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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION
SABATINO BIANCO, M.D.,
Plaintiff,
Case No. 2:12-CV-00147-WCB

V.

GLOBUS MEDICAL, INC,,

w W W W W N W W W

Defendant.

MEMORANDUM OPINION AND ORDER

I. Background

Globus Medical, Inc., the defendant in thése, manufactures ardlls medical devices,
including spinal implants that surgeons us@adform spinal fusion suegy. Spinal fusion is a
type of surgery that is often performed on patievith degenerative disc disease, which causes
the space between two adjacent vertebrae in tine $p become compressed. In patients with
that condition, the relatively soft disc mateti@tween the bony vertebraéthe spine can bulge
out or rupture, pinching the nerves that extérom the spinal column and causing significant
pain. The goal of spinal fush surgery is to removihe compressed disc material, restore the
distance between the twertebrae, and cause new bone makéo grow between the vertebrae
so that they ultimately form one fused vertébi@ne. To accomplish that goal, surgeons remove
the compromised disc material and place smatllamts, sometimes referred to as “spacers” or

“interbody spacers,” between the two adjacent vertebrae where the removed disc material used to
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be. The spacers remain in the patient’s bodydmtain the separatidsetween the two adjacent
vertebrae while the new bone grows andmudtiely fuses the two vertebrae together.

Prior to the commercializatioof the Globus products at issirethis case, most of the
spinal implants available for fusion surgeries wefdixed sizes. A surgeon using that type of
implant would have to select the appropriate fze particular patient and then force the spacer
into the space between the adjdceertebrae. That procedure required the surgeon to apply
considerable force to “wedge” or “hammerktbpacer between two adjacent vertebrae in order
to obtain the desired separation. One type of spacer that predatedlihe @oducts (the Spine
Wave StaxXx XD) was expandablayt it was only expandable in discrete increments and could
not be reduced in heigbnce it was expanded.

The products at issuee this case are three devices pragtliby Globus that are implanted
in patients during fusion surgery: Globus’s Caliber, Caliber-L, and Rise products (collectively,
the “Caliber and Rise products”Y.he Caliber and Rise produetse continuously adjustable and
reversible interbody spacers. Because thexanénuously adjustable, a surgeon can insert the
spacer between two vertebrae whihe spacer is at its minimuheight and then expand the
spacer to the precise height reqdifor a particular patient wheine spacer is ithe appropriate
position. Likewise, the surgeon can alter th@ahpositioning of thespacer during surgery by
simply reducing the height of the spacer, moving a new position, and re-extending it to the
required height. As a result, the patient is subject to less trauma during surgery than with a
nonadjustable (or nonreversible) spacer, and sucdefssion is more likely in view of the

customized fit of the implant.The Caliber and Rise line ofquucts have been a commercial



success for Globus. In addition, Globus has obtained patents that cover adjustable interbody
spacers similar in design to theliBar, Caliber-L, and Rise products.

The plaintiff in this case, Dr. SabatinoaBrco, filed this suit against Globus alleging,
among other claims, that by developing andnoeercializing the Caliber and Rise products,
Globus misappropriated trade sstsrhe had disclosed in catdnce to Globus. The case was
tried to a jury between January 13 and JanuargQ¥4. At the conclusion of the trial, the jury
returned a verdict finding Globus liable foade secret misappropriation, but not liable for
breach of contract. The jury awarded Dramio $4,295,760 in damages for past trade secret
misappropriation, which was five percent of firefits that Globus eardeon the products up to
the original trial date, asalculated by Globus’s expért.

After trial, the Court denied Dr. Biancofequest for a permanent injunction. However,

following the procedure approvdwy the Federal Circuit in Rz v. Toyota Motor Corp., 504

F.3d 1293, 1313-16 (Fed. Cir. 2007), the Court gchride. Bianco’s request that the Court
consider directing Globus fmay an ongoing royalty on the Calib€aliber-L, ancRise products

in lieu of an injunction. Dk No. 269. The Court held avidentiary hearing on the ongoing
royalty issue and ultimately awarded Dr. Biancoyaity of five percent of net sales—consistent
with the rate awarded by the jury for pastrd@ges—on future sales of the Caliber, Caliber-L,
and Rise products for a maximuperiod of 15 years from July 1, 2007. Dkt. No. 311. The

Court entered final judgment the case on July 17, 2014. Dkt. No. 315.

! The two damages experts expressed their conclusions regarding damages in terms of
what Globus referred to as “net sales.” Thesadgs of a product is Gbus’s way of calculating
profits on the product. Globus used net salesdlculate royalty payments that it made to
surgeons who were members of its product deggms. As used here, the term “profits” will
refer to net sales, as determineddigbus in calculating royalty payments.
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Globus now moves for judgment as a nraté law on the issue of trade secret
misappropriation under Federal Rule of Civil Prhoee 50(b). Globus assethat Dr. Bianco’s
evidence was insufficiendb establish tradsecret misappropriation. Bupport of that assertion,
Globus makes three arguments. ti@&obus asserts that the ideas depictetiendrawings that
Dr. Bianco provided to Globus wenet trade secrets. Second, evfeDr. Bianco’s ideas for an
adjustable interbody spacer constituted trade sedBbbus denies that it acquired those trade
secrets through improper means or through tleadir of a confidential relationship. Finally,
Globus asserts that even if Dr. Bianco’s ideasstituted trade secrets and Globus obtained them
improperly, the evidence was insufficient to pratat Globus made any use of those trade
secrets, as required to support anclaf trade secret misappropriation.

Globus has also challenged the damagesdveaguing that the @urt should reduce the
amount of the jury’s award of past damages depa new trial on the issue of damages. On the
issue of past damages, Globus argues that ideree does not support theyalty rate used by
the jury and that the jury should have appowid the royalty base according to Dr. Bianco’s
contributions to the Caliber ariRise products, rather than usiag the royalty base the profits
made on the Caliber and Risediof products as a whole. &ddition, Globushas moved to
amend the judgment to omit the award of futirgalties to Dr. Bianco on the ground that Texas
trade secret law does not permit the award ofréutayalties in a case such as this one.

II. The Evidence

A. Dr. Bianco’s Ideas as Trade Secrets

Dr. Bianco testified at trighat the concept of an adjusialinterbody spacer with certain

features that could be used in fusion surgesias his idea. He claimed that he submitted that



idea to Globus in confidence before Globus itghits efforts to develop the Caliber and Rise
line of products. According to Dr. Bianco, th@dta and its components constituted trade secrets,
which Globus misappropriated by developing anchie®rcializing the Caliber and Rise line of
adjustable interbody spacers for fusion surgeries.

The evidence at trial, viewed most favorabdyDr. Bianco, showethat in early 2007,
Globus invited Dr. Bianco to itseadquarters in the Philadelphizarfor a “VIP trip” to meet
Globus’s executives and learn about the companyisideas. During that visit, Dr. Bianco told
Globus representatives that he had some new ideas for implants for spinal surgery that he wanted
Globus to consider. 1/13/14 PM. 70-71. At that time, Gbus sold a non-movable interbody
spacer, but it did not sell an expandable interbody spacer product. Id. at 73. At the meeting,
Globus representatives explained to Dr. Biatie protocol for physicians to submit new ideas
to the company. _Id. at 75. Globus had him sigmon-disclosure agreement that prohibited him
from disclosing any of Globus’s ideas and prdbith Globus from disclosing any of his ideas
without his input._Id. at 71-72.

Dr. Bianco testified that after the VIP mewjj he told Globus aredirector (and later
regional vice-president) Gregg Hig about an idea he had famew product. Harris responded
that if Dr. Bianco had drawings of his new idéa, should have them r@oized to protect both
Dr. Bianco and Globus, “so we makare we don’t have problerasterwards.” 1/13/14 PM Tr.

75, 85. Another Globus representative made @dasimequest by email that Dr. Bianco notarize
his drawings. _Id. at 85. After notarizing thedings that depicted his ideas, Dr. Bianco met

with Mr. Harris to explain his ideas agdse him the drawings. Id. at 75-78.



The set of drawings that Dr. Bianco gaweGlobus was entitled “Adjustable Interbody
Spacer.” 1/13/14 PM Tr. 78. The drawings degaich spacer element connected to a long shaft
with a dial on the end of the shaft oppositespacer element. Along with a few other features,
the drawings depicted the spacer element \ittscissor-jack” mechasm for increasing or
decreasing the height of the spacer in the rarfigeto 14 millimeters. PX33; 1/13/14 PM Tr.
78-81. A scissor jack is a mechanism frequently uiseditomobile jacks.In its simplest form,

a scissor jack consists of two metal arms thatraratably attached ateltenterpoint of each, as

in a pair of scissors. As the arms move from a horizontal to a vertical position (as in the case of
an upright pair of scissors that is moved frarfully open to a fully closd position), the rotation

of the arms will cause an increase in the distéet@een two plates thateaattached to the ends

of the arms.

Dr. Bianco contends that his trade secretsrat limited to the péicular scissor-jack
design of the adjustable interbody spacer depictdusinlrawings. Instead, he contends that his
trade secrets included the general idea for amentisly expandable, reversible spacer for fusion
surgeries that could be insertbdtween two vertebrae at ammum height and then expanded
to the precise height required for the particular patient.

Dr. Bianco testified that he rhavith Mr. Harris of Globus foat least an hour to discuss
his idea for the adjustable interbody spacer. gdee Mr. Harris his drawings at that time.
1/13/14 PM Tr. 85-86. According ©r. Bianco, Mr. Harris saitie would present the drawings
to a committee at Globus known as the “newadpicts committee,” which met monthly, and that
a decision regarding the new ideawid take two to four monthaMr. Harris added that as soon

as the committee made a decision, he wouldDie Bianco know, and that if the company



decided to use his idea, Dr. Ba@nwould be compensated in amount that would be “standard
for a doctor presenting a new idea.” Id. at 85, 35. Mr. Harris asked Dr. Bianco to fill out a
Globus “new idea submission form” to submit hisgwsal. A few days tar, another Globus
representative sent Dr. Bianco an email oamhg that Mr. Harris had conveyed Dr. Bianco’s
“New ldea Submission Forms” dradding that “Globus Product Development engineers will
review the ideas and sketches.” PX33.

Dr. Bianco testified that before his meetwgh Mr. Harris, he took steps to ensure the
secrecy of his ideas and thereby preserve their sdgtirmde secrets. In particular, he testified
that before meeting with Mr. Hasrhe kept his drawings in a safehis office. 1/13/14 PM Tr.

84.

Over the next two and a half years, Branco asked Mr. Harris on multiple occasions
about whether Globus had made a decision ragattie development dfis idea. 1/13/14 PM
Tr. 89-90. Each time, Mr. Harris told him thawias a complex project, that the company had to
consider resources and potentiefurn on investment, and that the company needed more time
before letting Dr. Bianco know whether it wiagerested in his posal. _Id. at 90.

