult sterr

cells are located in blootl, bone marrcx'and fatty tissues- and generalll"'-aci as a repair systenl

lbr the b*d1,. replenishing adult tissues.-' (https:/,'en.u.ikipedia.org.ir,viki,'Stenr_cell.) Embrl'onic

stem cclls are '"derived ll'orn thc inner cell nrass of a blastocl,st- an earll' stage emblyo"' n'hich

exists --l-5 dal's post lcrtilizalion." Ud.l Fetal slem cells rnay tre located in the'"organs of

le1uses." -thc tissue of the fbtus proper" ot "extraembryonic membranes." l.ld.1

Ig. 'l'lrere is a "right to ctllduct stem cell research" in the State tlf Caiifnrnia. (Cal.

Const. Art. 35 $ 5.) The research is Lrelieved to hold great prornise ftrr the tuture of rnedicine.

According to DV's 2012 Business Plan. -[s]tem cells ar cell therapies ltar,e been used tbr grealen

than 40 -Y-ears" t'nr {he trcatrnenl of disease, and thc "cell-based" markel related therelo is

estirnated "to be in lhe several billion dollar range." (ld.)

$t

lt/

fit
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A. D*l''inci Obtained And Usetl Aborted Fetus Donations lirom Planred Parenthood

For Their Stern Cell Research

2*. DaVinci Biosciences securcd its first tbtal tissue donations trorn Planncd 
I

Parenthoixj in late 2008 tor its rcsearclr. DV continr,red to receive fbtal rissuer <lonations on a

regular basis f'roin Plamred Parenthood until 2015. The ccrirrpanies tbtained adult tissue samplcs r

trom donations procureti frorn local hospitals andlor tissue clonation centers.

21. Sincc its founding the rvork of DaVinci Biosciences has resulted in two published

scienfific papsrs. hr its 2014 published stucly" DaVinci Biosciences repor{ed lhe results ol'their

initial research on '-17- to l8-week-old pre-natal smail intestine tissue rnadc avaiiatrle Aon:

elective medical abortions." finding'that these cells are a potential in viro rnoclel tor drug 
f

discovery and delelopment, and possii:I1 in cell transplantation and tissue engirrecring studies."

(Nasrallah et a1-. tkrman Prenatal Snwfi lntsstint {'alla.r a l,'aluablc Source ri-Stem Calls and 
i

Iit)ithcliet {'alls: Phenatvpit' and !--uncrional ('haractcrizettiotr,Cur- & Ttsst-ic

TRRsspLsxrATroN & Tur.n*rv 2014:6, at pp.l -9.) On July 8^ 201 5. the cornpany zurnounced 
,

I

thal "their paper on 'Stent Cells 'l'argeting Inflammalion as Potential Anti-Aging Strategies and 
I

'l-herapies' has treen accepted lbr puhlicatian in ilre peer-reviewcd journal Cell & Tissue

:

1'ransplantatitn & Therap_v." {http:# www. dvbiologics.conrrblttg/20151fi7,'published-paper- 
i

stenr-cells-targeting-infiammation-petential-anti-aging-strategies-therapiesi. ) The company

repofls that the1, arc the ''llrs1 to publish on the process ol usirrg slem cells as anti-aging

straregies." (1d.)

t//

I#

fit

COMPLAINT



I

2

-'t

+

5

{t

1

fJ

I
t0

ll
t2

r3

14

t5

t6

17

t8

l9

?0

?t

22

23

24

75

26

27

28

ts. DY Biologics ll/as Launched In 20tlt) To Provide A Revenue Stream To The

Research And Development Companl

22. ln carl-v 2001). tlre lsaias Defendarrts and DaVinci's thcn-nranager and -'CEO*

Francisco Silva. an:ong others. collaborated and decidcd to expand the DaVinci business to

irrclude a revenue-driven unit. The-v" decided to stafi selling products derived t'rom the cells and

tissues thry rvere already collectilrg. processing. storing and using for research purposes. DV

Biologics *'as then incorp'oratcd as the sister company to DaVinci Biosciences to gen€rate

income using the alread.v eslablished infrastructure of DaVinci Bioscierrces. DV Biologics

began "cornmercial operations in May 2009 r,lith a minimal product inventory and no nrarketing

or sales.'" (DV 201? Business Plan. al p.l 8.)

