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1
QUESTION PRESENTED

Did the United States Court of Appeals for the
Federal Circuit have jurisdiction over an appeal from
the United States Distriet Court for the Eastern District
of Texas rather than transferring the case to the Fifth
Circuit, where that appeal presented only questions of
state trade secret law, and the appeal therefore was not
a “civil action arising under . . . any Act of Congress
relating to patents” as required by 28 U.S.C. § 1295(a)(1)
as amended by the ATA?



1
PARTIES TO THE PROCEEDING

All parties named in the caption of this petition were
parties to the proceeding in the court of appeals. There
were no additional parties at trial before the Eastern
Distriet of Texas that did not participate in the appeal.



CORPORATE DISCLOSURE STATEMENT

Petitioner Globus Medical, Inc. is the named party
and the real-party-in-interest in this proceeding. Globus
Medical, Inc. has no parent corporation and no publicly
held corporation owns 10% or more of Globus Medical,
Ine. stock.



W

TABLE OF CONTENTS

Page

QUESTION PRESENTED ......ocoiiiiiiiiiiit. i
PARTIES TO THE PROCEEDING ............... i
CORPORATE DISCLOSURE STATEMENT ...... fif
TABLE OF CONTENTS. ..ot iv
TABLE OF APPENDICES ......... ..ot Vi
TABLE OF CITED AUTHORITIES ............. vii
OPINIONSBELOW. ...t iie e 1
JURISDICTION. ... oot i 1
STATUTES INVOLVED INTHE CASE ........... 1
INTRODUCTION. . oot es 5
STATEMENT ... 7
I. Factual Background................. ... ..., 7
I1I. Procedural History.........coveevnin .. 9

REASONS FOR GRANTING THE PETITION. . ... 13



v

Table of Contents

Page

I. The Federal Circuit’s Jurisdiction Over
Appeals that Present No Issues of Patent
Law Must be Re-Evaluated and Corrected
in Light of the ATA Amendments to
the Governing Jurisdictional Statute ........ 13

A. This Court’s Analysis in Christianson
and all of the Federal Cireuit’s Prior
Jurisdictional Jurisprudence Breaks
Down In the Wake of the ATA........... 13

B. TheFederal Circuit’s Jurisdictionis Now
Tied Directly to Patent Law, and Not to
the District Court’s Jurisdiction......... 16

II. This Court Should Resolve the Impact
of the ATA’s New Limitation on Federal
Circuit Jurisdiction in View of the
Purpose of the Federal Circuit and
the Legislative History of the ATA........... 19

III. ThePresentCase Demonstrates Exactly Why
the Federal Circuit’s Exercise of Appellate
Jurisdietion Over Civil Actions That Present
No Issues Arising Under the Patent Laws
Needs to be Revisited Following the AIA.. . ... 21

CONCLUSION ..ottt iiiiiei e, 25



v
TABLE OF APPENDICES
APPENDIX A — JUDGMENT OF THE

UNITED STATES COURT OF APPEALS
FOR THE FEDERAL CIRCUIT,

FILED OCTOBER 19,2015 . ................

APPENDIX B — MEMORANDUM OPINION
AND ORDER OF THE UNITED STATES
DISTRICT COURT FOR THE EASTERN
DISTRICT OF TEXAS, MARSHALL

DIVISION, FILED OCTOBER 27,2014. ......

APPENDIX C — PETITION FOR PANEL
REHEARING OF THE UNITED
STATES COURT OF APPEALS
FOR THE FEDERAL CIRCUIT,

DATED DECEMBER 23,2015 ..............