In the fall or winter of 2009-2010, according By. Bianco, Mr. Harris returned Dr.
Bianco’s drawings to him. Mr. Harris told DBianco at that time that Globus was “not
interested in thisechnology.” 1/13/14 PM Tr. 89-90, ¥, 1/14/14 AM Tr. 98-99. Although
Dr. Bianco visited Globus’s headquarters several occasions between 2007 and 2010, and had
provided input to Globus on other types of neatlimplants during that period, Globus did not

advise Dr. Bianco that it was working on the Calied Rise line of products or that it had filed

a patent application for an adjabte interbody spacer. Id. at 95-96.



In early 2011, Globus began marketing its Badiproduct. Dr. Bianco learned about the
Caliber device for the first time when a Gloepresentative showed him a sample of the
Caliber spacer and tried to s&lto him. 1/13/14 PM Tr. 103When he saw the Caliber spacer,
Dr. Bianco was upset, as he believed thdib€a device embodied the basic concept and
significant elements that were derived from tiawings. _Id. at 103-04t/14/14 AM Tr. 100.
Dr. Bianco confronted Mr. Has regarding the Caliber devicel/13/14 PM Tr. 107-10. Dr.
Bianco reminded Mr. Harris that ead said the company was materested in this technology,
and he added, “I had no clueathyou guys were doing this, amdhat’'s going on?”_Id. at 111.
Mr. Harris responded that heas sorry and that “[h]e undépsd that [Dr. Bianco] had
intellectual property in this implant and thhé company would make it right,”_Id.

B. Globus’s Use of Dr. Bianco’s Trade Secrets

Dr. Bianco’s theory of how Globus used his trade secrets is ediyethiz he provided
the motivation for Globus to make an adjustahterbody spacer as well as the core concepts
underlying the design of such a dsvi In particular, Dr. Biancasserts that he was the source
of the idea to make an adjustable interbodycsp that would be continuously expandable and
reversible within a rarg of distraction heights, that hideas prompted Globus to pursue the
detailed design and development work ton@risuch a product to fruition, that his design
facilitated Globus’'s development work, arbat the final products marketed by Globus
contained many of the features of the trade setlrat®r. Bianco had disclosed in confidence to
Globus.

The evidence at trial showed that, shodfter receiving Dr. Bianco’s drawings, Globus

circulated them to several Globus exeeedi responsible for product development and



fabrication. Within a few mohs of receiving Dr. Bianco’s dwings, Globus started its first-
ever project to design and manufacture an aalpstinterbody spacer. In October 2007, Globus
executive Bill Rhoda assigned engineer Ed Dwilgertask of coming up iiih concepts for a way
to expand an implant. 1/16/14 AM Tr. 153. eThatural inference from the timing of those
events, Dr. Bianco argues, isatlthe submission of his ideas@obus was the motivating factor
behind Globus’s decision to bedimat project, which ultimatelied to the Caliber program that
was started in early 2009. Tliact that the designs thattiohately emerged from Globus’s
efforts were more fully developed and wergndicantly different fromthe relatively crude
drawings made by Dr. Bianco is of no impatcording to Dr. Bianco, because the Caliber and
Rise products still embodied his idea for adjustable interbody spacer for use in fusion
surgeries and contained many of teattires depicteid his drawings.

Dr. Bianco asserted at trial that in addition to motivating Globus to pursue the
development of an adjustable spacer for fusion surgeries, his draadogkerated the product
development process by indirecpiyoviding the basic concepts of an adjustable interbody spacer
to the engineers responsible for the designs of the Caliber and Risetprotiwo of the Globus
senior executives who saw Dr. Bianco’s draggrafter he submittethem—Andy Lee and Bill
Rhoda—met in 2007 to discuss what to do with Bianco’s proposals. During that meeting,
Mr. Lee came up with a ramp-based conceg pstential way to impleent Dr. Bianco’s ideas
and sketched a simple version of that concepthe back of the sheet paper containing Dr.
Bianco’s drawings. 1/14/14 AM Tr. 36-57; BX Globus built a prototypef Mr. Lee’s ramp
concept. That prototype was later shelved, but the ramp-based expansion mechanism was

ultimately used in the Caliber and Rise products.



In its simplest form, a ramp-based expansion mechanism consists of two ramps or
inclined planes within the implant that can maaterally with respect to one another. Rotation
of an actuator drives one of the ramps forwagainst the other. The forward motion of the
ramp drives the top plate of the implant ugahe bottom plate down, increasing the height of
the implant. The height of the implant che reduced by rotating the actuator in the opposite
direction.

Chad Glerum, the engineer who ultimatelgideed Caliber and Caliber-L, was assigned
to the Caliber project in ear8009. Mr. Rhoda discussed theliGar project with Mr. Glerum
soon after Mr. Glerum was assigned to the proj8etsed on Mr. Rhoda’s previous discussion of
Dr. Bianco’s drawings with Mr. Lee, Dr. Biao asserts that his alwings contributed to
accelerating Mr. Glerum’s design and developnedfdrts on the Caliber pyect. Dr. Bianco
traces a similar path from his drawings te thesign and development efforts of Mark Weiman,
the lead engineer on the Rise project.

C. Dr. Bianco’s Evidence and Theory of Damages

At trial, Dr. Bianco arguedhat if the jury should findhat Globus had misappropriated
his trade secrets, the remedy should be disguege of all of Globus’s profits on the Caliber,
Caliber-L, and Rise products. ItArnatively, Dr. Bianco asked the jury to award him a royalty of
between five and six percent of the profit®arned on those products, by awarding him that
percentage share of the net salethose products, as definedvarious royalty agreements that
Globus entered into with surgeons who workedGlobus design teamsl/15/14 AM Tr. 46;

1/17/14 AM Tr. 202. Dr. Bianco argdehat a royalty in the range @e to six percent of the
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net sales of the Caliber and Rise line of products was consistent with the royalty rates that
Globus paid in other settings when it puratan entire producir product line.

The evidence showed that Globus typicasembles design teams of surgeons to test
and comment on product designs t@dbbus is developing. Globusdinarily pays a royalty of
one-half of one percent of thetrsales of each produtd each surgeon-member of those design
teams, although some surgeons have receives tivat amount or more. Dr. Bianco contended
that his contribution of an @&h for an entirely new product wanuch greater than the minor
contributions and feedback normally provideg the design-team surgeons and therefore
warranted a much higher royaltyteéa He argued that his contriilans were at least equivalent
to the sum total of all of the contributions pised by the Caliber design team surgeons and that
the royalty rate to which he was entitled was ¢fae at least on par with the sum-total of the
royalty rates paid to all the surgeons on théb€adesign team, which was four percent of net
sales.

[ll. Discussion

A. Legal Standards Applicableto Post-Trial Motions

Judgment as a matter of law under Rule 5&gppropriate when “there is no legally
sufficient evidentiary basis for a reasonable jury” to have found as it did with respect to a

particular issue._Flowers v. S. Reqg’'l PhyaicServs. Inc., 247 F.3d 229, 235 (5th Cir. 2001).

The Court is required to “consider all of tegidence, drawing all reasonable inferences and
resolving all credibility determinations in thehigmost favorable to the non-moving party.” 1d.
A new trial may be granted in cases in whithe district court “finds the verdict is

against the weight of the evidence, the damagesded are excessive, the trial was unfair, or
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prejudicial error was committed in its courseSmith v. Transworld Drilling Co., 773 F.2d 610,

612-13 (5th Cir. 1985). However, “[a] motionrfa new trial should not be granted unless the
verdict is against the gat weight of the evidence, not migragainst the preponderance of the

evidence.” _Dahlen v. Gulf Crews, Inc., 281B¢.487, 297 (5th Cir. 2002); see also Laxton v.

Gap Inc., 333 F.3d 572, 586 (5th Cir. 2003) (“A newal fis warranted if th evidence is against
the great, and not merely the geraveight of the evidence.”)in passing on a motion for a new
trial, the trial court “need not take the viewtbé evidence most favorable to the verdict winner,

but may weigh the evidence.Shows v. Jamison Bedding, Inc., 671 F.2d 927, 930 (5th Cir.

1982); see Whitehead v. Food Max of Midac., 163 F.3d 265, 270 n.2 (5th Cir. 1998).

A court will not reduce a damages award &sd the award ‘clearly exceeds that amount

that any reasonable man could feel the clainmmntitled to.” ‘Wackman v. Rubsamen, 602

F.3d 391, 404-05 (5th Cir. 2010). “To overtusn reduce a damages award, the ‘extent of
distortion [must] . . . be so larges to shock the conscience, sosy or inordinately large as to
be contrary to right reason, sgaggerated as to indicate[] hipassion, prejudice, corruption, or
other improper motive.”_Id. at 405l{@ration and omisen in original).

B. Motion for Judgment as a Matterof Law: Trade Secret Misappropriation

1. Disclosure of Trade Secrets

Globus first argues that Dr. &ico presented insufficientidence at trial from which a
reasonable jury could have foundattDr. Bianco disclsed a trade secret eecrets to Globus.
According to Globus, Dr. Bianco fieed his trade secret as a candiion of distinct features
identified by his technical expe Dr. Carl McMillin. Globus asserts that the drawings Dr.

Bianco gave to Globus do not disclose the comtimn of all of those features, and that Dr.
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Bianco did not offer sufficiently detailed evidenweshow that he disclosed the combination of
all of those features eithghrough his drawings or throughis interactions with Globus
representatives.

Globus did not raise that egfic argument in its pre-vdict Rule 50(a) motion for
judgment as a matter of law. Globus has tlweeefvaived the right to make that argument as
part of its renewed motion for judgment as ataraof law under Rule 58]. See Flowers v. S.

Req’l Physician Servs. Inc., 247 F.3d 229, 238 Gith 2001); Duro-Lastlnc. v. Custom Seal,

Inc., 321 F.3d 1098, 1107-08 (Fed. Cir. 2003); 9B (@&saAlan Wright & Arthur R. Miller,

Federal Practice & Procedure § 2537 (3d ed. 20Q8)h¢ district court only can grant the Rule

50(b) motion on the grounds advanced in the pre-verdict motion, because the former is
conceived as only a reneld the latter.”).

In its Rule 50(a) motion, Globus argued that Dr. Bianco’s ideas did not constitute a trade
secret or secrets, for three r@as. First, Globus argued that.[®ianco’s ideas were not secret
because all of the components of his ideas w&eady known. Second, Globus argued that a
trade secret must be more than “a mere id@ag that it was not enough that his idea may have
inspired Globus to use ramps as the expansiechanism in its intervertebral spacers. Third,
Globus argued that Dr. Biaa failed to show that the combtian of features he claimed as his
trade secret were entitled to protection, bec#tuseombination was obvious in light of the prior
art Scissor Jack instrument made by Medtronic,, lanother manufacturef medical devices.