2i. A fcrv nronths later, DV launched its first markeling campaign to stafi

producing sales. According to their markeling plan: "The marketing challerrge lbr [2009-2010]

rvill be to in{roduce our praducts in a politically conscic'us wa}i gir.en that the material is both

human and in s$rl)c cases pre-natal derived ." . lliJ The challetge rtill be to lbnrr a sale.s tactic

teanr- infiltratc markets .,. to clrange existing bu1'er's outlook and purchasing behaliars ... [arrd

to rnake] hunran cell-derir.ed products rveli unt{erslood arrd appcar worthy of any additional cost

to purchase." (Dtr Biologic-s Marketing lllan 2009-2010.)

?4. Thc companies hired an outsidc marketirrg consultant to develop rnarketing

rnaterials, including a catalog. to supporl their sales eflbrt. The 2010 catalog u,as posled o:r lhe

company's u"ebsile in .lanuarl 20l 0 and senl lo vadous salcs leads in arr i:fforl to drive sales.

25. ln additiori t;r ''post'natal" arrd diseased tissues and cells. DV a<lverliscd the salc

of nullrerous "prc-natal" "products," including ietal "tissue-deril'ecl cells" as parl ol'their

I-lFEhankrN branrl. Prelraral tissue and cells fi'orn l'etal hcart. brain. lungs, ki<lneys. livei, large

CON4i'LAI\T
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intestines. srnall intestines. skin- skeletal muscle and bones rvcre all offered lor sale, "fhcy

adverlisetl prices in a rartge as lor,r' as $40/r,ial tiir "'l otal RNA" rells 1}om ssveral lbtal parts tu

as high as $l.l00ivial for specific cells fiom fetal brain tissue, Most --products" were priced

somewhere in lhe rnidtlle of this ranger including. c.g.- 5300-3?Str.ial for f'etal lur:g cells: 53(i0-

450lvial ior fetal kidney cells: S500-7001vial fbr tbtal healt cells: and $250-700/vial for t'etal

liver cells.

?6. From one t'etus donation. l)V created dozens of different types of prenatal

'"products." and lTundreds of individual unils of each type fnr sale. DV was able to do so r+,ith a

limited nr:tnber of labor ltours (ranging finrn approximately 2-9 labor hours pe-r "product") and

vsry minimal costs (usually less than S20lvial). With just a ferv hours of tir:re, and very little

cost. thcrefbre. DV scientists created hundreds of vials of fetal stem cells. u,hich they packaged

separately for sale on a per vial basis. DV rnaintained an invenlory of vials "in slock."' in on€ rrr

two rcfligerated locations {provided by DaVinci Biosciences} until soid. If they ran out of'

inventttrv. they could "casilv'' nrake more units from the prior fetus donatior'rs or sccure il new

donalion to meet customer demands.

2'|. ln addition to charging a price tbr caclr viallunit o{ "prnduct,"' DV alsa separately

charged tretween $50-75 per purchase ordcr trr thc'"packaging and hrnrdling"'ancl "'dry ice" used

to lacilitate the deliven'of the producis to their customers. An additional '"treight" or -'shipping

charge" u'as asscssed to some customers as well.

28. Bctv,.een 2009 and 201 I, sales rcvenues nearly' tripled as the business started to

takc shape, "Sales increascd 59o1, in ?01 I fi"onr 201{f'and tlre p\r 'product catalog ha[dl grorvrr

to greater than 48 pages tbr 20t I -2012." {Dtr 201 2 Business Plan. at p. I 8.} Defendants sold

hoth adult-derived and fetal-derived lissues and cells to phannaceutical companios and acadernic

COMPLAINT
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institutirnsarr)undtlter+'orldthrtughanet\\'orkofdistributor"s. Bylheerrdof20il,D\,'had I3

worldrtiilc dislritrutors in plar:c ar"rd the nrajoritl ol'its rsvcnue \r'as earr:ed fiom inlernirtional

salcs. (ft/.. at p.2.)