Page



VL

TABLE OF CITED AUTHORITIES

Page
CASES
Apotex, Inc. v. Pfizer, Inc.,
6547 U.S. 1126, 2006 U.S. LEXIS 3930
(Mem) (2006). .. oovorre it 24

Astro Technology, Inc., v.
Alliont Techsystems, Inc.,
2005 U.S. Dist. LEXIS 46248 (S.D. Tex. 2005)....11

Bandag, Inc. v. Al Bolsev’s Tire Stores Inc.,
50 F2d 903 (Fed. Cir. 1984) .. ..ot ... 13

Beer v. United States,
181 8. Ct. 2865 011). .ot e oo e 23

BlueFarth Biofuels, LLC v. Howaiian Elec. Co.,
235 P3d 310 (Haw. 2010} . . ... oo ineenen ... 1

Boyle v. Stephens, Inc.,
No. 97CIV.1851(SAS), 1997 WL 529006
(SDNY Aug. 26,1997) .. ...vviiii i, 11

Bryan v. Kershaw,
366 F.2d 497 (5th Cir.1966) .................... 12

Christiamson v. Colt Indus.,
486 U.S. 800 (1988). ... oiv i PASSLIN

Daltronics, Inc. v. McAfee,
BOINW2d358(S.D. 199D . . .ovvevve ... 11



VI

Cited Authorilies
Page

Dye v. Hofbauer,

BAB U.S. 1 (2005). .o v it i i e ciaannas 23
Forrester Environmental Serv., Inc. v.

Wheelabrator Technologies, Inc.,

715 F.8d 1329 (Fed. Cir.2013). ... .o i i v eeenn 17
Franchise Tax Board of California 1.

Construction Laborers Vacation Trust,

468 TU.S. 11983 s e vt e e e e e e 17
Gideon v. Wainwright,

B72TU.8.335(963). . e vveiiieriiee e 24
Gonzales v. Thaler,

1328 Ct. 641 (2012). o v vt e 13
Gonzales v. Zamora,

791 SW.2d 258 (Tex. App. 1990). .. .o vvvvnnnnns. 11
Gronholz v. Sears, Roebuck & Co.,

836 F.2d 515 (Fed. Cir. 1987) ......cvvvninnnn 14,15
Grupo Dalaflux v. Atlas Global Gryp., L.P.,

B41 US. BT R2004). . .. ov et iian. 6, 18
Gummn v. Minton,

1338.Ct. 1059 2013). oo v e eee e 16, 17

Hamna v. Plumer,
380 U.S.460(1965). . ...ovive it iiine e, 24



24

Cited Authorities
Page
HDNET LLC .
North Americon Boxing Council,
972 N.E.2d 920 (Ind. Ct. App. 2012) . ............ 11
Hobbie v. Unemployment Appeals
Commission of Florida,
480 U.S. 136 (1987). .. .o e i ns 24
Holmes Group, Inc. v.
Vornado Air Circulation Systems, Inc.,
b3bU.S.826(2002).....ccovvvnnnennnn.., 14, 15, 24
Hudson Hotels Corp. v. Choice Hotels Int’l,
995 F2d 1173 2d Cir. 1993) ...ovivvevven..L. 10
HydeCorp. v. Huffines,
314 SW2d 763 (Tex.1958) ..., 11

In ve Int’l Medical Prosthetics Research Assoc., Inc.,
T39F.2d 618 (Fed. Cir. 1984) ............ccc..... 13

Jang v. Boston Sct. Grp.,
767 .30 1334 (Fed. Cir. 2014). . ................. 17

Johnson v. Benjamin Moore & Co.,
788 A.2d 906 (N.J. Super.2002).............. 10-11

Klaxon Co. v.
Stentor Electric Monufacturing Co.,
BlI3US. 48T (1941) .. .o 24



el

Cited Authorities
Page

Krouser v. BioHorizons, Inc.,

753 F.3d 1263 (Fed. Cir. 2014) .................. 17
Louisiana Power & Light Co. .

City of Thibodou,

360 U.S. 25 (1959) . . e vttt 12
Nilssen v. Motorola, Inc.,

203 F.3d 782 (Fed. Cir.2000) .......ovvvvnvunnnn 15
Panduit Corp. v. All States Plastic Mfg. Co.,

744 F.2d 1564 (Fed. Cir. 1984) ........ ittt 13
Predator Int’l v. Gamo Outdoor,

793 F.3d 1177 (10th Cir. 2015) .. ..o oo e e e 6,18
Richter v. Westab, Inc.,

529 F.2d 896 (6th Cir. 1976). ... ..o v vt 10
Riordan v. H.J. Heinz Co.,

No. CIV.A. 08-1122, 2009 WL 2485958

(W.D.Pa. Aug. 12,2009) . .......ooiviiinnt 10
Riverwood Int’l Corp. v. R.A. Jones & Co., Inc.,

