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INTHE UNITED STATESDISTRICT COURT

FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION

SABATINO BIANCO, M.D.,
Plaintiff,

Case No. 2:1Z2V-00147WCB

V.

GLOBUS MEDICAL, INC,,

w W W W W N W W W

Defendant.

MEMORANDUM OPINION AND ORDER

A jury awarded the plaintiff, Sabatino Bianco, M.D., reasonable royalty damages in the
amount of $495,760against defendant Globus Medical, Inc., for misappropriating Dr. Bianco’s
trade secrst Dr. Bianco has now moved for @ermanentinjunction barring Globus from
making, using, or selling the three products that Dr. Bianco has accusedmoiaing his
trade secrets (Globus’s Caliber, Cali#herand Rise products) and all other Globus products that
are not more than colorably different from those three prod{i2ks. No. 250) In the
alternative, Dr. Bianco asks the Court to render judgment setting a rungaity ran the future
sales of thosproducts. The Court DENIES the motion for a permanent injunction but GRANTS
Dr. Bianco’s request that the Court consider instead an ongoyadty on the Caliber, Caliber
L, and Rise products (and products not more than colorably different from those prodtets).
Court agrees with Dr. Bianco that the part&sould be given an opportunitg negotiate an

ongoing royalty for future sales. Accordingly, the Court will give the g days from the
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date of this order to negotiate an ongoing royalty rate. If, at the conclusidwatoperiod, the
parties cannot reach agreemehné Court willdetermine the appropriateyalty rate.
|. Permanent Injunction

A permanent injunction is aextraordinaryemedy. Nken v. Holder, 556 U.S. 418, 428

(2009) R.R. Comm’n of Tex. v. Pullman Co., 312 U.S. 496, 500 (194Lsuccessful plaintiff

is not entitled to injunctive relief as a matter of course, but must make a showingethat th

circumstances require th@ourt to enter amnjunction. Salazar v. Buono, 559 U.300, 714

(2010); Harrisonville v. W.S. Dickey Clay Mfg. Co., 289 U.S. 334, 338 (1933). “An

injunction should issuenly where the intervention of a court of equity éssential in order
effectually to protect property rights against injuries otherwise irremediablé/einberger v.

RomereBarcelg 456 U.S. 305312 (1982), quoting Cavanaugh v. Looney, 248 U.S. 453, 456

(1919).

Courts have developed a feiactor test to determine whether the remedy of an
injunction is warranted in a particular cagéhe plaintiffbears the burden of showing@.) thathe
has suffered an irreparable injury; (2) that remedies available at lawasucbnetary damages,
are inadequate to compensate for that injury; (3) that, considering the balanaedlsifigs
between the plaintiff and defendant, a remedy in equity is warranted; and (4) thpatbtloe

interest would not be disserved by a permaiguahction. eBay Inc.v. MerdxchangeL.L.C.,

547 U.S. 388, 390 (20064 Ltd. P’ship v. Microsoft Corp., 598 F.3d 831, 861 (Fed. Cir. 2010),

aff'd, 131 S. Ct. 22382011). In this case, Dr. Bianco has combined his argusmamthe first
two factors, which are closely related. The Court anlhlyzethose two factortogether as well.

SeeActiveVideo Networks, Inc. v. Verizon Commc'ns, Inc., 694 F.3d 1312, 1337 (Fed. Cir.




2012) (“[T]he issues of irreparable harm and adequacy of remedies at lawesigcably

intertwined.”y Acumed LLC v. Stryker Corp., 551 F.3d 1323, 1327 (Fed. Cir. 2008) (treating
“the first two factors, irreparable harm and lack of an adequate remedy, &t Bmnection with

each other”);MercExchange, L.L.C. v. eBay, Inc., 500 F. Supp. 2d 556, 569 n.11 (E.D. Va.

2007) (“The irreparable harm inquiry and remedy at law inquiry are estentio sides of the
same coin . . ”).*
A. Irreparablelnjury With No Adequate Remedy At Law

Dr. Bianco argues that he has sufferedp@rable injury and will continue suffersuch
injury if his request for @ermanent injunctioms denied He further contends th#tere is no
adequate remedy at lamvailable to himbecausea monetary awardavill not be adequate to
compensatéim for the ongoing injury he will suffer in the absence of an injunctidine Court
concludesthat Dr. Bianco has failed to showthat in the absence of an injunctiohe has

suffered and is likely to continue sufferingreparable injuryfor which thereis no adequate

remedy at law.

! Both partiesappear to accept that federal law, as expressed in the Supreme Court’s
eBaydecision and its progeny, dictates the procedure to be employed in deterntietigman
injunction shouldssuein this case. It is therefore unnecessary fer@ourt to decide whether
the standard for determining whether to grant an injuaatemedyfor the state tort of trade
secret misappropriation is a question that is governed by state law, naihdéederal law, under
the principles okErie R.R.Co.v. Tomkins, 304 U.S. 64 (1938). See 11A Charles Alan Wright
Arthur R. Miller & Mary Kay Kane Federal Practice & Procedugf943 (2013)see generally
DSC Commc’ns Corp. v. Next Level Commc’ns, 107 F.3d 322, 328 (5th Cir. 1997) (applying
federal standals for injunctive relief to a state law claim of misappropriation of tradetsdora
case in federal courialsed ordiversity of citizenship).In any event, it appears that the standards
for granting permanent injunctions under Texas law are not materidiyedtit from those under
federal law. SeeComputek Computer & Office Supplies, Inc. v. Walton, 156 S.W.3d 217, 220
(Tex. App. 2005); F.S. New Prods., Inc. v. Strong Indus., Inc., 129 S.W.3d 606, 631 (Tex. App.
2004); Triantaphyllis v. Gambled3 S.W.3d 398, 401-02 (Tex. App. 2002).