C. Management's 2012-20I3 Dircctire T'o Push Sales, Beat The Competition. And

Increase Rel'enue Drives Business Fonvard

29. In late 2011, at the directiorr of and with the knor+ledge and paflicipatinn of the

lsaias Defendants, DY executives rnet to strategize a husiness plan going fonvard. According tr:

their 2tit2 Business PIan dereloped shortlS, thereaiier. the Dcfendants' "3 year goals fwere] to

infiltrate ths cell-based market. be a major competitor in the ccll-based therapie.s and tools

rnarket firr impmving health aud quality of life, and prorride a lrcaithy and consen ative lralance

sheel.'^ {DV 2012 lJusiness PIan. a1 p"?.) 'l'lreir ''otljective" rl.'as !o develop their "business units

into reverue and value generating subsidiaries." tld.. at p.6.)

30. 'I'he1' planncd to achicve these goais b,v "hiring a cornmercial representalive"

andJor *a dedicated sales/nrarketing person-" increasiug "the amount cf marketing" and the

"number of distribulors throughcut lhe rvorld and tak[ing] advantage of the intemel" distributors.

nervsiellers- educational presentations. and direct marketing/sales." (/d, at p.1) They planncd

''cn penetrating the local American market" by securing a Lirrited States distribulorship

agreement. ild.. at p.(r.) DV Biologics rvas required lo "market no less than l0 neu producls

yearl,v." (1d., al p.24.) Managcment set lbfih these directives rtith the '"aim to increase sales

yearly b-r, no less than 30% each ycar lor the next 3 )'ears . .. " (td.. at p.6.)

3l. Bi. 201?- DV Biologics had or,er ,500 products in its inventory' "rvith sorne 13.900

units ar.ailable-" for saie -- an inventory that DV "valued at much greater than $4.4 lr,lillion
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doflars." llcl..at p.6.) At onepoint^ based on an audit lircilitatedtry the Isaias Det'endarrt-s. the

conrpanies helieved tlre valuc ot'the inventorv could be as high as 510 urillion.

3?" DV started implernenting the direclir,rx of the 201 2 Business Plan, including

rctainir:g additional sales personnel and increasing their marketing eflorts h-v distributirrg their

catalog ner.r,sletlers. product brochures and other materials at conf'erences. via eruaii or by

publishing the nraterials on tlreir rvebsite.

33. There rr:as little competition for the sale of many of their prenatal derir.''ed

"products.'- so the company bcgan a push to sell their prenatai stem cells as part of their direct

marteting eft-orts. A fall 2{.}1 2 nervsletter, for instancc, lrjas dish'ibuted that f'eatr"rred small

intestine epithelial cells (pD0015-F) fbr diabetes and weight conlrol resealch. lrr late 2012. the

DV catalog rvas also arnendecl to more prornineirtly highlight the distinction betrveen prcnatal

derivetl alld post-natal derived stem cells fbr their cusloffiers.

34. With a nerr ''Regional Sales Manager"' on board in early 201 i. the Detbndants

thcn implemcnted a -Ztll3 Sales l-aunch Plan" to h.lrther increase sales. "'l'he primary objectii'e

o{'this plan-'rras to *lrelp DV Biologics rneel or exceed its bottonr-line goals & objectjvcs."

including a goal 1o '.[gjenerate 5550,000 in gross rcvenue h,v thc end of 2013." (2013 Sales

Launch Plan. at p.6.) In addition to improving their "selling techniques." the 2013 Plan called

t-or the hiring of tu'o additional Sales ]vlanagers and i'ocusing their efforts on selling "the hottest

selling producls" (uhich included. amoog olhers" DV's prenatal cardiac cells and small intestine

epitlrelial cells). l'he 2013 I'lan also dacurnentrd the expectation tlml the "salcs tearn rvill go

'abole & be1'-ond" r.l'hat is generalll cxpected." including engaging in "heavy prcspecling" to

gerlemte ""leads"" and scture sales. (2013 Sale"s Launch Plan. at pp,9 & I l.)
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35. lSeginning in 201J, and ctrntinuing ftrr ,vcars thereaf]cr undcr the updatcd

markctilrg and sales plans- thcrc rras a consisterrt top<lorvn push lbr statTto sell rnore "prodr'tct"

and increase r-everluc. Beginning in 201J, salcs slalTrvere also financially incentivized to sell as

much as possiblc by thc payment of ccmmissions.