Dkt. No. 221, at 3-6; see also 1/15/14 AM Tit4. Globus did not argue that Dr. Bianco failed

to disclose to Globus all the components thabhdis expert claimed to constitute his trade

secret, which is the argument Globus has madéhifirst time in his post-verdict Rule 50(b)
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motion? Hence, because Globus’s current arguntieat Dr. Bianco failed to disclose all the
components of his trade secret to Globus wagaieed in Globus’s Rule 50(a) motions, it is
waived.

Even if that argument were not waived, @eurt would reject it on the merits. Globus’s
argument that Dr. Bianco did not offer sufficienidance to show that he disclosed all of the
features that comprised his trade secret confteaele secret law and patent law principles. Dr.
Bianco did not limit his trade secret claim to gpecific combination offtose features that his
expert identified as having been disclosedGiobus. That is, by ideifying at trial all the
features of the idea he digsed to Globus, Dr. Bianco wanot describing “narrowing
limitations” that defined his trade secrets in the same manner that such limitations define the
scope of patent claims.

Trade secret law generally does not require @ahimhde secret be fileed by way of such

limitations. See Restatement (Third) of Unf@mmpetition § 40 cmt. @95) (“The unauthorized

use need not extend to every aspect or featutieeofrade secret; use of any substantial portion
of the secret is sufficient to Isiect the actor to liability. Siiarly, the actor need not use the
trade secret in its original form.”). The purposf Dr. Bianco’s identfication of the various

features of his disclosure t8lobus was to show a connectibatween his disclosure and the

2 In its reply memorandum in support it Rule 50(b) motion, Globus argues that it

raised the argument that Dr. Bianco failed to shbat he disclosed all of the elements of his
trade secret or secrets to Globu3kt. No. 334, at 1-2. Inupport of that contention, however,
Globus cites to a portion of its Rule 50(a) motiorwhich it contended #t Dr. Bianco did not
disclose a “workable device” to Globus. Dkib.Ne21, at 9. Besides being a different argument,
that argument was made as part of Globusistention that Dr. Bianco failed to prove that
Globus used his trade secrets, not as part @rgnment that Dr. Bianco did not disclose any
trade secret or secrets to Glob@lobus has failed to show thapreserved the argument it now
raises.
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Caliber and Rise products. Even if the jury daded that not all of # features identified by
Dr. Bianco’s expert were shown his drawings or otherwisestilosed to Globus, it could have
found the features allegedly oreitk from Dr. Bianco’s drawigs—such as the presence of
radiographic markers and the use of particulatenes in construction—were ancillary to the
core idea of a continuously adjustable and reversildebody spacer for use in fusion surgeries.
Thus, it was not necessary for the jury to codelthat every feature identified by Dr. Bianco’s
expert was disclosed in the drawirigs Bianco gave to Globus wrder for the jury to find that
Dr. Bianco conveyed the concept of an adjustaitlerbody spacer to Gbus and that his idea
for such a spacer was a trade secret.

In its post-trial brief, Globus has not arguibeét the idea for a canuously adjustable
interbody spacer was already in the public donsaid therefore could not be a trade setret.
Instead, Globus makes the argument that “a tradetsmust be more thaa mere idea.” That
argument is unconvincing.

The authority cited by Globus does not esthbtisat, as a matter dfexas law, “a trade

secret must be more than a mere idea.bb@$ relies on Gonzales Zamora, 791 S.W.2d 258

(Tex. App. 1990), in which a Texas court of ap|s stated that “[w]e do not consider the
statement that a trade secret maybly an idea to be @orrect statement of¢haw.” 1d. at 264.

The court in_Gonzales, however, svmaking the point that tradeecret law does not create a

% Nor would such an argument succeed. While a trade secret must be kept secret in order
to be eligible for protectionand while knowledge in the trad“is an important inquiry,
uniqueness in the patent law sens not an essential element of a trade secret. . . . As
distinguished from a patent, a trade secre¢dnnot be essentially new, novel or unique.”
Cataphote Corp. v. Hudson, 422 F.2d 1290, 1293 (5th Cir. 1970) (quotation omitted); Ultraflo
Corp. v. Pelican Tank Parts, Inc., 926 F. Supp. 2d 935, 960 (S.D. Tex. 2013) (“Novelty and
uniqueness are not prerequisites for a tradees&grciting Gonzales v. Zamora, 791 S.w.2d
258, 264 (Tex. App. 1990).
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right to exclude based on a properight in the idea itself, as is the case in patent law. Instead,
trade secret law protects an idealy if the idea is kept seet; and liability flows only from
improper conduct in obtaining or ugj that idea. The Gonzales coorade that point clear by its
reliance on the First Restatement of Torts, which states:

The suggestion that one has a right toléxe others from the use of his trade
secret because he has a righproperty in the idea Babeen frequently advanced

and rejected. The theory that has prevailed is that the protection is afforded only
by a general duty of good faith and that tiability rests upon breach of this duty,
that is, breach of contrgcabuse of confidence or impropriety in the method of
ascertaining the secret. Apart from breadhcontract, abuse of confidence or
impropriety in the means of procurememndde secrets may be copied as freely as
devices or processes which are not secret.

Restatement (First) of Torts § 757 cmt. a (1939).

Neither_Gonzales nor the Restatement stdoidthe proposition that a trade secret must
be more than just an idea. What those authorstiasd for is that the idea that is claimed as a
trade secret is not a protecte@dperty right in the atiract, but is protecteonly as long as it is
kept secret and only against appropriationiraproper means. Thus, both Gonzales and the
Restatement would support liability in the casenisappropriation of a “ere idea,” if the idea
had been kept secret and liability were prem@ed breach of confidence, as it was in this case.

Globus also relies on Numed, Inc. v. MdNw24 S.W.2d 432 (Tex. App. 1987). That

case is inapposite. Numed concerned claimsanfetisecret status for “customer lists, contract
renewal dates, price lists, and marketing reg@athat were allegedly misappropriated by a
former employee of the plaintiff. Id. at 434. elbourt found that the defendant had not taken or
copied any of the plaintiff's information whenshemployment with the plaintiff was terminated
and that “the skills acquired by [the former emge)y. . . which he later used to market his own

product, were derived from his owaxpertise, not the property fthe plaintiff].” Id. at 435.
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The court stated that a former employee does not commit trade secret misappropriation when he
“use[s] the general knowledge, skills, and exgare acquired during his prior employment to
compete with a former employer and even deitess with the former employer’s customers,

provided that such competition is fairly and Ilygaonducted.” _Id._Numed therefore relied on a

line drawn in the law to discern when fornganployees misappropriate their former employer’s
trade secrets, as opposed to merely using krigelend experience obtaohin the course of
their prior employment. Ideas, whether “mere” or otherwise, are protected from
misappropriation as long as they provide agoportunity to obtain dusiness advantage over

competitors and are maintained in secrétyde Corp. v. Huffines, 314 S.W.2d 763, 776-77

(Tex. 1958).

The evidence at trial was sufficient to showat Dr. Bianco maintained his ideas in
secret, except to the extent that he disclosemhtto Globus subject to an understanding that he
would be fairly compensated @lobus were to use them. TBeurt therefore rejects Globus’s
argument that Dr. Bianco’s ideas were not erditie trade secret protection because they were
“mere ideas.”

Globus next argues that Dr. B@nchanged his theory of liability at trial by seeking to
define his trade secrets not oy the specific combination of particular elements identified by
his expert, but also as the teoidea” for a continuously expdable interbody spacer for use in
fusion surgeries. Globus assdttat Dr. Bianco was “foreclosed” from changing his theory of
liability at trial in that way. Dr. Bianco, howey, did not change his abry of liability. Dr.
Bianco’s amended complaint alleged that hes§assed valuable trade secrets in the design of

the expandable interbody spacer device.” Dkt. No. 103, at 6. At trial, Dr. Bianco presented
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evidence that his drawings disclosed such acgeaiong with several key features also found in
Globus’s Caliber and Rise products/14/14 PM Tr. 71-84 Neither in his coplaint nor at trial
did Dr. Bianco suggest that his trade secretemrets were limited to the precise combination of
features found in his drawings or the exadigie of the device depicted in the drawings.

Dr. Bianco’s theory all along has been tha @irawings disclosed an implant for use in
fusion surgeries, along with certain key featuses] that Globus used his trade secret when it
developed such an implant withany of the same features. Bianco has never claimed that
his drawings disclosed the complelesign of the Caliber and Ridevices; rather, his consistent
claim has been that his drawgs disclosed the fundamentancept for the implant along with
several of its key features.

The jury was instructed, without objection, tlaatrade secret of theort claimed in this
case “consists of a combination ioformation” and that a “trade seet must be secret.” DKkt.
No. 226, at 3. The Court instructdte jury that “[tlhere is nprecise definition or formula for
determining whether Dr. Bianco’s disclosure attjueonstituted a trade secret.” Id. at 4. The
Court provided the jury with sifactors that “may be relema to determining whether Dr.
Bianco’s disclosures constituted a trade secret”:

(1) The extent to which the infoation is known outside Dr. Bianco’'s
business;

(2) The extent to which others involved in Dr. Bianco’s business knew the
information;

(3) Measures taken by Dr. Bianco to gluthe secrecy of the information;

(4) The value of the information to Dr. Bianco and his competitors;

(5) The amount of effort or mone&xpended by Dr. Bianco in developing
the information; and

(6) The ease or difficulty with which the information could be properly

acquired or duplicated by others.

Id. at 4.
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Given those instructions and the evidence in this case, the jury could reasonably have
found that Dr. Bianco’s idea for a continuously expandable spacer for use in fusion surgeries was
a trade secret. First, the idea for such a aiewdnd a description afs key features is a
“combination of information.” Second, the egitte showed that Dr. Bianco kept his ideas
secret, and in particular that kept his drawings in a safe ims office. 1/13/14 PM Tr. 84. In
discussing the amount of effahat he expended in develagi the information, Dr. Bianco
relied on his years of experience in the field sgimegery. Dr. Bianco testified that he performs
between 250 and 300 fusion surgeries per year, @b-&6, and that he has been practicing as a
neurosurgeon since at least 2005,ad56. Dr. Bianco also offedeevidence that, at the time of
his 2007 disclosure to Globuthere were no other products on the market that embodied his
idea. 1/14/14 PM Tr. 93. The only expandahterbody spacer that existed at that time was a
product known as StaXx, which expanded in digracrements, instead of continuously, and
could not be retracted once it was expanded.atld2-73. The jury codltherefore reasonably
have found that Dr. Bianco’s ideas were not Wwealbwn at the time of Bidisclosure. Finally,
the jury could have inferred that his trade secret had value, based on the commercial success of
the Caliber and Rise products and the evideiade advantages canfed by a continuously
adjustable and reversibleasger for fusion surgeries.