Theissues ofrreparable harm and the adequacy of monetary relief in the absence of an
injunction came up earlier in this litigation. In response to Dr. Bianco’s motion felimprary
injunction, Judge Gilstrap ruled thBr. Bianco “has not demonstrated why monetary damages
would not be an adequate remedy in this case.” (Dkt. No. 45, at 5). Judge Gilstrap added tha
Bianco “is not affiliated with an operating entity and it is clear that BiandoGlobus are not
competitors in the marketplace. Any harm suffered to Bianco and caused by Globus’ continued
exploitation of thé 375 patent during the pendency of this case can be remedied by an award of
monetary damages” (Dkt. No. 45, at Bee alsad. at 6 (“The irrepaable harnprong does not
weigh in Bianco’s favor because monetary damages are an adequate remedy duattoetioé n
the relationship between Bianco and Globus.”). Although Judge Gilstrap explaatidtetwas
not deciding whether a permanent injunctisauld be appropriate if Dr. Bianco prevailed at
trial, his analysis of the question whether there is an adequate remeahisaifstructive andit
supports thiCourt’s conclusionthat monetary relief is sufficient to compensate Dr. Bianco for
any futue injuriescaused by Globus’s misappropriation.

Most of the authorities on which the parties ratg patent case This is not a patent
case and although some of the principles applied in patent injunction cases are applicable in t
trade secret conte some are notOne important difference between the two is that patent
right is explicitly defined as a right of the patent owner to exclude others fracticing the
invention protected by the patent. 35 U.$@54(a)(1) (“Every patent shall contain . . . a grant
to the patentee, his heirs or assigns, of the right to exclude &thrsnaking, using, offering

for sale, or selling the invention . . . .”); Robert Bosch LLC v. Pylon Mfg. Corp., 659 F.3d 1142,

1149 (Fed. Cir. 2011) (courts should not “entirely ignore the fundamental nature of patents as



property rights granting the owner the right to exclude”); Acumed LLC wk&trCorp., 551

F.3d 1323, 1328 (Fed. Cir. 2008n view of the right to exclude, “infingement may cause a
patentee irreparable harm not remediable by a reasonable rayahitfhough the Supreme
Court ineBay made it clear that the statutory right to exclude does not justify a general rule
favoring injunctions in patent cases, 547 U.S. at 392, the right to exclude is frequentlygliasoke
being a significant factor supporting the grantnpdinctive reliefin particular casesThe Texas
common law of trade secret protectimovides for injunctions to issue in appropriate calsas,
the core right in the case of trade secrets is not the right to exclude otherprioticing the
trade secret. For example, the owner of a trade secret, unlike a patentee, has ndaight to
party from practicing the technology that is the subject efttade secret, as long as the party
has not obtained access to that technology by misappropriating the trade $hosgtthe core
right that attaches to a trade secret is the right against misappropriation, mgittteeexclude a
user of the techrogy.?

In patent and well as nonpatent caseslistrict court’s decision to grant or deny an

injunction is discretionary and depends on the facts of each &e&Vindsurfing Int’l, Inc. v.

AMF, Inc., 782 F.2d 995, 1002 (Fed. Cir. 198Bgiley v.Patterson323 F.2d 201, 209 (5th Cir.

1963) Hynix Semiconductor Inc. v. Rambus Inc., 609 F. Supp. 2d 951, 966 (N.D. Cal. 2009) (“a

court must structure injunctive relief based on each case’s granular .fagistprdingly, the

specific facts of this casae highly significant to the Court’s decision on the injunction issue.

2 Texas has recently enacted statutory protections for trade segeeffex. Civil Prac.
& Rem. Code 8§ 134A. The new statute provides for the issuance of injunctigeesid.
8 134A.003 (“Actual or threatened misappropriation may be enjoinélhg statute however,
does not apply to cases in which the misappropriation of a trade secret occurred Heefore t
effective date of the Act, September 1, 2013. In any event, the statutory provasigely |
codify prior Texas law.



The Court begins its inquiry into those casgecific factors with the jury’s verdict. The
jury found that Globus misappropriated Dr. Bianco’s trade secr&hatissue is settledof
purposes of this proceeding. The jury was instructed that it should award Dr. Bianco
disgorgement of profits if it regarded that remedy as fair and equitaltiehat otherwise the
jury should use the reasonable royalty method of calculating damagegury was further told
that it should determine “what Dr. Bianco would have gained from his trade sédBdtdbus
had not misappropriated them.” Court’'s Findury Instructions (Dkt. No. 226, at 6).
Significantly the jury rejected Dr. Bianco’s rezgi for disgorgement of profits. Instead, it
determined that a proper remedy for past misappropriation of his trades seereeasonable
royalty. The jury selected five percent of the past net sales of the CalibeerCaldnd Rise
products as the appropriate royalty. The jury’s determination that disgorgemelat not be
fair and equitable, and thatfive percent royalty was an appropriate measure of “what Dr.
Bianco would have gained from his trade secrets” in the absence of Globugpnogation
serves as thetarting pointfor the Court’s determination of whether éxercise its equitable
authority in this case.

The verdict indicates that in the jury’s view the award of a reasonable royalfjicsest
to compensate Dr. Bianco for the injury he has suffered in the Sast4i Ltd. P’ship, 598 F.3d
at 86162. It also provides aoundbasisfrom which to conclude that a continuing royalty would
have the same effect on any continuing injury into the future.

Of particular significancen this regardis the evidence of the arrangement that Dr.
Bianco sought to enter into with Globus in 2007. The evidence showedrtHaiancooffered

Globus the right to usesitrade secrsiwith the expectation that if Globus used his trade secret



it would compensate him appropriatelf2r. Biancds position at trial was that heought and
expectedto obtain monetary compensation from Globus in exchange for the use ide#is

That expectation was not conditioned on any temporal limitation on &®lge of the trade
secre$. Thus, the jury’s verdict as to the proper compensation for past injury, and the evidence
on which it was based, strongly supp@fbbus’sargument that monetary relief in the form of an
ongoing royalty will provide full compensation for any future injury attribwgaiol Globus'’s

misappropriation. SeeHigh TechMed. Instrumentation v. New Image Indus., Inc., 49 F.3d

1551, 1557 (Fed. Cir. 1995) (willingness of patentee to enter into a licensing agréement
evidence that monetary relief is adequate to compensate for future infrifjemen

MercExchange, L.L.C. v. eBay, Inc500 F. Supp. 2d 55882-83(E.D. Va. 2007) (denying

injunction because patentee’s willingness to license its patent indicatedepai@s not
exercising its right to exclude help it practice the patent or further develop the patented
technology).