36. From 2012-:0i5. DV advertised and successfully sold numerous "products-"

including both "prenatal" and "postnaial" humarr lissucs. cells and s)'slems. A cop-v of l)1i's

2U l 3-2014 Catalog is attached hercto as Exhibit B, and is fi'llly incorporated hcrein hy reference.

*Prnducts" were sold to pharmaceutical con'rpanies. academic institutions and distributors both

dornestically and in countries around the u,orld, including Japan. China. Singapeirc. Korea.

Cennan-y. Srvitzerland, Spain, Australia, Netherlands, Canada. and the Urrited Kingdorn.

37. Although D\r did not achieve all of its optirnistic revenue goals. their nrarketing

efforts paid off. In both 2013 and 3014. the company grossed in excess o15400.000 in revcnue.

which was double thc gross rcvenues earned in 2012. ln 2015. DV continued its upward

mo$lentum and reached its earlier goal to exceed 5550.000 in gross revenues. When subtracting

the oost of goods sold. DV producsd a gross profit on sales evety year. except 201 2.

38. Fronr 2009-201 5, lhe Defendants also collected approximately 55{r,678.09 in

"packing and hand,ling" fees" which rr as rnarked-up approxitnately 509/o or.,er tlre actual cost of

packirrg and liandling. Specifically. DY incurred a total cosl srf $?6.71(1.9? fcrr packiug and

hurdling. and thus proliled on the "packing and handling" fbes in tltc amoutlt of approximately

530.000. As a reward to its ernpkryees. Deferrdants also paid commissions oil the prcfits they

eanred frour the packing and handling cl, arges lrom 20 1 3-20 1 5.

#i
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D. It Is lllegal To Seltr Fetal Tissue And Cells For Yaluable Consideration Under Both

Federal And Statc l,an

19. Under Califirmia Health and Safetv'Code Sectit'rn I25320:

{a) A person may not kncu,ingly. ibr valuable consideration. purchasc or sell
enrbryonic or cadaveric tbtal tissuc tbr research purposes pursuanl to this
chapter.

(b) For plrr?os€s of this section. "valuable ctlnsideration" does rrot include
reasonable paynrent for tlre reinoval. processing. disposal. presenvation"
quality control. storage, transplantation. or-implantation of a part.

(c) Embryoric or cadaveric f'etal tissue may be donated ibr research
pu!'poses pursuant to this chaptcr.

(Cal. Health & Safuy Code $ I25320.)

40. Illhe "trarrslbr [of l'etal tissuel af]ects interslate comrnerce'" it is also a violafir:n

of f'ederal law 1o "knowingll, acquire, receive or othenvise trar:sf'cr any human t-etal tjssue lor

valuahle consideration,-' (42 U.S.C'. { 289g-2ia;.) As abor.e. "r'aluable considsration" does not

iuclude "reasonablc payl€nts associated rvith the trausportation. implantation. processing.

preservation- quality'control. or storage tf human fetal tissue ."' (42 U.S.C. $ 289g-Z{eX3).)

41. The temr "hunran fetal tissue'' is defined broadl-1,'to include anv "tissue or cells

obtained fltw a dead human ernbryo or f'etus after a spontaneoLls or induced atrortion. or a{ier a

slilltlirth." (42 Ll.S.C. g 2899-l(g).) -I"he 
tcrm "'tissue'" i:s also broadll'detirred generall;-'to

"'rnean[] a hunran cell. graup of'cells. includirrg the con:ea. sclera. or vitreous humor and other

segments of, or the wholc eye, honss. skin. arieries' spenn- blood. other fluids, and any other

porlion of a human bodf ..." {Cal. Health & Safetl"Code 51 1635{ct.)

42. DV knorvingly sold hundreds o{'fetal tissue and slem cell "products" lbr valuahle

consideration irr violation of thcse larvs.

l-1
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E. Defendants Sct Frices For Fctal "Froductsn' Arbitrarilv. Withoul An1'Attcmpt To

Compll \\iith'I'[rc Larr, In An Effort To ltaximize Their Profits And Sales

43. ln sctting the priccs firr their prenatal "prc-rducl'- sales, DV ignortd bolh l^ederal

and state lau,s (hal restrict earning -'r'aluable conside ralion" on such sales cntirely. Thcre \ryas l1o

attempt ttr lirrit thc prices charged on any- of their prenatal -'produc{" sales. or rclated tee;. only

1rr "reasonflhle paynrents associatcd rvitlr tlie transportation. irnplantation. pror:essing.

preservation. qualitl,'control- or storage of human feial tissue" as tlre larr rcquires. Indced. there

was no separatc arcounli:rg frrr any sucll allowable charges conrlucted {o sr,rpport the prices DV

charged for prenatal tissues arrd cells at all.