324 F.8d 1346 (Fed. Cir.2003) . ................. 24

Schwarzkopf Development Corp. v.
Ti-Coating, Inc.,
800 F.2d 240 (Fed. Cir. 1986) ........cvvvernn.n. 15



i)

Cited Authorities
Page

Thomasv. R.J. Reynolds Tobacco Co.,

88A2d61(Pa.1944) ....... ..., 11
United States v. Cotion,

836 U.S.625(2002). ... ivi i 13
University Computing Co. v.

Lykes-Youngstown Corp.,

504 F2d 518 (5th Cir. 1974). . ........ooo. ... 11, 23
W.L. Gore & Assoc., Ine. v.

Int’l Med. Prosthetics Research Assoc., Inc.,

745 F.2d 1463 (Fed. Cir. 1984). .. ..., .o oaa .. 13
Walker v. University Books, Inc.,

602 F2d 859 Oth Cir. 1979). ..o vvvee i, 10
Wawrzynski v. H.J. Heinz Co.,

728 F.3d 1874 (Fed. Cir. 2013). . .. ..o cv vttt 16
STATUTES AND OTHER AUTHORITIES
28U S.C. 81254(1). e o e e 1
28US.C. 81291, . e 3
28U.5.C.81292(0) ...vviiie e e 12
28US.C. §1295@)L) « oo eiiiiiiiiee e PasSsim

28USC.81295@)2) ..o 15



2011

Cited Authorities

Page
28 U S.C. 81831 .. it e 17
28 US.C. 81838, it ieei i e PASSIN
28 U.S.C.81838(6). . - e veeee et 4
28 U.S.C.§1838@). . .cvvvviniiiiannnn 4,5,14, 17
Fed. R.CGiv. P 12(h)B). o o v cie e 13
SUp Ct. R I8) oo vt ee e e i i 1
H. R. 2955, 109 Cong. 2d Sess. Sec. b (2006)........ 20
H.R. Rep. 112-98, 112 Cong. 1** Sess. 2011 ........ 21
Pub. L. No. 97-164, 96 Stat. 25 (1982) . .............. 19

S. Rep. No. 275, 97th Cong., 1st Sess. 5, reprinted
in 1982 U.S. Code Cong. & Ad. News 11....... 19, 20

16 James Wm, Moore et al., Moore’s Federal
Practice § 107.412)(c) Bd. ed. 2011).........n\ .. - 6

2 R. Milgrim, Milgrim on Trade Secrets § 8.03
(1992 & Supp. 1992) ... oi it et 10

Leahy-Smith America Invents Act, Pub. L.
No. 112-29, § 19(b), 125 Stat. 284 (2011) ........... 5

Leahy-Smith America Invents Act, Pub. L.
No. 112-29, § 19(e), 125 Stat. at 333 2011)........ 16



1

Globus Medical, Ine. respectfully petitions for a writ
of eertiorari to review the judgment of the United States
Court of Appeals for the Federal Circuit in this case.

OPINIONS BELOW

The opinion of the court of appeals is unpublished, but
is available at 618 Fed. App’x 1032, or 2015 WL 6124988,
The order of the district court is available at 2014 WL
5462388,

JURISDICTION

The court of appeals entered judgment on October 19,
2015, and filed an order denying rehearing on December
28, 2015. Globus Medjical, Inc.’s Petition is timely per Rule
13(3) of this Court. This Court has jurisdiction pursuant
to 28 U.S.C. § 1254(1).

STATUTES INVOLVED IN THE CASE

The subject matter jurisdiction of the Federal Circuit,
as codified in §§ 1292(c) and 1295(2)(1) as amended by the
ATA, provides:

(¢) The United States Court of Appeals for
the Federal Circuit shall have exclusive
jurisdiction—

(1) of an appeal from an interlocutory order or
decree described in subsection (a) or (b) of this
section in any case over which the court would
have jurisdiction of an appeal under section
1295 of this title; and
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(2) of an appeal from a judgment in a civil action
for patent infringement which would otherwise
be appealable to the United States Court of
Appeals for the Federal Circuit and is final
except for an accounting.