Dr. Bianco contendsthat Globus’s misappropriation of his trade secietl to the
creation and success of the Caliber line of products, and@halbus’s misappropriation of Dr.
Bianco’s ideas, and subsequent patenting, deprives Dr. Bianco from workihgother
companies to bring products incorporating his ideas to market.” (Dkt. No. 250,A¢&@)rding
to Dr. Bianco, Globus’sontiruing activities with respect to the Caliber line of products will
result in irreparable harm tum “because Globus can use the patents it has obtained to prevent
Dr. Bianco from taking his idea to others and because Globus has alreadyaett Caliber into

the market and established it as a market leader” (Dkt. No. 250, at 3).



To the extent that Dr. Biancoontendsthat he is being deprived of the opportunity to
offer other companieshe idea encompassed within his 2007 disclosutlge argument is
unpersuasive As noted above, if Globus hajreed touse Dr. Bianco’s ideas in connection
with its work on the Caliber line of produci3. Biancoand Globusvould likely haveagreedo
some form of monetary compensatitor Dr. Biancq the jury’s verdict effectively sets the
appropriate amount of that compensation for pleeod up to the time of trial. Presumably,
Globus wouldthen have proceeded just as it actually did, by designing and engineering the
Caliber line of products andbtairing patent protection for its inventions. i$hCourt has
already ruled that Dr. Bianco is not entitled on the facts of this case to be namew@ntor of
the three patents related to the Caliber line of products. Therefore, Globus would hawedobt
those patents in the names of its own employees, even if it had not misappropriatech&r'sB
trade secrat Once the Caliber products were on the market, other paitiesr would have
beenfree to copy those devicet the extent they were not covered by the patents and in the
public domain,or would have beerbarred from copying them by the patent protection that

Globus obtaineddr them? Either way, third parties would have had no incentive to énter

® Dr. Bianco argues that “there are many other medical device companies that are

interested in developing expandable intertebral implants,” and that but for Globus’s actions

Dr. Bianco could “take his idea to one or more of those companies, and they will be able to
develop alternative expandable devicgBkt. No. 250, at7). Here a@in, however, the
difference between patents and trade secrets is impoftarthe extent that the Caliber products
embody the essence of Dr. Bianc@807 disclosureother companies are free to copy those
productsthat are in the public domain without needing Dr. Bianco’s permissitiat release of

ideas into the public domain would have occurred had Globus and Dr. Bianco entered into a
licensing agreenmmd, and therefore is compensable with money damadés only barriers to

other companiesparticipation in the market would be Globus’s patenBr. Bianco has not
sought to enjoin Globus from enforcing those patents, a remedy to which he would Igdidike
entitledin any event That barrier wouldhereforeremain in place even if Globus were enjoined
from selling its Caliber line of products.



licensing agreementwith Dr. Bianco from which he could profit.In short, if Globus had
obtained a license fddr. Bianco’s ideas, as Dr. Bianco hoped it would, he would not be in any
better position than he is now with respect to his ability to shop his 2007 trades seotbier
medical device manufacturers.

To the extent thaDr. Biancois arguing thatlobus’s conduct deprivdsm of the ability
to work with other companies with respect to ideas other than his 2007 trades, Sberet
argument is unconvincing. Nothing about Globusiaduct prevents Dr. Bianco from “working
with other companies to bring products incorporating his ideas to market.” (Dkt. No. 250, at 3).
In fact, the evidence shows that, even during the pendency of this lawsuit, dbcoBaas
worked with Biomet, Inc., another medical device manufacturer, and that he has oéaetbr
spinal surgical devices to that companihe evidence moreover,does not suggest that in his
dealings with Biomet Dr. Bianchassought anythingtherthan monetary compensation for his
ideas. Accordingly, theevidence at trial supports the conclusion @ahonetary award in the
form of a reasonable royalty wouteé anappropriatesubstitute for what Dr. Bianco sought from
Globus, and what Heelieves Globus denied him by misappropriating his trade secrets.

An important consideration bearing on whether an injunction should issue in this case is
the fact that Dr. Biancand Globus are not competitors in the medical device mathkstead,
the relationship between Dr. Bianco, Globus, and other medical device manusaiguygical
of inventorsin other fieldswho do not themselves commercialize their inventions, buirobt
compensation for those inventions by selling or licensing them to others. Like mbst suc

inventors, Dr. Bianco has never been in a position to produce medical devices himself, and the



only way available to him to benefit from his trade sexnets to sell or licenshemto an entity
such as Globus, which would design, manufacture, and nearkgterative device.

Dr. Bianco argues that he competes with Globus in developing ideas for sucls dewice
even assuming that is true, that form of competition does not affect the analysepafable
harm. Because Dr. Bianco does not produce and sell produatsl] het lose profits, he will
not losemarket share to a competit@nd he is not subject to the loss of brand recognition or
good will in themarket as a result of the misappropriation of his trade sechguries of that
sort are the type that typicalheed to be shown to demonstrate the typereparable injury that

gives rise to the right to injunctive relief in patent infringementesasSeei4i Ltd. P’ship 598

F.3dat862 z4 Techs., Inc. v. Microsoft Corp., 434 F. Supp. 2d 437, 440 (E.D. Tex. 2006).

It is true that theSupreme Court ieBaylInc. v. MercExchange, L.L.C., 547 U.838

393 (20®), rejected any brigHiine rule thata noncompeting plaintiff could never obtain
injunctive relief in a patent caseHowever,nothing in the Court’s opiniomdicate that the
patent owner’s status as a competitor or a nonpracticing entity should not be eshgiden a
court decides whether to issarinjunction. In fact, in his concurring opinion Justice Kennedy
suggested that the analysis of the ftagtor test for permanent injunctiomsuld be different
for parties wheebusiness is based tinensng their patents rather than practicing therd. at
396 (Kennedy, J., concurring).