,14. Instead. thc nrajoilty of salcs prices rverc arbitrarily set initially by the Dircctor ol

Itescarch ancl Development for DaVinci Biosciences. Ralbel Conzalez. wlto set prices trascd on

the "n:arket'- r'alue and uhat othct potential "comprtitors" charged on sinrilar rcsearch "lools."

ln a 201 I cmail he explained that he relied on the cr:rmpetilors io "do thc analvsis" on nhal pri

to charge because "[i]f wc rrycre to price out cach t-rne it rvould be extreulely time consuming."

45. Ilrices rvere also intentionally set as high as possible to leave room to oflbr

discounts and negotiate a lorver pricc so as to ensure a profit on sales even with discounts"

According to DV's Chief Executive Officer. Francisco Silva's. 2010 directir.'e: whcn setting

prices: "rrc ahlal's negotiate frorn the top dou'n."

46. Given this plice-asJrigh-as-possible strategy. in an effort to drive sales, DV

offbred numerous discounls, including distributor discounts (20-30t)6); first tirne buyer discounts

( 1 0- I 57ir): and trulk purchase discounts {sornelirnas as high as 50?ir). Thc ctrmparry also

regularly offered "sales" pricing pronrotions, including, fbr example" a "2596 o{I' summer -sale

l4
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&nd"259/ijoll"fall promotionin20ll. Salesstail'r.r,eregivcnu,irletlexibilityinusingtlisr.:ounts

in ordsr Ic cklse a sale, becausr thc3, all kneu lltcl, still eilded up "()n t()p.-'

47. As a result of the pricing structure and the various discounts available. the same

"product" u.as randornll, sold to ditlbrent custLlmcrs al clill'ercnt prices. 1"hc higllesl prices rverc

typically charged to U.S. custorncrs and educational instilutions. $,hile the deepest discounts

rve,re ofTcred tc intenrational distrihutors in counlries ail around tlte world. Yet, the allonable

costs 1o produce tlie same "product" did not vary from custrtmer to custolner. Thu:s. onlv lhe

margin of profit changed. depending on the ultirnate price that r.vas negotiated, for each particul

sale.

48. Sales prrsonnel knew they were making moncy on sales. evcr: despile large

discounls. For example, in an October 2009 email exchange betu'een f)aVinci's Business

Devcloprnent Manager. Janna Lacher. and CE0, Francisco Silva, regardingthe pricing oi'

prenatal trone cDNA (pM007-cD). Janna Lacher conlirmed her utrderstanding fiat "it costs us

roughll, $25 per unit to nranufacture and we are selling 1br $170." She said offering a 30-4tl-n'i

cliscounl price -'rvould leave us rvith a margin protit of $94-77 per unit" and it'the-v increasc the

discounl tn 50Yo. the}'':a'ould still have a marginal prolit of $60 per unit."

49' Ral-aei Conz.alez also routinell mentioncd how "easii1"'thel'could crcale tissue-

derived -producls" i'or sale u,hen discussing pricing. ln an email exchange in April 2014

regarding a promotional discount on '"chondrocytes and tnuscle progenilors." Itafasl Conzalez-

explained: 'hrargins on bath products are nruch higher than 509,6. 
'l'he costs range fioln 540-50

per r,ial and we sell thenr al a 10 fbld marlk] up."

50. ln "luly 2014. DV executives Rafael Conzalcz and Viue President of Sales, Tony

Delarnaza, specificall,v- discussed the pricing of prenalai renal {kidney) fibrotrlasts via email.
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Ratael G*nzalez explainetl that thcl' \\'Bre currently sclling the "producl" firr $350lvjal. He sairl

there rvas no con:petition tilr this "prrrduct."- thr: crlst t() nrakc onc vial ol'lhr postnalai ljbroblast

uas onll '"in thc range ol-40 tlollars a lial.'^ and thus he recomrrended thcy raise thc price to