28 U.S.C. § 1292(c) (2011);

{(a) The United States Court of Appeals for
the Federal Circuit shall have exclusive
jurisdiction—

(1) of an appeal from a final decision of a district
court of the United States, the District Court of
Guam, the Distriet Court of the Virgin Islands,
or the District Court of the Northern Mariana
Islands, in any civil action arising under, or in
any civil action in which a party has asserted
a compulsory counterclaim arising under, any
Act of Congress relating to patents or plant
variety protection;

28 U.8.C. § 1295(a)(1) (2011). The statutory provisions
providing for the jurisdiction of the regional circuit courts
of appeal remain as provided in § 1291:

The courts of appeals (other than the United
States Court of Appeals for the Federal Cireuit)
shall have jurisdiction of appeals from all final
decisions of the distriet courts of the United
States, the United States District Court for the
District of the Canal Zone, the District Court
of Guam, and the District Court of the Virgin
Islands, except where a direct review may be
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had in the Supreme Court. The jurisdiction
of the United States Court of Appeals for
the Federal Cireuit shall be limited to the
Jjurisdiction described in sections 1292(c) and
(d) and 1295 of this title.

28 U.S.C. § 1291 (2011).

The subject matter jurisdiction of the Federal Circuit
provided by § 1295(2)(1) prior to the passage of the AIA,
read:

(a) The United States Court of Appeals for
the Federal Circuit shall have exclusive
jurisdiction—

(1) of an appeal from a final decision of a district
court of the United States, the United States
District Court for the District of the Canal
Zone, the District Court of Guam, the Distriet
Court of the Virgin Islands, or the District
Court for the Northern Mariana Islands, if the
Jurisdiction of that court was based, in whole
or in part, on section 1838 of this title, except
that a case involving a claim arising under
any Act of Congress relating to copyrights,
exclusive rights in mask works, or trademarks
and no other claims under section 1338(a) shall
be governed by sections 1291, 1292, and 1294
of this title.

28 U.S.C. § 1295(=)(1) (2006).
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The subject matter jurisdiction of the federal district
courts over patent cases is provided in § 1338(a) and (b),
as amended by the ATA:

(a) The district courts shall have original
jurigdiction of any civil action arising under
any Act of Congress relating to patents, plant
variety protection, copyrights and trademarks.
No State court shall have jurisdiction over
any claim for relief arising under any Act of
Congress relating to patents, plant variety
protection, or copyrights. For purposes of this
subsection, the term “State” includes any State
of the United States, the Distriet of Columbia,
the Commonwealth of Puerto Rico, the United
States Virgin Islands, American Samoa, Guam,
and the Northern Mariana Islands.

(b) The district courts shall have original
jurisdiction of any civil action asserting a
claim of unfair competition when joined with
a substantial and related claim under the
copyright, patent, plant variety protection or
trademark laws.

28 U.S.C. § 1338 (2011). Prior to the AIA, § 1338(a)
provided: “(a) The distriet courts shall have original
jurisdiction of any civil action arising under any Act of
Congress relating to patents, plant variety protection,
copyrights and trademarks.” 28 U.S.C. § 1388 (1999). The
addition of the “No State...” language by the ATA does
not impact the analysis of this case.
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INTRODUCTION

For actions filed before September 16, 2011, the
United States Court of Appeals for the Federal Circuit
had exclusive jurisdiction over appeals from district
court decisions “if the jurisdiction of [the lower court]
was based, in whole or in part, on” 28 U.S.C. § 1338(a). 28
U.8.C. § 1295(a)(1) (2006). As aresult of the Leahy-Smith
America Invents Act (ATA), Pub. 1. No. 112-29, § 19(b),
125 Stat. 284, 331-32 (2011), however, the Federal Cireuit’s
Jurisdiction has changed.