Since the decision ieBay numerous courts have been called on to decide whether to
issue injunctions in cases involving patentees who compete with the allegedeasfrand
patentees who do not compete with the infringers. Those courts have held that tifésplaint

status as a competitor or noncompetitor of the defendant weighs heavily in the court’s

10



determination whether to grant injunctive reliéh fact, with only a few exceptions, courts have
denied injunctive relief in casés which the patentee does not practice the patent and compete
with the alleged infringer

The reasoning ahis line ofcases is straightforward. Where the inventor’s expectation is
tha the compensation for his invention will come in the form of some kind of royalty from the
manufacturer to whom he licenses the invention, it is sensible to conclude tretaryorlief
provides full compensation for the inventor and is a proper sulesfdu the royalty payments
the inventor expected to receive.

The leading case in this line is the Federal Circuit's decisioAdtiveVideo Networks,

Inc. v. Verizon Communications, Inc., 694 F.3d 1312 (Fed. Cir. 2012). In that case, the district

court granted an injunction tbe patentegActiveVideo, against the accused infringer, Verizon,
which incorporated the infringing features in its FKD® product. The Federal Circuit reversed
the injunction, holdinghata monetary award would be sufficientdmmpensate ActiveVideior

its injury. The appealsourt began the critical portion of its analysis by pointng that
ActiveVideo and Verizon were not competitors: ActiveVideo sold hardware dhaase to
providers of video services, while Verizon sold video servicers to end users. Although
ActiveVideo’s customerCablevisioncompeted with Verizon and was at risk of losamgtuse
customers to Verizon because of Verizon’s infringement, the court found that thetdar
ActiveVideo consisted of the infringing sales made by Verizon. The numbleos#daleswas
easily calculable, and ActiveVideo could be fully compensated for the ongoinggerfrentoy
Verizon’s payment of a royaltyor each endise customewho used ActiveVideo’s invention.

694 F.3d at 1338.

11



The court inActiveVideo distinguished the Federal Circuit’'s decision_in Robert Bosch,

LLC v. Pylon Manufacturing Corp., 659 F.3d42, 115354 (Fed. Cir. 2011), on the ground that

in that casehe paties were direct competitors, tipatentee was at risk of losing market share,
and there was uncertainty about whether the infringer could satisfy a monelgmyent. The
ActiveVideo court explained that it was not holding “that there can be no irtdpdrarm absent
direct competition,” 694 F.3d at 1338t it made clear that the absence of competitiand the
resulting absence of anysk of loss of market share, brand recognition, other intangible
benefits—was an important factor in the court’s analysis.

Numerous district court cases have followed the same analylsig that the absence of
competition between the patee and the accused infringsera significant factor inafvor of
finding an absence of irreparable harm and the adequacy of monetary dansagese.q.

Cordance Corp. v. Amazon.com, In€¢30 F. Supp. 2d 333, 338 (D. Del. 2010) (injunction

denied; infringer did not directly compete with patentea was it responsible for patentee’s

financial difficulties);Humanscale Corp. v. CompX Int’l Inc., 2010 WL 1779963, at43E.D.

Va. Apr. 29, 2010) (injunction denied because patentee failstidw that it competed directly

with accused infringer or how infringer’s sales injured pateni®ieth Co. v. Quanta Computer,

Inc., 2010 WL 160790&W.D. Wis. Apr. 19, 2010) (injunction denied where plaintiff did not
practice its patent and was not competing with the defendants for the same @)stomgen,

Inc. v. F. Hoffmann LaRoche Ltd, 581 F. Supp. 2d 160, 210 (D. Mass. 2008) (observing that

eBay “has allowed courts to decline requests for injunctive relief where thatifffais a

nonpracticing entity) affd in part and vacated in part, 580 F.3d 1340 (Fed. 2009)

Advanced Cardiovascular Sys., Inc. v. Medtronic Vascular, Inc., 579 F. Supp. 2d 554, 558 (D.

12



Del. 2008) (“Courts awarding permanent injunctions typically do so under circumstanees w
plaintiff practices its invention and is a direct market competitor®e generallyGeorge M.

Newcombe et al.Prospective Relief for Patent Infringement in a Rdsay World 4 N.Y.U.

J.L. & Bus 549 (2008).

Cases from this district are to the same effect. While acknowledging the Supreme
Court’s disapproval ireBay of a rigid rule that a nonpracticing entitarcnever obtain the
remedy of an injunction, decisions from this district have stated that theaquediether a
plaintiff is a direct competitor of the defendant in a patent infringees#‘weighs heavily” in

the analysis.Synqgor, Inc. v. Artesyn Techs., Inc., 2011 WL 2386d46*3 (E.D. Tex. Jan 24,

2011);Visto Corp. v. Seven Networks, Inc., 2006 WL 3741891, dED. Tex. Dec. 19, 2006).

And where the patentee and the accused infringers are not competitors, thendbustdistrict

have generally refused requests for injunctive reli@geVirnetX Inc. v. Apple, Inc. 925 F.

Supp. 2d 816, 846 (E.D. Tex. 2013) (denying permanent injunction to a noncompetéotys,

S.A. v. Samsung Elecs. C876 F. Supp. 2d 802, 854 (E.D. Tex. 2012) (in the absence of direct

competition between Fractus and Samsung, “Samsung’s use of Fractus’s technologgtdoes
inhibit Fractus from selling or licensing its products in the market, and Fsadarsages can be

calculated with reasonable certainty’fagserDynamics, Inc. v. Quanta Computer, 12010 WL

2574059 at *2 (E.D. Tex. Jur 22, 2010)“Because LaserDynamics is not competing with QCI,

it is more difficult for LaserDynamics to argue that it will be irreparably harmigdout an

injunction. This factor weighs heavily in the Court’s analysidaice LLC v. Toyota Motor
Corp., 2006 WL 2385139, at *JE.D. Tex. Aug. 16, 208) (“[B]Jecause Plaintiff does not

compete for market share with the accused vehicles, concerns regarding byvasdiname

13



recognition and market share. . are not implicated), affd in part vacated inpart, and

remanded504 F.3d 1293 (Fed. Cir. 2007).