$3?Str,ial. l'ony Delarnaza saicl hc rvould x'ork on a pricing tirrr:rula "ba.red on inli'aslructure.

hours spent and inlellectualpropertl" br.rt ncted: "1000% gross does nol secrl unreasonablc

based on inliastructurr and lack of competition." Consistent u'ith I)V's maximize-the-price

culture. 
-l'on1, 

Delanraz.a also said "if the market can handle a higher price then r+e n{ll go u'ith

[that,l since ue rvill he giving discounls to thc distribulors." Alter this discussion" the ]01 5 list

price tbr prenatal kidney fibroblasts n'as set at S450./vial"

5 I . In ?014 and earll' 2015. DV's managernent revie wed the actual cost. including

labtr, to produce products for purposcs of evaluating :rrore specifically the cunent pricing and

their prnlit margins. The rictail u,as rel.ieu,cd and edited by Rafael Gonzalcz and presented in a

repofl to Tonr, I)elamaza on Januarv 14. 2015 entitled "Pricing per Product IINAL." Onl-n* one

prenatal "product" t)'pe that was analyzed ("RNA proclucts") at or around this timc trame

appeared to be selling below cost. For thc rernaining fetal products analyzcd, it rvas clcar that

there was a substantialprofit rnargin being earned cm the prenatal sales, nrost of which werc

selling al a Frru)fit rnargin of 70?ir or rnore.

F. {}V Sold ffiundreds Of Units Of Fetal Tissue And Cells For Valuatrle Consideratiom

52. Fronr Augusl 20i 2 to f)clotrer 2015. it is estiniated. using DV's 201 5 "Pricing per

Producl I"INAL" anall'sis (the "2015 Ar:aly'sis") Ihat DV sald approxirnately 500 fetal tissue,/ceil

"producls'" frrr valuahle consideratiori.

53. For cxample. one of DV's 2015 "1'op Seller" "products" was "Huntan

Cardiom-voc-yles'- cells {pC008-F) derived from I'elal heart tissue donations. According to DV's

l6
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2015 Anall,sis. DV can producc 40 r,ials in a lot. at a eosl {inclurding lahori of S35.91 pcr vial,

Fronr f0l:-:015. DV sold tlris "pr.oduct" at prices ot'.tjS0,'r,ial (-50o.o otl'pricing): $490.i,ia1

(distributor cliscounl pricing): 5560ir,ial: $59Sivial ( l59ro off discount pricing): and li70{lr'vial.

Protits on these saltx; rangecl firrrn S324.08 10 5674.08 per vial" not including any protits c'anrcrl

on packaging and handling or any other fees charged.

54. OnE of DV's other 2015 '"'l'op Seller" "'products" included -'i'lurlran Cardiac

Progenitcr" cells (pC00l5-F) deriycd frnm fetal heart lissue donalions. According to DV"s 2015

Analysis. f)V can produce l0 r,ials in a lot. al a cost (including latror) of 562.31 per vial. Frorn

201?-2t)l5" DV sold tlris "'product'- at priccs of S455;'vial; S520lviatr: g5-5?.50/r,ial ar:d S650rr.ial.

Protits on these sales ranged frorn 5392.69 to 5587.69 per vial. not including any pro{its cau:cd

on packaging and handling or any othcr fees charged.

55. Another "'l-op Seller" includcd "l lunran Wholc' Lir,er (ells" (pD00l -F) denived

fionr f'etai livertissue donations. Accordingto DV's2015 Ariail'sis. DV czur produce l0 vialsin

a lot. at a cosl (including labor) of $18.46 per vial. Frorn 2012-2015. DV sold this product at

prices of 5l25lviai: $1?5lvial and $200ivial. Pnr{its on these sales ranged frorn S106.54 to

S I 8l .5.1 ptr vial. not irrcluding any profits camed on packaging and handiing or an]* other fees 
l

charg,ccl.