One of the main factual disputes at trial wdsether Dr. Bianco’s disclosure related to a
custom_instrument that was to be made for lominstead to an implant to be developed as a
new Globus product. Globus contended at trial BraBianco submitted his drawings as part of
a request for Globus to prepare a customized instruthat he could use in spinal surgeries, and

that his drawings did not relate to an implanakt Dr. Bianco, on the other hand, claimed he
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intended his drawings to be a design for an adjustable implant and that Globus understood his
ideas to be for an implant, nosargical instrument. Instrumentslike implants, are not left in

a patient’s body after surgery and can be useduhiple surgeries on multiple patients. There
was conflicting evidence on this issue at trial, but the evidence was sufficient to allow the jury to
conclude that Globus understood Dr. Bianco’s dng® to relate to a spacer rather than an
instrument. In particular, Dr. Bianco’s ideas were submitted on a form intended for new ideas,
not for custom instruments; Mr. Rhoda direckdd Harris to have Dr. Bianco use the form for
new ideas in submitting his proposal, not the féomcustom instruments (PX107); Dr. Bianco’s
proposal was repeatedly referred to both by DanBo and by Globus employees as relating to a
“spacer,” not an “instrument” or “trial” (a terwf art for a surgical insiment); and Mr. Harris

told Dr. Bianco that his ideas would be subnditte Globus’s “new products” committee, which

met once a month to consider proposals for new products.

In sum, the evidence was sufficient to suppagtjthy’s conclusion that the ideas that Dr.
Bianco submitted to Globus in July 2007 for anuathble interbody spacer constituted trade
secrets that were subjeaotprotection under Texas tadecret law.

2. Breach of a Confidential Relationship

Globus next argues that, even if it used Darigio’s ideas in connech with the Caliber
and Rise products, Dr. Bianco failed to prdliat Globus breached a confidential relationship
with Dr. Bianco when it did so. Globus paniut that the jury found in Globus’s favor on Dr.
Bianco’s breach of contract claim. Accorditgy Globus, the jury’s regction of Dr. Bianco’s

breach of contract claim necessarily meant @labus did not breach a confidential relationship
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with him. Therefore, Globus asserts, assential element of a claim for trade secret
misappropriation is missing in this case.

Globus’s argument on that poistentirely without merit. First, the jury’s verdict was
not inconsistent. Texas law makes it clear that an express confidentiality agreement is not
required for liability in a trade secret misappiapon case, and that a duty of confidentiality can
be implied from all the circumstances even wtterse circumstances do rgve rise to a claim

for breach of contract._ See Hyde @ow. Huffines, 314 S.W.2d 763, 769-70 (Tex. 1958)

(quoting_Restatement (First) of Torts § 757 cnfL939)) (“[W]hether or not there is a breach of

contract, the rule . . . subjects the actor to liability if his disclosure or use of another’s trade secret
is a breach of the confidence reposed in him byther in disclosing the secret to him.”); Gen.

Universal Sys., Inc. v. Lee, 379 F.3d 131 151 nrh54¢iting cases); Phillips v. Frey, 20 F.3d

623, 631 (5th Cir. 1994) (express agreement neetdenshown “where the actions of the parties
and the nature of their relationphiaken as a whole, establidhthe existence of a confidential

relationship”);_Zoecon Indus. v. Am. Stockm@ag Co., 713 F.2d 1174178 (5th Cir. 1983)

(“A confidential employment relationship can bstablished expressly by contract or can be

implied from the nature of the relationship.Zinco-Sherman, Inc. v. Adept Food Solutions,

Inc., 2006 WL 1061917, at *2 (S.D. Tex. Apr. 21, 2006).

Texas law has identified two types of fiduciamiationships. “Thdirst is a formal
fiduciary relationship . . . . Thsecond is an informal fiduciarglationship, which may arise
from ‘a moral, social, domestic or purely perdamdationship of trust and confidence, generally

called a confidential relationship.Abetter Trucking Co. vArizpe, 113 S.W.3d 503, 508 (Tex.

App. 2003). When a claim of improper discloswe use of trade seets arises from a
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confidential relationship, “the jared party is not mguired to relyupon an express agreement

that the offending party will hold the trade secret in confidence.” T-N-T Motorsports, Inc. v.

Hennessey Motorsports, Inc., 965 S.W.2d 18, 2% (Rpp. 1998); see Restatement (Third) of

Unfair Competition § 41 (1995)'A person to whom a trade setrhas been disclosed owes a

duty of confidence to the owner tife trade secret [if] . . . (1) the person knew or had reason to
know that the disclosure was intended toibbeconfidence, and (2) the other party to the
disclosure was reasonable in inferring ththe person consented to an obligation of

confidentiality.”); RestatementFirst) of Torts § 757 cmt. j (1939) (“The question is simply

whether in the circumstances [the defendant] knows or should know that the information is [the
plaintiff's] trade secret and that its disclosure is made in confidence.”).
The holder of a trade secret yndisclose it to others “téurther the holder’s economic

interests” without “destroying its status as a éraecret. _Metallurgical Indus. Inc. v. Fourtek,

Inc., 790 F.2d 1195, 1200 (5th Cir. 1986); Ultraflorp. v. Pelican Tank Parts, Inc., 926 F.

Supp. 2d 935, 959 (S D. Tex. 2013)w(eer of a trade secret malisclose it to others “in
furtherance of business transactions from wiighowner expects to q@it without losing trade
secret protection.”). If a voluaty disclosure occurs in a cert “that would not ordinarily
occasion public exposure and in a manner thas co¢ carelessly exceede imperatives of a
beneficial transaction, then thesdiosure is properly limited andetlrequisite secrecy retained.”

Taco Cabana Int’l, Inc. v. TavPesos, Inc., 932 F.2d 1113, 1124 (6th 1991);_see also Cloud

v. Standard Packaging Corp., 376 F.2d 384, 388-89Qirti1967) (“Where ta facts show that a

disclosure is made in order forther a particular relationship, a relationship of confidence may
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be implied, e.g. disclosure to aogpective purchaser to enablenhio appraise the value of the
secret.”).

In this case, the circumstances under wiieh Bianco disclosed his ideas to Globus,
including Globus’s use of confidentiality @agments and Mr. Harristecommendation that Dr.
Bianco notarize his drawings rfahe protection of both parties provided an ample basis for
concluding that the parties undexsd that they werentering into a confiehtial relationship.
The jury was therefore entitled to find thatoBlis had an implied duty of confidentiality with
respect to Dr. Bianco’s disclosures, eventhiere was no express contractual undertaking
between the parties. Likewise, the jury abuéasonably find that the circumstances of Dr.
Bianco’s disclosure of his ideas to Globus did notlteswa loss of their stas as trade secrets.

Texas law makes clear that the very circuamse of disclosing an é& with the hope of
generating interest in prodag a new product is enough toreate an obligation of

confidentiality. For example, in Phillips v. Fre30 F.3d 623 (5th Cir. 1994), the defendant had

entered into negotiations to phase the plaintiff's hunting-std business. During negotiations,
the plaintiff disclosed his tradsecret manufacturing procdssthe defendant even though the
parties never entered into an express confidégptedreement._ld. &25-26. After negotiations
broke down, the defendant begamgshe plaintiff's manufactunig process withdiypermission.
The jury found that the defendant had misapprogti#ite plaintiff's tradesecret. The court of
appeals affirmed the jury’s verdict and regzttthe defendant’s argument that there was
insufficient evidence of a confideatirelationship. The court held:

Although [the plaintiff] never explicitlyrequested that the secret of his
manufacturing process . . . be heldconfidence, both parties mutually came to
the negotiation table, and the disclesuwas made within the course of
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negotiations for the sale of a busines3he jury could validly accept such
evidence that the defendants knewlmwidd have known that the information was
a trade secret and the disclosure was made in confidence.

Id. at 632. The facts of this case are quite smwdahose of Phillips. Given the circumstances
surrounding Dr. Bianco’s disclosures, including flact that he notarizeldis drawings, at Mr.

Harris’s urging, so as tprotect both Dr. Bianco and Gla, see 1/13/14 PM Tr. 75, the jury
could reasonably have found that Globus knewshould have known that Dr. Bianco’s

disclosure was a trade secret and that it wadema confidence. See also Hyde Corp. v.

Huffines, 314 S.W.2d at 769; Restatement (First) of Torts § 75.7j ¢describing how a duty of

confidence may exist in a situation in which “Asdoses [his] secret to B solely for the purpose
of enabling him to appraise its value”).

The Court further notes that the breach aftcact claim submitted to the jury related to
the alleged promise made by Miarris that Globus would not e<Dr. Bianco’s idea without
compensating him. The Court granted Globusjuelgt as a matter of law on Dr. Bianco’s other
breach of contract claim that @ilus violated a nondisclosure agment that allegedly protected
Dr. Bianco’s ideas. The Court found that under the Texas lost-document rule, there was
insufficient evidence that theondisclosure agreement, a coply which neither party could
locate, protected Dr. Bianco and not just Globus. 1/17/14 AM Tr. 104-05. The breach of
contract claim submitted to theryy therefore, did not involve aalleged contract that required
confidentiality or nondisclosuréut only related to an alleggulomise by Globus to compensate
Dr. Bianco if it used his ideasAlthough the Court found the evidamon that claim sufficient to
submit the issue to the jury, it is entirely possitilat the jury found thdhe evidence failed to

show that Globus made a sufficiently concrelgreement to compensate Dr. Bianco at a
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particular level and that it basddéts verdict on the breach obmtract claim on that ground. For
each of those reasons, there is no inconsigtéetween the jury’s verdict on the breach of
contract claim and its verdiain the trade secret claim, dé@spGlobus’s contention to the
contrary.

Even if the jury’s verdict were considergatonsistent, Globus oaot take advantage of
that inconsistency now, because Globus failed te this inconsistency issuetdgl. Inthe case
of an inconsistent verdict thelis no way of knowig, after the fact, which way the jury would
have resolved the inconsistency if it had beequired to do so. In this case, for example,
requiring the jury to cure the alleged inconsisyewould not necessarily have led to a different
verdict on the trade secret misappropriation clatnepuld just as well have led to a different
verdict on the breach of contract claim. It is fleat reason that courts have held, in cases such
as this one, that a party waives its challengalleged inconsistencies in the verdict if it fails to

raise them before the court diseges the jury. Stancill v. M@enzie Tank Lines, Inc., 497 F.2d

529, 534-35 (5th Cir. 1974); see L&W, Inc.S$hertech, Inc. , 471 F.3d 1311, 1318-19 (2006).

Therefore, even if the Court concluded that the jury’s verdict in this case was inconsistent, the
verdict would stand because of Glets failure to raise the issue of inconsistency before the jury
was discharged.

3. Use of the Trade Secrets

Globus next argues thatette is insufficientevidence from which the jury could
reasonably find that Globus usBd. Bianco’s trade secrets, &srequired for a claim of trade
secret misappropriation. Globus fiesserts that Dr. Bianco considd the use of a scissor-jack

expansion mechanism with his spato be “an element of hisatte secret combination.” Dkt.