Dr. Bianco relies principally ora single case from this districCommonwealth

Scientific & Industrial Research Organization v. Buffalo Technology, #@2 F. Supp. 2d 600

(E.D. Tex. 2007)*CSIRQ), in support of his contention that he was not required to practice his
invention in order to show that an award of damages would not be sufficient to remedyrghe inj
he will suffer from Globus’s continuing sales of the Caliber line of products. Thtifflan that
case CSIRQ is the Australian government'sesearch organization that opemits own
laboratories ands active in a number of research fielddudge Davis noted that CSIR@es
revenue from its licensing operations to fund its reseprograms, that it competes with other
research groups worldwide. Hierther found thatitigation challengingCSIRO’s patents and
delays in receiving compensation for infringemeaesult in delay and injury to its research
projects as well aso its reputation. Id. at 604. Those unique circumstances, Judge Davis
concluded, justified a finding than the absence of an injunctio@SIRO would suffer
irreparable harm that would not be adequately remedied by an award of niehregy605-06.
Recitation ofthe facts ofCSIRO makes clear how different this case is from that one.
The evidence at trial showed that although Dr. Bianco makes suggestioreittalndevice
manufacturers from time to timége is not engaged ithe full-time business of research and
development of surgical devicemdcertainly not one that requires substantial ongoing funding
to maintain. Although Dr. Bianco notes that he has participa®@d member afurgeon design
teams in the past, there wag evidence at trial that Dr. Bianco has ever sold or licensed one of

his inventions to a medical device manufactufdor wasthere any evidence that the absence of

14



an injunctionin this casevould cause reputational injury to Dr. Bianco, as was foorfaettrue
in CSIRQ"*
A postCSIROdecision by Judge Davis is instructive in demaatisig the limits of the

ruling in theCSIROcase. IrSoverain Software LLC v. Neweqgq In836F. Supp. 2d 462 (E.D.

Tex. 2010), the plaintiff patentee sought a permanent injunction, making argusimeitdr to
those made by the plaintiff @SIRQ Judge Davis distinguished his earlier opiniofCBIRO
onvarious ground including that CSIRO’s harm was “not merely financial,” that the plaintiff in
Soveraindid not substantiallycompete with the defendant, arht he infringement irCSIRO
“related to the essence of the technology” represented by CSIRO’s phteat.48182. This
case ismuch closer toSoverainthan it is toCSIRQ The harm here is merefinanciat Dr.
Bianco does notlirectly compete with Globysalthough the jury found that Dr. Bianco’s idea
wasmisappropriated and used in connection with the Caliber line of products, the striitiere o
Caliber products and patents varggnificantly from the structures depicted in Dr. Bianco’s
2007 drawingsandsubstantial value waadded by Globus to the produtit&twere ultimately

commercialized Dr. Bianco seeks to bring himself within the rationale of I$&RO case by

* Dr. Bianco cites two other cases in support of his contention that an iojuretn
issue even if the patentee does not compete with the accused inBBiadgexx Resarch LLC v.
FedEx Corp., 611 FSupp. 2d 647 (E.D. Tex. 2009), and Eon CdifppHoldings, LLC v. Skytel
Corp, 2009 WL 8590963 (E.D. Tex. Apr. 29, 2009). But injunctions were not entetbdse
cases The court in each case simply made the observation, consistente®dly that an
injunction may be entered everhenthe parties are not competitorén a third case on which
Dr. Bianco relies, Acticon Technologies v. Heisei Electronics @@08 WL 356872 (S.D.N.Y.
Feb. 5, 2008), the court granted an injunction against a defaulting defendant, explaining that
because of the defapltamages were difficult to ascertand there was serious doubt whether
the plaintiff would be able to colleeiny monetary awardThe point is that even though courts
frequently (and appropriately) acknowledge ttiare is no hard and fast rule against entering
injunctions in cases in which the patentee does not compete with the accusegrirdtioh
injunctions areseldom granted.

15



arguing that Globus’s conduct has “prevented him from completing additional clesear
accelerating existing projects, or beginning new projects based on his 2007 desan fo
expandable intebody spacer” (Dkt. No. 250, at 5). The evidence at trial, howelss not
support s claim that Globus’s misappropriation of his trade secrets interfered with other
research or projects on which he was working or which he would have inftiated.

Dr. Bianco relies on several trade seaasesthat have heldhat irreparable injury is

presumed when a trade secret has been misappropriated. Seéerezgn Commc’ns Inc. v.

Pizzirani 462 F. Supp.2d 648, 658 (E.D. Pa. 2006); Lumex, Inc. v. Highsmith, 919 F. Supp.

624, 628 (E.D.N.Y. 1996)PepsiCo, Inc. v. Redmdn1996 WL 3965, at *30 (N.D. Ill. Jan 2,

1996). It is questionable, howevewhether thoseases have surviveeBayand the Supreme

Court’s subsequent decision Winter v. Natural Resources Defense Council,,I6&5 U.S. 7

(2008). SeeFaiveley TranspMalmo AB v. Wabtec Corp., 559 F.3d 110, 118 (2d Cir. 2009)

(holding that no presumption of irreparable haarses in trade secret misappropriatcases
wheredefendant uses trade secret without disseminating itrendjuryis in the form of lost

income from salesnd is thereforecompensable in damagesge alsaRobert Bosch LLC v.