56. Sirnilariy. lbr I)V's "-'lbp Seller" "Human CD3;+ Positir,e Cells" {pD002-F)

derir,edfromfe1alIivertissuedonations.DVcou1dprepare10vialsinalo1alacost(inclrrding
i

Iabor) of $126.1? per vial. DV sold this product at prices of S225/vial and 5360 per vial. earning j

l

the Defendarts a ptofit betwccn $98.83 anrl $233.83 per vial on these sales. not incltr<lir-rg an1, 
]

profits eanred or: packaging ancl handling r;r any other fees chargcd. 
]
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57. DV's"-Top Sclling"'-Strtntach cell-s iuncultured)" (pDtlt),s-F). dcrir,ed ii'on.r tetal

stonrach lissuc donalitxrs. sald firr Sl 10. S2l5 and 5240 per vial. Ten r.ials could tre procluced in

a kx of this prnduct al a cc)st of S 18.46 pcr vial (irrcluding labor). D\,r earncd a protit in a range

of Sl9l.-54 and 5211.54 pervial forlhese product sales. nat includingany profits earned on

packagin,rr anri trranriling or any other t-ees cirargrxl.

58. "Human Srr.rall Intestine Cclls (unculturedl" (pD00?-I ) and "Human I-argc

trntestine Cells {unculturecl} (pD008-F}" both derived fiom fetal intestine tissue donations coukl

bc produced ftr sale at a vclume of l0 per lot and at a cost {including iabor) of 518.46 per vial.

Thesc r.ryere also ''Top Sellers." Pri{res of $21O/vial. $25-slvial and S300/vial rverc chargccl for

these sales. eamittg DV a prolit ranging fi'orn $191 .54 to $?81.54, not including any profils

can:ed on packaging and han<lling or anv othcr fees charged.

5q. Anolher ".['op Seller" included DV's "'llurnan Snrali Intestine Epithelial Ce:I1s"

{pD00l 5-F ), also derived fi om fetal intestine tissue donations. Def'endants produced l0 r,ials in

a lot of this produut at a cost of $35.91 per vial (including labor). Fronr 2012-3015. DV chargertr

various priccs for this "product." including $297.5O/vial (50% off discount pricing); S560r'vial,

S595r'vial; 563Olvial and $?00,'r,ial, therefore profiting in a range of S2(r1.5q tc, $664.09 per r,ial

on thcse sales, not including an1' profits eamed on packaging and handling or any otlrer fe.es

charged.

60. Witlt the exception of some of IfV's "Total RNA" (-R) f'ctal lissue dcrived

products. and a handfui of free samples that werc distributed at a loss. based on its orvn cost and

profit-rnargin iuralysis. Defendants profited by large margins on the vast nrajorily of its sales of

f'etal tissr,re stem cell "prcrducts" fronr 2009-201 5. Defcndants knowingly sold cach ol these

-prtiducts" with the specific intenl to profit <;n such sales. Each oithe 500 prerratal "products"

t8
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tfuat &.sre stld fi:r valuable co*sideratiocl bttween August ?El2 and thr p-esent date is a separate

viclation of both Caiif*rnia and federal law fm rvhich ciyil gxrralties and an imjunetion

prevsnting amy furtirrr violati*ns are wuglrt by way afthis a*tioir.

c+usEs oF ACT{ON

X.'IRST CAUSE OS- .{CTION

(\'iolation Of Business And Frofcssions Code Secfion I?200

Against AIX Defendants)

6t, PlaintitJ'realleges thc allegations of paragraphs I through frO abor.s as though

tully set forth herein.

(:1. Fronr 2009-1015. Deferdatrts aclva-tised and sold hundrecls of tetal tissue stenr

ccll ""producls'' at prices ncll in excess nltire allorvablc "'reasonable pa)'ntcnl lbr the rernor.ai.

pnicessing, disposal. prcsen'ation, quality conlrol" transplan.tatiixr or implantatiou of a part." For

everl,such saic. Def'errdanls scld l-etal tissue fur valuable consideration in r,iolation of Calilbmia

Hcalth and Salhy Code Sectinr: ll53l0 ancl 4J U.S.C" Sectit"rn 2899-2.

63. l)el'endants' cotduct *"as knorving and intentional and in conrpletc disregard ol'

the iarv. indeed. rather than attempt to lirnit their incanre on sales to allowahle amounts.