25



No. 316, at 8. As noted, the Caliber and Rmeducts use a ramp-based mechanism for
expansion, not a scissor-jack mechanism. &foee, according to Globuthose products did not
embody Dr. Bianco’s trade secret®gain, however, Globus appropriately seeks to import
patent law concepts into Texas trade secwst |&s noted, Dr. Bianco did not limit his trade
secret claims to the precise combination ofezd in his drawings.Given that Dr. Bianco’s
trade secrets included the idea for a contislyoadjustable interbody spacer with certain key
features, the jury was entitled to find that Glolmggd that trade secret when it began pursuing
the development and marketing of such a dewid many of the features identified in Dr.
Bianco’s drawings._See Dkt. No. 226, at 5 (jurstinctions) (defining “use” of a trade secret to
include “any exploitation othe trade secret that is likely to result in injury to the trade-secret
owner or enrichment of the defendant” and “keding goods that embodyehrade secret”).

Globus asserts that “Dr. Biantestified that a sssor-jack mechanism was an element of
his trade secret combination.” But in the tpor of his testimony on which Globus relies, Dr.
Bianco was merely responding to the question dretone of your trade secrets was a scissor-
jack mechanism?” 1/13/14 PM Tr. 146-47. Bygpending affirmatively to that question, Dr.
Bianco did not limit his claimed trade secretsthie way Globus suggests. Instead, he merely
indicated that the use of a scissor-jack exjgenmechanism in an adtable interbody spacer
was one of his trade secrets.

Globus argues that in light of the staégial differences between the final Globus
products and Dr. Bianco’s drawingsvas unreasonable for the jury to find that Globus used Dr.
Bianco’s trade secrets. But the fact that Glébidisal products differ in important ways from

the device depicted in Dr. Bianco’s drawingesimot mean that Globus did not use any of Dr.
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Bianco’s trade secrets. Dr. Bianco’s trade sscwere not limited to devices with scissor-jack
expansion mechanisms, but were defined nwoadly by the overall idea for a product with
several key features that wezgentually implemented in the @lus devices. Accordingly, it

was reasonable for the jury to find that Globus used Dr. Bianco’s ideas when it began to develop
those devices. The jury’s finding in that regaras consistent with the Court’s instruction (not
objected to by Globus) that “[u]se’ does not require that a pagyansther’s trade secret in the

form in which it received it.” Dkt. No. 226, at 4.

Globus next asserts that the evidence iat tid not show that Globus relied on Dr.
Bianco’s trade secrets “to accelerateassist its research or development.” Dkt. No. 316, at 8.

In support of that contention, Globus points te fact that Dr. Biancalid not participate in
Globus’s development efforts and to the laclewidence that the leaghgineers on the Caliber
and Rise projects ever saw DraBco’s drawings, were told abohis disclosures, or even met
Dr. Bianco.

Dr. Bianco does not dispute those factimstead, the theory of use that Dr. Bianco
presented to the jury, and that the jury could reasonably have accepted, was that his disclosures
were the source of the basic product idea for €al#md Rise. That theory does not depend on
proof that the Caliber and Rise engineers were directly exposed to Dr. Bianco’s disclosures or
Dr. Bianco himself. Nor does that theory degeon proof that Dr. Biancparticipated in the
development process. Instead, Dr. Bianco reie®vidence that his drawings were circulated
among some of the senior executives at Globostly before Globus made plans to develop an
adjustable interbody spacer. That evidenceuthes evidence that senior Globus executives had

Dr. Bianco’s drawings before them when .Mree sketched a rough design of a ramp-based
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expansion mechanism on the back of the shegapér containing Dr. Bianco’s drawings. From
that evidence, the jury couldeadily have concluded thatethGlobus executives who were
responsible for planning the development oivrproducts relied on Dr. Bianco’s concept when
they decided to develop a continuously expandapéeer, a decision that ultimately led to the
Caliber and Rise projects, evédrough they decided to use a ramp-based expansion mechanism
instead of the scissor-jack mechandepicted in Dr. Bianco’s drawings.

Finally, Globus points to the evidence tlila¢ contributions othe lead engineers on
Caliber and Rise—Mr. Glerum and Mr. Weimawere essential to producing a commercially
viable product. The evidence showed that the ramp-based expansion concept was important in
making the Caliber and Rise products both compadt physically strong, as is required for a
successful spinal fusion implant. The evidehather showed that the ramp-based adjustment
mechanism was devised by Globus'gjeers, not by Dr. Bianco.

The verdict reflects the jury’s recognition thie substantial contribution that Globus and
its engineers made to the development of Cal#ret Rise, since the jumgfused to grant Dr.
Bianco disgorgement of all of Globus’s profiess he requested. The jury instead awarded Dr.
Bianco significantly less by way @f royalty equivalent to fivpercent of Globus’s profits from
the Caliber and Rise productsThe fact that Globus’sontributions to the development of
Caliber and Rise were substahtl@owever, does not mean ti@lobus did not use Dr. Bianco’s
trade secrets by developing the product he propasttdmany of the key features depicted in
his drawings. The Globus engirs did not claim that they veeresponsible for the overall
concept of a continuously expandable and reversibdebody spacer for use in fusion surgeries.

Nor has Globus pointed to anyi@ence that it independently came up with the idea for such a
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device. The Court therefore cdmdes that there was sufficient evidence from which the jury
could have found that Globus used Dr. Biancoade secrets when $et out to design and
develop the Calibesind Rise products.

C. Motion for Remittitur or a New Trial on Damages

1. Sufficiency of the Evidence Suppoihg the Jury’s Damages Award

Globus argues that the evidence at trial miid justify the awardf reasonable royalty
damages equivalent to five pent of Globus’s profits on the Catiband Rise products. Globus
asserts that the jury’s $4,295,760aad of a reasonable royalty past sales was excessive and
asks the Court for remittitur of the damages award or a new trial on the issue of damages.

The Court concludes that the jury’s damageard was supported byetevidence at trial
and that Globus has not satisfied the high burden required to justify remittitur or a new trial on
damages. Although the jury’s damages awardwsitd the high end of royalties that Globus has
paid in the past, it is not unreamble. To support fiiargument that a rolga in the range of
five to six percent was reasonable, Dr. Biapointed to other royalty agreements Globus had
entered into in that range. Given thae thvidence supported a finding that Dr. Bianco
contributed the core idea for the Caliber andeRproducts, including geral of ttose products’
essential features, the jury cdukasonably find that Dr. Biansocontributions were analogous
to the contributions of those who had received such royalty rate<Itainus in the past.

In large part, Globus’s arguments about darsage an attack on Dr. Bianco’s theory of
liability. Globus argues that DBianco failed to prove two assutigns that his damages expert,
Dr. Stephen Becker, relied on in formings lopinion that a hypothetical royalty negotiation

between Dr. Bianco and Globuswld have resulted in a royalof five percent. 1/15/14 AM
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Tr. at 46. Globus first arguesaththe evidence failed to suppd@r. Becker's assumption that
“Dr. Bianco’s alleged trade secrets led to theemmtion” of the Caliber and Rise products. DKkt.
No. 316, at 11. The Court has already deterdhihewever, that there wasufficient evidence
from which the jury could find that Globus used Branco’s trade secrets in exactly the way Dr.
Becker assumed.

Globus’s second argument is that the emie did not support Dr. Becker's assumption
that other surgeons on the design teamstlie Caliber and Rise products “provided only
incremental improvements to the products.” t.¥o. 316, at 11. Globusagument is that the
five percent royalty the jury awded to Dr. Bianco is excessive,timat it is significantly higher
than the one-half of one percenyalty received by most of treirgeons who were members of
product development design teams at Globududhng the product development teams for the
Caliber and Rise products. Glohasserts that Dr. Bianocontributions, if ay, were relatively
minor and unimportant and therefore do not warra royalty in excessf one-half of one
percent. Dr. Bianco responds that becausdrade secrets included the overall product itself,
along with most of its essentidatures, his ideas were extreynghportant to the development
of Caliber and Rise, much more so than thetrdoutions of the surgms on Globus’s design
teams. On Dr. Bianco’s theory, his ideas provithedimpetus, or the “spdeK as he put it, 1/13
PM Tr. 50, for the development of Caliber and Rise at Globus.

Globus asserts that it typically used whatalls the “industry stashard royalty rate” of
one-half of one percent of profits to compenssaiegeons on its desigeams who served as
consultants in the development of medical desj although some ofdhsurgeon members of

Globus design teams received significantly more thah Of the four agreements in evidence
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in which Globus granted a royaltate greater than two percentitaividuals or entities, see
1/15/14 AM Tr. 74, Globus argudbat three of those agreen®involved instances in which
Globus purchased “a completed product owned@dmpanies that Globus acquired.” Dkt. No.
316, at 12. Globus therefore asserts that theltyoggreements paying royalties between five
and six percent of Globus’s profits did not aris@rirsituations that were sufficiently comparable

to the hypothetical royalty negotiatiat issue in this case. See LaserDynamics, Inc. v. Quanta

Computer, Inc., 694 F.3d 51, 79 (Fed. Cir. 2012) (maomii in the patentantext, that licenses

relied on by a patentee to prove damages biicgntly comparable tdhe hypothetical license
at issue in suit”). Fathat reason, Globus assetts evidence of compatvle royalty agreements
shows that Dr. Bianco is entitled to no morartlthe one-half of one percent royalty rate that
Globus typically paid to each design team doctor.

The jury, however, was presented with evide that Dr. Bianco’s contributions were
different in kind from those of the ordinamgesign team doctors. Dr. Bianco’s evidence
suggested that design team doctiyrscally provided merely “reéfiements” to already existing
ideas, not proposals for a whole new produ&f13/14 PM Tr. 91-92, 131-32 (Dr. Bianco);
1/15/14 AM Tr. 69-70 (Dr. Beckgrl1/15/14 PM Tr. 48-49 (Mr. @rum). A number of doctors
on the design teams for the Caliber products sulun#tedavits that were read to the jury, in
which they stated that although they did ngnsgicantly contribute tahe conception of the
patent related to the Caliber insert, they paréitgd in the design and development of the Caliber
products and believed théteir participaton was significant. Nonef the doctors’ affidavits
described the nature of their contributiohswever. 1/14/14 AM Tr. 194-214. The jury was

therefore faced with the task of resolving factigputes over how to characterize Dr. Bianco’s
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contributions and how his contributions compatedhe contribution®f those who were the
beneficiaries of the various Globus royalty egmnents in evidence. Based on Dr. Bianco’s
theory that his ideas led toettdevelopment of the Caliber and Rise products, the jury could
reasonably find that Dr. Bianco’sontributions were greater ah the contributions of the
physicians on the Caliber and Caliber-L desiteams and were similar in kind to the
contributions provided by those who had previousleived royalty rates in the range of five to
six percent from Globus.