Pylon Mfg. Corp., 659 F.3d 1142, 1149 (Fed. Cir. 2011) (holding that for patent ceBay, “

jettisoned the presumption of irreparable harm as it applies to detegrtteimppropriateness of

injunctive relief”); Perfect 10, Inc. v. Google, Inc., 653 F3d6, 981 (¢h Cir. 2011) holding

that for copyright cases, @esumption of irreparable harmis’ clearly irreconcilable with the

reasoning of the Court’s decisionni eBay and has therefore beépffedively overruled”);

> In two other pos€SIROcases, Judge Davis denied injunctive relief after finding that
the patentee did not compete with the accused infrineeVirnetX Inc. v. Apple Inc., 925 F.
Supp. 2d 81684446 (E.D. Tex. 2013); Fractus, S.A. v. Samsung Elecs. Co., 8%6gp. 2d
802, 853-54 (E.D. Tex. 2012). iblcase is much closer to those cabas it is toCSIRO
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Salinger v.Colting, 607 F.3d 68, 7G8 (2d Cir. 2010) (same); _N. Am. Med. Corp. V. AxiO

Worldwide, Inc, 522 F.3d 1211122728 (11th Cir. 2008)gBay “calls into question whether

courts may presume irreparable harm merely because a plaintiff in an intliecperty case
has demonstrated a likelihood of success on the merits”; holdingBagtis applicable to a
trademark infringement case arisimgder the Lanham Act).
Moreover, he trade secret cases citedlny Bianco are distinguishable in that each was
an action between direct competitors or involved a party’s former employee widomgork
for the party’s direct competitorAs noted, Dr. Bianco is not a direct competitor of Globus'’s in
the medical device market and therefore is not at risk of suffering ongoimgpetitive
disadvantage as a result of the misappropriation of his trade secretrdifxgly, even if this
Court were to conclude that a presumption of irreparable harm applies in the contexaas a tr
secret violation, the Court would find that the presumption was overcome in thisleaseort,
because the evidence in this case showsDhaBianco has sought monetary compensation for
his invention from the beginning and is in a position to recover such compensation in the form of
reasonable royaltpayments on the Caliber line of products, the Court is satisfied that Dr.
To be sure, an injunction could prove to be of benefit to Dr. Bianco in one respect: it
could give him leverage that could allow him to enhance his negotiating stance. Buhtia is
permissible reason for a court to issue an injunctiBeeeBay, 547 U.S. at 396 (Kennedy, J.,
concurring) (an injunctiors not meant tdoe employedas a bargaining tool to charge exorbitant

fees” orto allowfor “undue leverage in negotiationsFoster v. Am. Mach. & Foundry Co., 492

F.2d 1317, 1324 (2d Cir. 1974an injunction “is not intended as a club to be wielded by a
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patentee to enhance his pégting stance”)Hynix Semiconductor Inc. v. Rambus In609 F.

Supp. 2d 951, 983 n.29 (N.D. Cal. 200@)enying injunction where pamtee's “motivation in
seeking an injunction is less about preventing irreparable harm and more aboctingxtra

punishment or leverage in negotiating with” infringeviercExchange500 F.Supp. 2d at 582

(“Utilization of a ruling in equity as a bargaiginchip suggests both that such party never
deserved a ruling in equity and that money is all that such party truly seeksingmdene¢ary

damages an adequate remedy in the first instanédcdh Co. v. Quanta Computer, Inc., 2010

WL 1607908, at *4AW.D. Wis. Apr. 19,2010)(denying injunction where it “would [not] serve
any purpose other than to increase [patentee's] leverage in negotiations foeralibggtsing
fee”). The loss of the opportunitip exercisethis kind of leveraggsometimes referred to
unflatteringly as “holeup”) is not an injury that can be considered irreparable for purposes of

determining whether an injunction should issueeFed. Trade Comm’n, The Evolving IP

Marketplace?6 (2011) (“An injunction’s ability to cause patent haiol can support withholding
injunctive relief in some situations.”).

After careful consideration of the specific facts of this case, the Condudes thabr.
Bianco has failed to satisfy his burden of showing lieahhas suffered irreparable injuand that
he has failed to show that, in the absence of a permanent injunction, he will continuerto suff
irreparable injurythat cannot be fully compensated for by monetary relief.

B. Balance of Hardships

The next factor that the Court must consider in assessing the request for injteleive

is therespectivehardships that the grant or denial of an injunction would visit on the respective

parties. The Court’s determination that monetary relief iswatego compensate Dr. Bianco for
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any future injury he is likely to suffdargely decides that issue, as it indicates that denial of an
injunction would not work anyundue hardship on him with respect to his entitlement to
meaningfuland completeelief on his claim. SeeActiveVideg 694 F.3d at 134{'lt is certainly

true that ActiveVideo would suffer substantial hardship if it was not commeh&at Verizon’s
infringement. But there is no evidence that an injunction is necessary to avoid hardship to

ActiveVideo.”); XpertUniverse v. Cisco Sys., InR@013 WL 6118447 at *13(D. Del. Nov. 20,

2013) (“As explained in the context of [the patentee’s] claim of irreparableyrfjbe patentee]
has not shown that it would substantially benefit from an injoncnor that it would suffer

additional harm without one;”Soverain Software LLC v. Neweqq Inc., 836 F. Supp. 2d 462,

482 (E.D. Tex. 2010) (“Because Soverain has not shown irreparable harm in the absence of a
permanent injunction, any harm Soverain might suffer can be adequately remeuoliggh tire
recovery of monetary damages ..”). Beyond that, Dr. Bianco has not pointed to atlyer
considerations particular to this case that would inditetedenial of an injunction would result

in a hardship to him.

On the other hand, an injunction would have substantial adverse effects on Globus. The
evidence at trial showed that the Caliber line of products makes up a substaniiel pbr
Globus’s businessin his testimony at trial, Dr. Bianco’s damages expert called Calibezya “k
differentiating product for Globus that’s letting them grow.” An injunction regjahe sale of
those products would have an immediate and severely disruptive effect on Globus. Moreover,
Globus hasongoing contractuatelationships with numerous surgeons and hospitalsupply
expandable implantghose arrangements would b&tinguished by an injunction against the

continuing sales of the Caliber productSeeCardSoft, Incv. VeriFone Holdings, Inc., 2013
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WL 5862762, at *1(E.D. Tex. Oct. 30, 2013) (“The Court finds that the cost and burden
associated withswitching Defendantscustomers to noemfringing systemsweighs against

granting a permanent injunction.”irnetX Inc. v. Apple Ing. 925 F. Supp. 2d 816, 84&

(E.D. Tex. 2013) (Apple “bears a considerable burden to comply with the proposed
injunction . . . . [A]n injunction would not only harm Apple, but also its customers and other

third parties.”) Fractus, S.Av. Samsung Elecs. Co., 876 F. Supp. 2d 802, 854 (E.D. Tex. 2012)

(“Fractus’s requested injunction will severely hamper Samsung'’s cell phomedsjsbut most
importantly, it will significantly disrupt related thiplarty businesses such as Samsung’s

supplers and customers;”LaserDynamics, Inc. v. Quanta Computer, [2Q10WL 2574059

at *3 (E.D. Tex. June 2 2010) (“[A]n injunction would not only interrugidefendant’s]
business but also that of related businesses, including suppliers and custdnjdre
defendant].”).