Defbridar:ts igncrrerl their legal obligations entirc1,,* and aflirnatilel_\. ss1 forth. at the direcrian of

thc Isaias f)ef"enrlants, a business objective and plan to profit on tht'ir rales ef-forts. Fronr ?009 to

lll l5- the company acted tn thesc intentions rvitlr increasing efforts. rcsuiting in hundreds *f
prtlitatrle sales of l-etal tissue and stem ceil "proclucts" {rorr:r l0tl9-2t}15. The lsaias Dct-endants

irad an obligation and duty to ensure thal their conpanies cornplied u'itlr all suclr larl's" but tailed

to prcvent the violations and knowit":gly encoura-{ed the unlawful activit}'to corrtinue. lndeed.

thrtughout. the pressure to make money sclling "producls" an DV ernplo.vees was driverr by the

Isaias Delsndants and ti:e othcr "funtiing brothers."'

{:4. Def'endants' failure to cornpll'rvith Califirmia Healtir and Safety Code Sectir.rn

I25i20 ancl 42 U.S.C. Scctitn 2899-2 amour"rts to an unlarvfui. unlair and frauclulent business

praclice under Calilbrnia Eusiness and Prr:rfessions Code Section l?:00.
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fi5, The Peopie hcretrl- scek cilil penallie.s of up tc $2"50t| ircr r,iolation to lhe

nrasimunr c\Ient pern:itled [r1 larl lirr l)cfcnrlants-illcgal salcs tionr Augu-rt ]{)ll to lhc prcscrrl

datc. lt is cstir:ratctlthat DV sold 5t.!i l,ltal tissue -'products" lbr raluilblc considemlion bctu,ecn

Augusl l0ll ancl the prescnt dale. art<i cach such sale is a scparate viola{ion.

66. Atlditionally"- the Detbndants opsrated the tlY com;ranics r.r'ithoul paying all

required tex.esr'lccs required iiir thc rigl-rl to lransact business in Califonria. thus resulting in llre

lLrrlbitureof'tireirrighlsarrr1}m$'ersir:tlrcStateh3.thcCalifonriaFrarrchisc.I.axBtrard,(Ca1'

Rev.&"faxC*de$$l-iiltlt ttscq.:Cal.Rcv.&laxCcrdeg$l5l0l;Cai.{'*rp.C'uiett5 l}00cr

.srq.: Cal. Ctqr. C'orle $$ 3158-1259.) Forer,t:ry da). afier Novembsr -i" 101.1. r.vhetr the DY

[]e1'endants operatccl their "prodr-rct'- salrs hrusincss- and fi:r cverv da"v a{ier July 28. :01 5 u'}ren

the DV De{e:r<lants operated their sten: cell rcsearch company^ u,ithout paying all required

laxeslfees ald thereby rcinslating their "'powcrs" rights and privileges-' lrrrir:ited trv the Cali{irrnia

Franchrse Tax BoariJ. Detbnrlants comrnitted furthcr uniau,ful- unfair andior liaudulett business

practices under Calif'ornia Business and Professions Codr: Section l7f{X}. Thc People herebl,

lurtl:er seek i-:iyil peualtics of up to S3.500 per yit-rlation lbr ever.v day the D\r Deienilants

transacled trusiness in tlie Statc u,ith a "lbrfcited"'status.

6"7, I'he People funher irereby seek all appropriatc injunctive relief pursuant to

Busiucss aud Proibssion.s Code Section 17203 to prevent any tirrther unlarvtul activity and any

applicable rr:stiftrli*n in an an:ount to be clctemiined at trial.

FXr$YEn FOR RELTEJ

\\,HEREFORE. Plaintiffprays fnr judgment against Del-endants. anrl each of ther:r. as

follorq,s:

i, For civil penallies ard restilutirn in an alrouul to hc de{ennined at trial:

l. An rxeler r,njoirring Detendants. and each of lhem. tiorn lurthcr l'iolation o1'Caliti:rnria

and Fcderal larvs ccncemirrg tlre salc of fbtal tissue arid cclls and fi'om continuing to

engage in business in California rvhile tircir pr:u,ers rights and prir,ilegcs rr-main

forfeited;

:0
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3. An arvard of cosls and an-v t'rthcr applicablc l"ees tirr prnrsecuting this actioni alld

4. Any sLrch olher relief as the Courl nray dcenr just aud plapcr.

DATED: October 11.2016
UCKAS. i] ISTRIC-I' A1"1'ORN EY

ATE OF CAI..IFORNIA

2t
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Itlrir'', lruiilv.irrrl {'t,l{ ltr ('.,
$teldrnllrt on Ethia.l flelaarch
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