The Federal Circuit’s subject matter jurisdiction no
longer depends on whether the district court’s jurisdiction
was based on § 1338. Instead, the Federal Circuit’s
Jurisdietion is now over “an appeal from a final decision
of a district court of the United States, . . . in any civil
action arising under, or in any civil action in which a
party has asserted a compulsory counterclaim arising
under, any Act of Congress relating to patents or plant
variety protection.” 28 U.8.C. § 1295(a)(1) (2011) (emphases
added).

By amending § 1295(a)(1) under the ATA, Congress
altered the subject matter jurisdiction of the Federal
Cireuit. The scope of that change, however, remains
unclear. This Court’s prior precedent on Federal Cireuit
jurisdiction turned entirely on the now-superseded
language of § 1295(a)(1). This Court should grant
certiorari to determine the Federal Circuit’s jurisdiction
in light of § 1295(a)(1)’s amended text.

This case provides a perfect vehicle for the Court
to eonsider this issue. In the distriet court, Respondent
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asserted various state law causes of action, as well as one
patent law cause of action regarding inventorship. The
patent law claim was resolved in favor of Petitioner Globus
Medical in a summary proceeding bhefore the districet
court, and only the state law claims proceeded to trial.

Petitioner prevailed at trial on all but one elaim, which
was for trade secret misappropriation under Texas law.
The appeal presented only issues of state trade secret
law and did not implicate resolution of any underlying or
related question of patent law. Globus Medieal initially
filed a notice of appeal in the Court of Appeals for the
Fifth Cireuit, but that appeal was withdrawn and refiled
in the Court of Appeals for the Federal Circuit following a
jurisdietional objection by Respondent based on precedent
under the prior version of § 1295(2)(1).

A court’s subject-matter jurisdiction is determined at
the time that court’s jurisdiction is invoked. See Grupo
Dataflux v. Atlas Global Grp., L.F., 541 U.S. 567, 570
(2004) (“the jurisdiction of the court depends upon the
state of things at the time of the action brought”) (internal
quotation marks omitted); ¢f. ¢d. at 572 (noting exception
to time-of-filing rule when lack of diversity jurisdiction
is cured by dismissal of a party); 16 James Wm. Moore
et al., Moore’s Federal Practice § 107.41[2][c] (3d. ed.
2011) (“Removability is ordinarily determined as of the
date the notice of removal is filed.”). The jurisdietion of a
federal appellate court “is invoked by the notice of appeal.”
Predator Int’l v. Gamo Outdoor, 793 F.8d 1177, 1186-87
(10th Cir. 2015). Like the jurisdiction of a federal district
court, where arising-under jurisdiction may turn on an
amended complaint or the dismissal of patent claims,
jurisdietion in the Federal Cireuit may be improperly
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invoked where the canse of action actually brought before
the Federal Circuit does not “aris[e] under” the patent
laws. 28 U.8.C. § 1295()).

No cause of action arising under “any Act of Congress
relating to patents” was present in the case at the time
of the appeal. As such, it is unclear whether, under the
amended version of § 1295(a)(1), jurisdiction properly
resided in the Fifth Circuit or the Federal Circuit.
This question implicates not only an important issue of
statutory interpretation, but also a critical question of
Jjudicial policy that is properly for this Court to resolve.
This Court should grant certiorari to review the proper
jurisdiction of the Federal Cireuit.

STATEMENT
I. Factual Background

Petitioner Globus Medical, Inc., is a leading
musculoskeletal implant company primarily focused
on advancing spinal surgery through technological
advancements in orthopedic products. See http:/www.
globusmedical.com/. From its facilities in Pennsylvania,
Globus Medical researches, engineers, manufactures, and
sells medical devices for patients with debilitating spinal
conditions. fd. One of Globus Medical’s leading product
lines includes spinal implants for use in spinal fusion
surgery. CAJA 107.