Although hardships to customers and patients are not the focus of the balance of

hardships inquiryseeAcumed LLC v. Stryker Corp551 F.3d 1323, 1330 (Fed. Cir. 200

impact on customers and patients bears orrdélatedfactor of the impact that an injunction
would have on theublic interest, discussed belowor present purposesyan setting aside for
the moment the effecthat an injunction would have on customers and patients, the Court is

persuaded thahe balane of hardships weighsubstantiallyin favor of Globus’

® Quoting fromthe Federal Circuit's decision Windsurfing Intl, Inc. v. AMF, Inc,
782 F.2d 995, 1003 n.12 (Fed. Cir. 1986), Dr. Bianco argues that “[o]Jne who elects to build a
business on a product found to infringe cannot keEdhd complain if an injunction against
continuing infringement destroys the business so elected.” Taken tagitslldimits, trat
proposition would effectively preempt consideratiorthad “balance of hardships” factor in any
case in which infringement (or misappropriation) has been found. Recognizing thathmoint, t
Federal Circuit has qualified that broad languégen Windsurfing, stating that the quoted

20



C. Publicinterest

The last factor that the Court must consider in determining whether to issueangetrm
injunction is the effect that such an injunction would have on the public intefést.Court
determines thagiranting aninjunction in this casewould have an adverse effect on the public
interest and that the public-interest factor therefore cuts against issiarcajunction.

In his order denying a preliminary injunction earlier in this litigation, Judgetr&is
addressed the public interest factor and found that it cut against grantingtivg relief. He
stated: “While the Court is mindful of the strong public interest served by protectaug tr
secrets and intellectual propemights, the Court concludes that this factor does not weigh in
Bianco’s favor. The public’s interest is better served by not deprivinigthis medical advance,
especially where money damages can fairly compensate Bianco if he prevassumalérilyng
claims.” (Dkt. No. 45, at 6).The Court finds this analysis persuasive.

There is a strongoublic interest in vindicating the rights of owners of intellectual

property. Seeidi Ltd. P’ship, 598 F.3d at 86Rite-Hite Corp. v. Kelley Co., 56 F.3d 1538, 1547

(Fed Cir. 1995) (en banc). However, the vindicabbthose rights can be achieved without the

language “does not overcome the equities of a case. NoMbgadsurfing be applied
mechanically.” Standard Havens Prods., Inc. v. Gemcor Indus., Inc., 897 F.2d 511, 515 (Fed.
Cir. 1990); seeHynix Semiconductor Inc. v. Rambunc, 609 F. Supp. 2d 951, 970 (N.D. Cal.
2009) (To ignore the harm to the infringer because “it cannot be heard to complain” runs
contrary toeBays mandate to “consider[] the balance of hardships between the plaintiff and
defendant.”) (citation omittgd The language frordVindsurfinghas come to stand for tineore
modest and unsurprising proposition that a party “should not be permitted to prevail orya theo
that‘successful exploitation of infringing technology shields [tparty from injunctive relief”
Broadcom Corp. v. Qualcomm Inc., 543 F.3d 683, 704 (Fed. Cir. 2008), and thus that successful
exploitation of an infringing product does not itself justify freeing the infringenfthe burden

of an injunction. Seeidi Ltd. P’ship, 598 F.3d at 863 (“[N]either commercial success, nor sunk
development costs, shield an infringer from injunctive relief. [The defendant] isithedeto
continue infringing simply because it successfully exploited its infringefe(citations
omitted).

21



need foran injunction if, as in this case, an award of damages can provide full relief to the
property owner. On the other side of the ledgerthenegative effects that an injunction would
have on the public, In this case, the evidence shows that there are significanthpalthc
concerns that would beisad bygranting an injunction.

Globus has offered evidence that Calilsethe leadingproduct in the expandabipacer
market, and Dr. Bianco’s evidence at trial supports that assertion. Dr.oBestdied that he
expected in the next ten years that “expandable fusion device[s] are goingiifasigy
increase the market share in gpnal implant arena,” but that “at the present time only Globus’s
Caliber is an effective device in this fieldDr. Bianco’sinfringementexpert similarly testified
that other companies had tried to make expandable interbody spacers, but that Glothes was
only company that was able to “make it work to then commercialize it and sell a buheimof

With itsresponse brief, Globus offeréde physician declarations, in which the surgeons
eachstatal that the Caliber line of products have significadivantages over other interbody
implants (static and expandable), because theybaile expandable and robust. In addition,
according to the surgeons, the Caliber line of devices can be used during minimalyeinva
procedures, which lessen the trautmgatients and shorten recovery times. The surgeacts
statal that Caliber, CalibeL, and Rise are the most effective and reliable minimally invasive
implants in the marketplacand they each stated that it would be extremely disruptive to their
pradices and harmful to their patients if the Caliber line of products were remawadtliie
market. Dr. Bianco has not contradicted any of that evidence.

Even beforeeBay the Federal Circuit recognized that the effect of an injunction on

public health is an importariactor to be weighed in determining whether to enjoin continuing
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patent infringement.SeeHybritech Inc. v. Abbott Labs849 F2d 1446, 1458 (Fed. Cir. 1988)

(sale of cancer and hepatitis test kits not enjoined for public health reaBatascope Corp. v.
Kontron, Inc, 786 F.2d 398, 401 (Fed. Cir. 198@)junction denied because evidence showed

that some physicians preferred defendant’s iatidic balloon cathetersiRocheProds., Inc. v.