In several of those instan¢es noted, Globus procured thghts to products or product
ideas that would have been unavailable to Globus without the contribution of the licensor. In
another instance, a six perceoyalty was paid to a physiciavho, as Globus explained, was “a
world-renowned doctor who wabke sole surgeon on the design team.” Dkt. No. 316, at 12;
1/15/14 AM Tr. 74; 1/17/14 AM Tr. 38-39. Although Globus paid royalty rates as high as five to
six percent in only a few instances, the jury was entitled to conclude from the evidence at trial
that Dr. Bianco’s contribution of the concept and basic design for jastalole interbody spacer
was analogous to the contributions of those who had received royalties in that range. Based on
that evidence, the jury could pessibly find that a oyalty of five percenof Globus’s profits on
the Caliber and Rise products was appropriate.

Globus takes further issue with Dr. Beckereasonable royalty analysis because Dr.
Becker used as a starting point a four perceydlty, based on an aggregation of the total royalty
rate paid to the surgeons on tBaliber design team. Globus asséhntt the four percent rate is
arbitrary because, if Dr. Becker had used thalioed design team royalty rates from Caliber-L

or Rise, he would have arrived atdifferent starting point rateGlobus adds that there is “no
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evidence that any other agreements were baseah aggregated royalty rate.” Dkt. No. 316, at
13.

Globus’s arguments as to Dr. Becker’s negkology have little force. The Court rejected
similar arguments when it addressed Globus&triad Daubert motion. Dkt. No. 196. As the
Court noted at that time, Dr. Becker’s prindipasumption was that “Dr. Bianco’s contribution
to the development of the deviogas much greater than thattb& other surgeons, even viewed
in the aggregate.”_Id. at 4. Given the evitethat the suggestions provided by design team
doctors about a product already in developmenddferent in kind from the ideas disclosed by
Dr. Bianco for a whole new product that was yet being developed, the jury could reasonably
have accepted Dr. Becker's assumption. Furthexnior. Becker testifiethat his starting-point
royalty rate was supported by thristence of the Globus royalgreements that paid between
five and six percent. 1/15/14 ANIr. 74. His selection of a foyrercent starting-point rate was
therefore supported by the eviderand was not arbitrary.

Relatedly, Globus challenges Dr. Becker'snogm that his four-peent starting point for
calculating the hypothetical royalty should be atgd upward by one percent to account for the
particular facts of this case. That opinion, according to Globus, was “based on nothing more
than his unsubstantiated judgment.” Dkb.N816, at 14. Dr. Beckehowever, explained the
one-percent increase by notingatimany of the features th@&lobus has touted as important
advantages of Caliber and Rise were in flmeind in Dr. Bianco’s July 2007 disclosure to
Globus. 1/15/14 AM Tr. 76. Additionally, Dr. Beckgointed to evidence that Caliber is a “key

differentiating product for Globus” that has proveidhly profitable. _Id.at 77. Dr. Becker’s
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opinion therefore was not unsubstantiated, butexatained to the jury and based on his opinion
as a qualified expert.

Globus argues that Dr. Becker “wronghssumed that Dr. Bianco singlehandedly
conceived of the inventions embodied” in the Caliber and Rise products and that Dr. Becker’s
assumption “is entirely refuteddy the Court’s reasoning in agng Dr. Bianco’s claim to be
named as an inventor on Globupatents on adjustable interbody spacdd&t. No. 316, at 13
n.2. Dr. Becker, however, made no such assamptDr. Becker simply assumed that Globus
used Dr. Bianco’s trade secrets. See 1/15/14TAM65. As the Court explained in its order on
inventorship, “[t]here is no inconsistency betm the jury’s finding tt Globus misappropriated
Dr. Bianco’s trade secrets and the Court’s ruling BraBianco is not entitled to be named as an
inventor” on Globus’s patents. Dkt. No. 262, at 20. The requirement in patent law that an
inventor contribute the “conception” of an invemtihas no parallel in the law of trade secrets.

Compare Burroughs Wellcome Co. v. Barr Labs., Inc., 40 F.3d 1223, 1227 (Fed. Cir. 1994)

(“Conception is complete only when the ideas@sclearly defined in the inventor’'s mind that

only ordinary skill would be necessary to reduceitkention to practice.”), with In re Bass, 113
S.W.3d 735, 739 (Tex. 2003) ([AJade secret is_"any formula, fparn, device or compilation of
information which is used in one’s business anesents an opportunity obtain an advantage
over competitors who do not know or use it.” (emphasis added)).

Finally, Globus argues that “Dr. Becker'simpns about the proper royalty rate were all
based on the flawed assumption that ‘a hypathe negotiation over théuture royalty rate
would have occurred after the success of Globus’'s expandable spacer products had been

established.” Dkt. No. 316, at 14. That asgtion was not warranted, Globus asserts, because
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the 2007 hypothetical negotiation between Dr. Beaand Globus would have occurred before
Caliber and Rise were developed and therefoi@®d was known that those products would be
successful. Globus’s argument in thegard fails for several reasons.

First, Globus waived any argument about Becker's assumptions with respect to the
commercial success of the Calilaerd Rise products. Although @hklus challenged the reliability
of Dr. Becker’s opinions on othgrounds prior to trialit never challenged &iopinions as being
unreliable because they took into account tleenmercial success of the Caliber and Rise
products. _See Dkt. No. 110 (Globus motiorstoke); Dkt. No. 164 (supplemental motion to
strike). Nor did Globus object to Dr. Becker’s testimony iat trn that ground.Globus cannot
raise what is essentially an objection to theagibility of Dr. Becker testimony under Federal
Rule of Evidence 702 at this late stage ad p&a motion for remittitur or a new trial on

damages._See Fed. R. Evid. 103(a); PevdiNdissan Motor Co., 2009 WL 2460988, at *2 (E.D.

Tex. Aug. 10, 2009); z4 Techs., Inc. v. MiopfisCorp., 2006 WL 2401099, at *9 (E.D. Tex.

Aug. 18, 2006); Estate of Bynum v. Magno, 55ABp’x 811, 813 (9th Cir. 2003) (“A party who

fails to make a contemporaneooisjection to tle introduction of testimonwt trial forfeits its
right to contest the use of thetidence in a motion for judgmead a matter of i&.”); New Mkt.

Inv. Corp. v. Fireman’s Fund Ins. Co., 7743upp. 900, 917-18 (E.D. Pa. 1991) (“[I]t is well-

settled under the caselaw and cleader Rule 103(a)(1) . . . thatetliailure to timely object to
the admission of evidence constitutes a ‘waiv@r'such objection for purposes of post-trial
review.”).

On the merits, Dr. Becker’'s decision t&éanto account the commercial success of the

Caliber and Rise products in Kisypothetical negotiation” analysdid not render his opinion as
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to the reasonable royalty legally deficientCourts, including theSupreme Court, have
recognized in the analogous patent-law contedt factual developmes occurring after the

date of the hypotheticalegotiation can inform the damagescaddtion.” Lucent Techs., Inc. v.

Gateway, Inc., 580 F.3d 1301, 1333 (Fed. Cir. 20@#)ng Sinclair Ref. Co. v. Jenkins

Petroleum Process Co., 289 U.S. 689, 698 (1933)lseeDdetics, Inc. v. Storage Tech. Corp.,

185 F.3d 1259, 1276-77 (Fed. Cir. 1999) (noting frederal Circuit case law requires neither

the admission nor the exclusion of post-infengent evidence); Fromson v. W. Litho Plate &

Supply Co., 853 F.2d 1568, 1575 (Fed. Cir. 1988}i(gjahat a reasonable royalty “speaks of
negotiations as of the time infringement began,pgemits and often requires a court to look to
events and facts that occurred dadter and that could not halkeen known to or predicted by

the hypothesized negotiators”), overruled ather grounds by Knorr-Bremse Systeme Fuer

Nutzfahrzeuge GmbH v. Dana Corp, 383 F.3d 1337 (Fed. Cir. 2004).

Such post-infringement developments haeen referred to as a “book of wisdom” on
which a finder of fact may rely._ Sinclair, 28J.S. at 698. “The jury may consider the
infringer's actual saleand revenue up to the dabé trial as part ofthe ‘book of wisdom.™

Ariba, Inc. v. Emptoris, Inc., 567 F. Suppd 914, 917 (E.D. Tex. 2008); see Finjan, Inc. v.

Secure Computing Corp., 626 F.3d 1197, 1210 (Fed.20it0) (use of actual profit margins

probative of profits anticipated by the pastism a hypothetical negotian); Trell v. Marlee

Elecs. Corp., 912 F.2d 1443, 1446 (Fed. Cir. 1990) (“[I]n determining the result of . . . a
hypothetical negotiation, the district court magnsider the infringer'santicipated profits, as

indicated by evidence of actuarofits.”); Trans-World Mfg. Corp. v. Al Nyman & Sons, Inc.,

750 F.2d 1552, 1568 (Fed. Cir. 1984) (“Evidence of the infringer’s actual profits generally is
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admissible as probative of his anticipated profédsthe time of a hypothetical negotiation.); z4
Techs., 2006 WL 2401099, at *10 (“Evidence of iafringer’'s actual pofits [is] generally
admissible when calculatingr@asonable royalty.™).

The Court thus rejects Globus’s argument ihats improper for DrBecker to take into
account the commercial success of the Caliber agéd Roducts when determining a reasonable
royalty. The commercial success and the importaficgaliber and Rise to Globus is probative
of what the parties coulctasonably have anticifgal to be the prospecéwalue of Dr. Bianco’s
trade secrets in a 2007 hypothetisafotiation. Given the probativalue of that evidence and
Globus’s failure to raise an objection to theméskibility of Dr. Becker’'s opinion before or
during trial on that ground, this case is similar to Finjan, in which the Federal Circuit stated:

[The plaintiffs] use of the actual efit margins that both [defendants]
experienced on products aftiwat date was simply as reflection of the profits

the parties might have anticipated in calculating a reasonable royalty in the
hypothetical negotiation. [The plaifits] testimony was subject to cross-
examination, and the Defendants did notecbjto the use of actual profits in
general as a basis on ih to gauge expected giits in the hypothetical
negotiation.

626 F.3d at 1210.

In sum, the jury’s award of a reasonable tyyaquivalent to fivepercent of Globus’s net
sales from the Caliber and Riseogucts is supported e evidence at triand cannot be said
to be against the great weight of the evidentée Court therefore rejects Globus’s argument
that the jury’s award of damages should bertowveed and a new triglranted on the issue of

damages based on the insufficiency of theewe to support the jury’s damages award.
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2. Apportionment of the Royalty Base

Globus argues that a new trial should be md®n the issue of damages because the jury
failed to apportion the royalty base it used to calculate damages after it had selected five percent
as the appropriate royalty rate. Based on its#eastdion that Dr. Bianco’sontributions to the
Rise and Caliber products were minor at bestpGs asserts that Dr. Becker and the jury should
have taken into account the fractional value ofdanco’s contributions tthe Caliber and Rise
products both in calculating the royalty rate andaitulating the royalty base to which that rate
was applied. Globus’s argument, however, is thasea view of Dr. Bianco’s trade secrets that
the jury rejected when it found Globus liabfor misappropriation. Moreover, Globus’s
argument is not supported by tRederal Circuit cases on whichrelies and is contrary to
Globus’s own licensing practices.