Bolar Pharm. Co,, 733 F.2d 858, 866 (Fed. Cir1984)(case remanded to consider claims that

requested injunctive relief woultiave a“catastrophic” effect on American public health

system);Cordis Corp. v. Boston Sci. Corp., 99 F. App’x 928, @B85Fed. Cir. 2004) (public

would be harmed by an injunction because some doctors prefer infringing product over
patentee’s producand a “strong public interest supports a broad choice ofalutigrg stents).
Other courts as well havecognized that the public interest factor weighs heavily when

an injunction would have a potentially adverse effect on public hegieeConceptus, Inc. v.

Hologic, Inc, 2012 WL 44064, at *3(N.D. Cal. Jan. 9,2012) (‘Enjoining the sale of
[defendant’s productjvould leave only one product for transcervical hysteroscopic sterilization.
Public health has benefitted, and will continue to benefit, from having a choicechfcgs for
transcervical hysteroscopic sterilization. This is especiailyortant because the products are
different. Removing [the product] from the market would have eliminated an important

alternative for patienty.; Bard Peripheral Vascular, Inc. v. W.L. Gore & Assocs.,, [p@09 WL

920300 at *9 (D. Ariz. Mar. 31,2009)(“Placing Gore's infringing [vascular surgery] products
out of reach of the surgeons who rely on them would only work to deny many sehtpatifull

range of clinically effective and potentially life saving treatmejt&tivanced Cardiovascular

Sys., Inc. v. Medtronicinc., 2008 WL 4647384, at *1IN.D. Cal. Oct. 20, 2008)dénying

injunction in light of evidence that defendant’'s stent was favored by cardiologSts)o
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Nordisk A/S v. Pfizer Inc., 2006 WL 3714313t *6-7 (S.D.N.Y. Dec. 14, 208) (denying

injunction based on “strong public interest” in not removing inhalable insulin from mak&et)

Med. Inc. v. Alaris Med. Sys, Inc, 2004 WL 1874992, at *2§C.D. Cal. July 30, 2004)

(“Placing the public health in jeopardy, by removioogentially lifesaving medical devices like
the SmartSite valvga valve used in delivering fluids to a patient through intravenous injection]
from the marketplace, is a legitimate factor supporting denial of a preliminaryciiojoy

Neuromedical SysInc. v. Neopath, In¢.1998 WL 26484pat *14-16 (S.D.N.Y. May 26, 1998)

(refusing injunction against tests for early detection of cervical can8er)pps Clinic &

ResearchFound. v. Genentech, Inc., 666 $upp. 1379, 1401 (N.D. Cal. 1983)f'd in part,

rev'd in part, and vacated in part, 927 F.2d 1565 (Fed. Cir. 1@@f)sing preliminary

injunction that would bar sale of a blood clotting protein having potentially important ageanta
in the treatment of hemophiliacs)

In light of the clearvidence—both from Globus and from Dr. Bianco’s trial withesses
that the Caliber products are superior to any other interbody implants avaitatiie market at
present, the Court concludes that the public interest would not be served by removing those
products from the marketTo be sure, the products at issue in this case are nsalifag, like
the products and drugs at issue in some of the cases cited above. Nonetheless, tiseapeoduc
used in a type of surgery that is important to the large number of patients who have ¢o under
spinal implant procedures, and the evidence establishes that it is importangémnsuto have
the Caliber products available to them as an option in performing such surdeesdingly, it
is the Court’s judgmenthat tie public interest factoweighs significantly in favor of denying

injunctive relief in this case.
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To sum up the conclusions reached in the three preceding sections of this @aicioaf
the factors in the fodfactor test for permanent injunetis favors denial of Dr. Bianco’s motion
for an injunction.Dr. Bianco’smotion for a permanent injunctias therefore denied.
[1. Ongoing Royalties
Dr. Bianco has requested that the Court direct the parties to attempt tateego
ongoing royaltyrate for the future use of Dr. Bianco’s trade sexhetconnection with the
Caliber, Calibeil, and Rise products. That procedure has been approved for patent cases in

which the future royalties have not been adjudicated at tBakPaice v. Toyota Mior Corp.,

504 F.3d 1293, 1313-16 (Fed. Cir. 20058¢e alsd elecordia Techs., Inc. v. Cisco Sys., Jrigl2

F.3d 1365, 13799 (Fed. Cir. 2010). The Court agrees with Dr. Bianco thaR#ieeprocedure
is the appropriate course to follow in this cagéne Court rejects Globus’s arguments that Dr.
Bianco is not eligible for ongoing royalties because he failed to prove the rigithtowyalties
at trial. The Court made clear during the trial proceedings thHat. iBianco prevailed on his
trade secretlaim, he would be permitted to seek prospective relief, either in the form of an
injunction or in the form of future damages based on the jury’s verdict. The Court adheres to
that position and directs the parties to engage in f@mittd negotiation direted at reaching an
agreement as to the rate for ongoing royalties in the event that the juryist \e&sdo past
royalties is sustained.

The parties will be given 30 days to attempt to come up with an agpsedroyalty rate.
If, at that time, the parties have made progress towagrdement, they may ask the Court for
additional time to reach agreement if both parties agree that the additional timdelikaly be

productive. Of course,any agreement that the parties may reach as to the royalty rate will not
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bar either party from challenging any other aspect of the proceedings, eitheRute 50(b)
motion after judgment or on appedf.the parties are unsuccessful in reaching agreementaas to
suitable ongoing royalty rat®r. Bianco will be permitted to file a motion requesting that the
Courtadopt an ongoing royaltyteto be imposed in lieu of an injunctiorSeePaice 504 F.3d
at 1315.

IT IS SO ORDERED.

SIGNED this17th day ofMarch, 2014.

oo 2 Ty

WILLIAM C. BRYSON
UNITED STATES CIRCUIT JUDGE
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