Globus’s apportionment argument is based en“émtire market value rule,” which the
Federal Circuit has applied in teat cases. The entire marketlue rule provides that if a
patentee seeks a royalty base equivalent tentiee market value of the accused product, the
patentee must prove that “the pdteelated feature is the ba$sis customer demand.”_Rite-Hite

Corp. v. Kelley Co., 56 F.3d 1538, 1549 (Fed. Cir. 19@5) banc) (citations omitted). If the

patented feature is not the basis for custodemand, the royalty base must be apportioned
according to the value of the portion of the acduseduct that infringethe patent. Thus, “in

any case involving multi-component products, patentees may not calculate damages based on
sales of the entire product, apposed to the smallest samlpatent-practicing unit, without
showing that the demand for the entire prodigctattributable to the patented feature.”

LaserDynamics, Inc. v. Quanta Computer.|r694 F.3d 51, 67-68 (Fe@ir. 2012); see also
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Lucent Techs., 580 F.3d @836 (“For the entire market value ruleapply, the patentee must
prove that the patent-relatedafare is the basis for custonsemand.”) (emphasis in original);

Uniloc USA, Inc. v. Microsoft Corp., 632 F.3292, 1320-21 (Fed. Cir. 2011) (same). Where

the smallest salable unit is “a multi-compongroduct containing seral non-infringing
features with no relation to ehpatented feature,” the pate@tmust apportion damages only to

the patented feature or features. Virnelx;. v. Cisco Sys., Inc., No. 2013-1489 (Sept. 16,

2014), slip op. 29-32.

The entire market value rule is designedléal with cases iwhich infringement by a
multicomponent device relates to only one sub{opoment of that device. Such a situation might
arise, for example, where the o&r of a patent for an invenéwvelectronic component sues an
automobile manufacturer for infringement becatlsd manufacturer’'s automobiles include CD
players that use the accused electronic componerstichncases, there isabstantial risk that a
jury will overcompensate the plaintiff if the rdigabase is derived fropfor example, the sales
of the entire product (e.g., the antobile), as opposed to salestbé “smallest salable patent-
practicing unit” (e.g., the ettronic component withithe CD player)._&e VirnetX, slip op. 14-

15; LaserDynamics, 694 F.3d 51, 67 (Fed. Cir. 2012).

As a matter of logic, there is nothing iméetly wrong with usinghe entire meket value
of a product as the royalty base, as long as thdtyayde is selected gpopriately. _See Lucent

Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1338F&@. Cir. 2009) (“[T]he base used in a

running royalty calculatiorran always be the value of tleatire commercial embodiment, as
long as the magnitude of the rate is witham acceptable rang@s determined by the

evidence).”). The problem isahin complex products with huretis or thousands of component
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parts, the royalty rate that walube reasonable when the entire market value is used as the
royalty base may be an extremely small fracbba percentage, which a jury would be unlikely

to choose after finding a defendant liable for infringement. _See Uniloc USA, Inc. v. Microsoft

Corp., 632 F.3d 1292, 1320-21 (Fed. Cir. 2011) (pkimtattack on defendant’s expert for
proposing a reasonable royalty of 0.00003 percenthef entire marketvalue of Microsoft
software products for the accused product-atim feature “may have inappropriately
contributed to the jury’s rejectn of his calculations”). When the entire market value is used as
the royalty base, the Federal Circuit views ts& 0f prejudice to the defendant as sufficiently
serious that the court has held that “the requént to prove that the patented feature drives
demand for the entire product mapt be avoided by thase of a very small royalty rate.”

LaserDynamics, 694 F.3d at 67.

This case is not like the FadéCircuit cases that have foufallt with a jury’s award of
a reasonable royalty based on the entire markeewat a product. Thascases have all dealt
with the prototypical fact padtn in which the infringing feate in the accused product is a
minor subcomponent of, or makes a minor contrdsuto, the overall product. See VirnetX, slip
op. 32 (plaintiff failed “to apportion the royalty dowm a reasonable estimatéthe value of its

claimed technology”); LaserDynamics, 694 F.3d68t (plaintiff failed to show that patented

method for discriminating between the types of slisserted into an optical disc reader drove
demand for laptop computers); Uniloc, 632 F.3d.320 (infringing software activation feature
in accused Microsoft software productglicent, 580 F.3d at 1332, 1336-39 (accused date-
picker feature in Microsoft Outlook software svébut a tiny feature of . . . an enormously

complex software program compngi hundreds, if not thousandsemen more, features.”).
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In this case, however, Dr. Bianco’s tradersé was the idea fahe adjustable interbody
spacer itself. Dr. Bianco’s trade secrets didnetdte to only a single subcomponent or feature
of the Caliber and Rise productsistead, they related to tleverall idea for a continuously
adjustable and reversible inbedy spacer for use in fusion sarges and included many of the
key features disclosed in Dr. &ico’s drawings. Thereforeyen assuming that the Federal
Circuit's strict requirements foapplying the entire market vauule apply inthis case under
Texas trade secret law, Dr. Bianco met his bardf proof when he psented the jury with
sufficient evidence to support hisethry of trade secret misappr@iion. In other words, the
Caliber and Rise products are the “smallest salabits” that reflect th use of Dr. Bianco’s
trade secrets.

In a notice of supplemental authority sutted after its motion, Globus argues that the
recent decision of the Federal Circuitin Virnet¥monstrates that Dr. Bianco’s “damages model
cannot support a reasonable royaltyard.” Dkt. No. 336._VirnetX, however, simply applied
the principles of the entire market value ruleatsituation in which the smallest salable unit
contains significant unpatentableateres. _VirnetX, slip op. 32In that situation, the scope of
the defendant’s infringement cannot fairly be s@idextend to the entire accused product, or
even the smallest sal@blnit of that product. In the pesd case, by contrast, the jury was
entitled to find that the scope of the appropriagaitended to the entire Caliber and Rise line of
products, since what was alleged to have been appropriated was the idea for an adjustable
interbody spacer and the combination of theibdeatures of such a spacer, which were

incorporated in the Caliber and Rise devices. In that setting, the entire market value rule does
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not require that the royalty ba be apportioned among featuoéshe device in question. See

Univ. of Pittsburgh v. Varian Med. Sys. cln561 F. App’x 934, 946-47 (Fed. Cir. 2014).

The justification for treating the Caliber aRtse products as the fruit of the appropriated
trade secrets (or, in the termised in the patent context,etismallest salable units” that
represent what Globus appropriated) is not undeby the fact that Globus and its engineers
contributed substantially to theesign and development of those products. Nor is the jury’s
finding undercut by the fact that Globus implemented Dr. Bianco’s trade secrets with an
expansion mechanism different from the one degich Dr. Bianco’s drawings. The jury took
into account the relative contriboms of Dr. Bianco and Globus when it awarded Dr. Bianco a
five percent royalty. Given th#te jury declined to award Dr. &ico complete disgorgement of
all of Globus’s profits from the Caliber and Rise products, the jury’s uteiglioest viewed as
based on a conclusion that Globus’s contributionthe development and commercialization of
those products were important enough that DanBo’s share of the profits on those products
should be limited to five percent. Because jirg’s choice of a royalty rate was reasonable,

there is no reason to doubly discount Dr. B@e contributions to the overall product

* Globus points to other castst, like VirnetX, recognizéhat further apportionment of
the royalty base beyond the bassociated with the smallest salable unit is required when the
patent relates to something less than the sstadl@able unit._SeBynetix Design Solutions,
Inc. v. Synopsys, Inc., 2013 WA538210, at *3 (N.D. Cal. dg. 22, 2013); Personalized Media
Commc’ns, LLC v. Zynga, Inc., 2013 WL 5979627, at *2 (E.D. Tex Nov. 8, 2013). That
proposition, however, does not apply to a case sutiisasne in which the smallest salable unit
embodying a use of protected intellectual propestythe entire product itself. In fact, the
decision in_Personalized Media makes preciselypbatt. The court in that case found that the
entire market value of the prodacaccused of patent infringentewas an appropriate royalty
base because plaintiff's theory was that “eadtused [product], as a whole, infringes the
patents-in-suit.”2013 WL 5979627, at *2.
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development of Caliber and Rise by furthedueing the royalty base by apportionment, as
Globus requests.

Globus’s practice of routinelysing the profits on its devices the royalty base in its
royalty agreements provides further support forrthalty base applied in this case. Unlike in
the Federal Circuit cases dealingth the entire market value lgy in this case the evidence
showed that Globus’s regulargatice was to grant royalties deal on the net sales of its
products. For example, all tfie royalty agreements betwe@tobus and the surgeons on the
design teams for Caliber, Caliber-and Rise used as the royaltysbahe full net sales of the
respective product. Dr. Becker testified thHa reviewed more than 200 Globus royalty
agreements and found that “the running royaltycitire is standard” ithose agreements and
that all of the agements were “of this rate-times-bageucture.” 1/15/14 AM Tr. 67-68. The
parties have not pointed to any Globus rgyagreement providing for a royalty base of
anything less than the net sales of the entioelymt in question. Dr. Beek testifiedthat “[ijn
Globus’ case, when they do royalty agreementsyenactually looked at the agreements and see
that they define the thing that you—where you multiply the rate times something called net
sales.” _Id. at 79; see also idt 84. The jury’s choice of hesales as the royalty base was
therefore entirely condmnt with the ewence as to the manner which Globus typically
compensates those who contributéh® development of its products.

As part of its apportionmemtrgument, Globus contends thia¢ royalty base should have
been apportioned because all of thdividual elements of Dr. Bian's trade secrets are in the
public domain. According to Globus, Dr. Bianct’ade secrets amounted to nothing more than

ideas to improve upon spacers athgdound in the market at the time Dr. Bianco disclosed his

43



ideas to Globus. Therefore,dblus asserts, Dr. Bianco is eletit to only the incremental value
provided by that improvement. As noted, howewn Bianco’s idea for an improvement over
already-existing sgcers took the form of an idea far complete product with certain key
features. To the extent that Dr. Biancidgeas represent mere improvements over already
existing technology, the same could be said about the Caliber and Rise products themselves, as
well as countless other inventions. Globus’s argat does not lead to the conclusion that the
royalty base must be apportioned.

Globus next asserts that “the sole deéface” between the spacer shown in Dr. Bianco’s
drawing and the intervertebral spacers thateweommercially available when Dr. Bianco
disclosed his drawing to Globus in 2007 was ke of a scissor-jackxpanding mechanism.
Dkt. No. 316, at 18. That assertion, howevemas supported by the ewedce. Instead, the
evidence established that most commerciallyilalvke spacers were static, i.e., not expandable,
and that the only available expandable spa<&aXx XD—was not continuously expandable or
reversible. 1/14/14 PM Tr. 72-73. Dr. Biantteerefore disclosed ideas for improvements to
existing spacer technology beyond the mese of a scissor-jack mechanism.

In support of its argument that Dr. Biafedlisclosures contaed nothing new, Globus
argues that Dr. Bianco’s disslores added nothing of substanio the features found in the
preexisting Medtronic Scissor Jack surgicalnmstent. As explainedbove, however, the jury
rejected Globus’s theory that Dr. Bianco disctbaa instrument to Globuapt an implant. The
jury therefore found that Dr. Bianco’s disclosuvas of a product fundamtlly different from

the Medtronic Scissor Jack instrument.
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Relatedly, Globus contends tHffihe damages model th&ir. Becker presented to the
jury did not value Dr. Bianco’s trade secretormation in the context of an improvement of
readily available public information in 2007.” DINo. 316, at 19. However, Dr. Becker stated
that in forming his opinion on damages he com®d the advantages that Dr. Bianco’s ideas
provided relative to preexisting apers on the market, as explained by Dr. Bianco’s technical
expert. _See 1/15/14 AM Tr. 75-76 (Dr. Becket/14/14 PM Tr. 72-74 (Dr. McMillin).
Globus’s contention about Dr. Becker's dayga model is therefore inaccurate.

Accordingly, the Court concludes that thee usf the net sales of the Caliber and Rise
products as the royalty base for calculatinghdges without further apportionment was legally
appropriate and was supported by the evidendeaht The Court thexfore denies Globus’s
motion to overturn the verdict or grant awnérial on the ground that apportionment of the
royalty base was required beyond the apportionmdlietted in the jury’s decision to award Dr.
Bianco five percent of the net salef the Caliber and Rise products.

3. Future Royalties

Globus argues that the Court erred whegranted Dr. Bianco an ongoing royalty of five
percent of Globus’s profits othe post-verdict sales of the Caliber and Rise products and
products not colorably differeritom those products. See DINo. 311, at 22. According to
Globus, there is no authority under Texas law for suckmedy in a trade secret case. Globus’s
argument is unpersuasive.

Globus argues that because trade sewnisappropriation under Texas law is not a
continuing tort,_see Tex. Civ. Prac. & Re@nde § 16.010(b), Texas law does not support the

award of an ongoing royalty. The law is clear, however, that ongoing or continuing damages can
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result from a tort that is nat continuing tort, including the toof trade secret misappropriation.

See_Gen. Universal Sys., Inc. v. HAL, Inc., 500 F.3d 444, 452 (5th Cir. 2007); Daboub v.
Gibbons, 42 F.3d 285, 291 & n.9 (5th Cir. 1995). Ur@mbus’s theory, th reasonable royalty
damages to which Dr. Bianco would be entitled wiadgpend arbitrarily on the date of the jury’s
verdict. If the trial had occurred earlier—ihr example, Dr. Bianco had filed his lawsuit
earlier—Globus’s theory woul@imit Dr. Bianco to a reduced damages award because there
would have been fewer sales of the Caliber arse Revices to account fior the calculation of a
reasonable royalty. The damages suffered hyHmnco, however, are not dependent on the
date that the jury rendered its verdict. Thmurt sees no basis under Texas law to arbitrarily
limit Dr. Bianco’s damages in that way just besaudhe tort of trade secret misappropriation is
not a continuing tort.

Providing for an ongoing royalty was thelypmnvay, under the circumstances, for the
Court to ensure that Dr. Bianco would receive émpensation for his loss. At trial, neither
party argued or presented evidence that a hypothetical negotiation between Globus and Dr.
Bianco would have resulted in a one-time lusin royalty payment to Dr. Bianco. Instead, the
evidence and argument at trial with respecte@msonable royalty dames focused exclusively
on running royalties._See 1/15/14 AM Tr. 67-68 (Becker testifying that a running royalty
method was used in all of Globus agreemdm@seviewed). An ongoing royalty award was
therefore the only practical meatasensure that Dr. Bianco would be fully compensated for the
injury the jury found he suffered.

Globus argues that the Coerred in relying on Hyde @p. v. Huffines,314 S.W.2d 763

(Tex. 1958), and Bryan v. Kershaw, 366 F.2d 49 Gir. 1966), when it ruled that Texas law
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supports the award of an ongoing royalty. Acawgdio Globus, those cas are not suitable
precedents for an award of ongoing royalties bex#uwsy involved injunctions, not the grant of
future damages. That argument, however, misses the point. The Court relied on Hyde and
Bryan because those cases show that under Texasdarts fashioning equitable relief for trade
secret misappropriation have tliscretion to award such reliperpetually, that is, beyond the

date of the verdict and even beyond the date whetrdlde secret is norger a secret. In fact,

under Texas law, it is Globus’s burden “to shbywcompetent evidence that an order of less
duration than a permanent order will affor@ tinjured party adequate protection.” Hyde, 314
S.w.2d at 776. If Texas law allows courts to gramospective equitable Iref that would have
completely and permanently barred Globus freontinuing to sell the Caliber and Rise
products, then it is surely permissible for a cougrant equitable relief #t is significantly less
burdensome, in the form of amgoing royalty with a cut-off dateThe reason why Dr. Bianco

was not awarded a permanent injunction in this case was because the Court found that monetary
relief would be adequate to compensate Dr. &dor his injuries._8&e Dkt. No. 269, at 17 (no
irreparable injury because monetary damages would be sufficient); id. at 18-19 (availability of
monetary relief for Dr. Bianco “largely decideie balance of hardships). It would be perverse

for the Court to hold that, hawyy denied injunctiverelief because of # availability of a
monetary award for future injuries, sucmanetary award is not available after all.

Globus also asserts that in its decisioram@ing future royalties, the Court erred by

relying on_Sikes v. McGraw-Edigp 665 F.2d 731 (5th Cir. 1982). In Sikes, the Fifth Circuit
applied Texas law and awardezhsonable royalty damages eximg beyond the period of the

“head start” gained by the defendant througtirasle secret misappropriation. The Court cited
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the case in response to Globus’s argument thatdas in a trade secret case are limited to the
“head start” that the defendagdined by misappropriating the plaffis trade secret._Sikes thus
shows that Globus’s “head start” theorydaimages is not mandated by Texas law.

In reaching that conclusion, the Sikes ¢owlied on the fact that the circumstances
suggested that a reasonable royalty negotiationldvlikely have resulted in a royalty payable
for the life of the defendant’s product, not just &“head start” periodSee_Sikes, 665 F.2d at
737. Therefore, although Sikes dawst explicitly stad for the proposition #t equitable relief
in the form of a reasonable rdtyais authorized under Texas law, it stands for the unremarkable
proposition that relief in a asonable royalty case under Texas law should be based on what the
evidence suggests the parties vadolidve agreed to ia hypothetical negoti@n. See University

Computing Co. v. Lykes-Youngstow®orp., 504 F.2d 518, 538-39 (Sthr. 1974). In this case,

the evidence of Globus’s royaltyamtices is that Globus pays rdtyes for the life of a product,
subject to a fifteen-year maximum period starting fiibwn date of the agreement. In exercising
its discretion to award equitable relief, the Cdbdrefore deemed it fair and equitable to award
Dr. Bianco ongoing royalties that would ensuratthis total compensation would be consistent
with the jury’s verdict and with the evidencewliat he would have received had he reached an
agreement with Globus regarding the use ofttade secrets in 2007Globus’s assertion that
reasonable royalties are not appraa for torts that are not “ctinuing” is simply not grounded
in law, logic, or principles of equity.

Globus next argues that if ti@ourt decides to let its awandf future royalties stand, it
should reduce the ongoing royalty ré&deone-half of on@ercent. That argument simply reprises

Globus’s argument that the jury’s award of dgesmequivalent to avieé percent ongoing royalty
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is not supported by the evidenc&he Court therefore rejects Glotgisargument wh respect to
ongoing royalties for the same reasons that itctege Globus’s argumentith respect to past
damages.

Finally, Globus argues that the Court’s agvaf an ongoing royalty to Dr. Bianco should
be confined to Globus’s sales of Caliber, Galih, and Rise, and that the award should not
extend to products thateanot colorably different from thegproducts. According to Globus, the
concept of colorable differences is a concept frmatent law that “has no relevance to a trade
secret case.” Dkt. No. 316, at 24. ThatdsGlobus argues, because trade secrets are “defined
by the use made of information, and notthg metes and bounds of the underlying subject
matter.” Id. That distinction has no force instltontext, however. If Globus were to start
selling products virtually identical to the Caliber, Caliber-L, and Rise devices, but under a
different name, those sales would still be thedprcts of the misappropriation of Dr. Bianco’s
trade secrets. There is no reason to createasgtdring loophole in the dirt’'s remedial order.

See Reingold v. Swiftships, Ind.26 F.3d 645, 651 (5th Cir. 1997)f(the trade secret law were

not flexible enough to encompas®dified or even new productbat are substantially derived
from the trade secret of another, the protecttbasthe law provides would be hollow indeed.”).
Equity demands that Globus cannot escape lialialitynaking trivial changes to the Caliber and
Rise products as an end ruroamd this Court’'s judgment.The Court will therefore deny
Globus’s motion to amend the judgmexith respect to future royalties.

The “colorably different” clause that theo@t has included in & remedial order is
similar to the *“colorably diffenat” standard that is frequéy used in connection with

injunctions in patent cases. In that context, the clause has been faesdang to an effective
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injunctive order and has been @fith against challenges thati# impermissibly vague._ See

Oakley, Inc. v. Sunglass Hut Int’l, 316 F.3d 1331, 1346 (Fed. Cir. 2003); Additive Controls &

Measurement Sys., Inc. v. Flowdatac.ln986 F.2d 476, 479-80 (Fed. Cir. 1993); KSM

Fastening Sys., Inc. v. H.A. Jones Co., 778dF1522, 1526 (Fed. Cir. 1985). The clause is

equally necessary in this context, and it similarly not subject to challenge on grounds of undue
vagueness. The Court therefarencludes that the order regagl future royalties is not
contrary to law or unsupported by the evidence introduced at trial and in the proceedings before
the Court regarding thetiure royalties award.

For the reasons set forth above, the Court DENIES Globus’s motion for judgment as a
matter of law, for a new trial, and for remittitur.

IT IS SO ORDERED.

SIGNED this 27th day of October, 2014.

M/%%«»\

WLLIAM C. BRYSON
UNITEDSTATESCIRCUIT JUDGE
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