“Spinal fusion surgery is used to treat conditions such
as degenerative disc disease, in which the space between
two vertebrae in the patient’s spine become compressed.”
CAJA 107. To correct this condition, a surgeon may implant
a device called an intervertebral spacer between the two
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vertebrae. Id.; CAJA 6506-07. The spacer replaces the
degenerated disc tissue and maintains proper alignment
and spacing of the vertebrae, allowing the spine to heal.
CAJA 107. As the spine heals, the vertebrae on either
side of the spacer fuse together, as reflected in the name,
“spinal fusion surgery.” CAJA 108; CAJA 6507.

Respondent Sabatino Bianco, M.D., plaintiff in
the underlying case, is a neurosurgeon in Arlington,
Texas, who regularly performs spinal fusion surgery.
CAJA 6494-95; CAJA 6512-13. As a consumer of Globus
Medical’s products, Bianco was invited to visit Globus
Medical’s facilities for a promotional tour. During that
tour, Dr. Bianco mentioned that he had some ideas for a
new intervertebral spacer product that was continuously
expandable, He later submitted some sketches vaguely
communicating the basic concept of an expandable device
using a scissor jack mechanism. CAJA 91; CAJA 115, He
did not disclose a workable device or provide any concrete
details about how to make his idea a reality. CAJA T066;
CAJA 7070.

Globus Medical determined that Bianceo’s scissor jack
idea wag not worth pursuing, and instead directed its
development efforts onto other kinds of vertebral spacer
improvements. CAJA 6768, CAJA 6772-73. After many
years of research and development, with no reference
to Bianco’s sketches and no contribution from Bianco,
Globus Medical developed a functioning, expandable
intervertebral spacer that did not use a scissor jack, CAJA
7255; CAJA 7618-19; CAJA 7315; CAJA 6550; CAJA 6604-
05. Although the spacers that Globus Medical ultimately
marketed bore no resemblance to Bianeo’s sketches, they
accomplished some of the same goals that Bianco's spacer
idea seemed to suggest. CAJA 6596-98.



11. Procedural History

Bianco sued Globus Mediecal in the Eastern
Distriet of Texas. CAJA 204. He brought claims for
(1) misappropriation of trade secrets, (2) breach of contract,
(8) correction of inventorship of two of Globus Medical’s
patents relating to adjustable intervertebral spacers,
(4) unfair competition under Texas law, (5) common
law fraud, (6) unjust enrichment, (7) misappropriation
of confidential information, (8) disgorgement of profits,
(9) exemplary damages, and (10) injunctive relief. CAJA
1454-59. Bianco’s migappropriation of trade secret
theory was based on the allegation that Bianco’s sketches
“inspired” Globus Medical to develop its admittedly very
different products, CAJA 7070-71; 7065, and that Bianco
had “sparkied] the idea” behind the final products. CAJA
7079.

Judge Bryson from the Federal Circuit presided over
the case, sitting by designation in the district court. The
district court granted judgment as a matter of law in favor
of Globus Medical on Bianco’s claims for fraud, exemplary
damages, and unfair competition. CAJA 7228; CAJA 7949;
CAJA 7957. The court denied judgment as a matter of
law on Bianco’s trade secret claim. Bianco withdrew his
claim for misappropriation of confidential information.
CAJA 7237, The distriet court severed Bianco’s claims for
correction of inventorship, unjust enrichment, injunction,
and future damages. CAJA 24-25; CAJA 47, The breach
of contract and trade secret claims were submitted to the
Jury. CAJA 7957. The jury found Globus Mediecal liable on
Bianco’s claim for misappropriation of trade secrets but
not liable for breach of contract. CAJA 6410-11.
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(lobus Medical filed a Rule 50(b) motion for judgment
as a matter of law on Bianco’s trade secret claim. In
denying that motion, the district court characterized
Bianco’s trade secret as the “general idea,” “basie
concept,” “core concept,” and “fundamental concept” of
an adjustable intervertebral spacer. CAJA 112; CAJA
114; CAJA 124. According to the district court, Bianco’s
contribution was to provide “the motivation for Globus
to make an adjustable spacer” and to be “the motivating
factor behind Globusg’s decision to begin that project.”
CAJA 114; CAJA 115, Globus Medical insisted in its motion
that these kinds of mere ideas were not the subject of trade
secret protection under Texas law.

The district court disagreed—eciting no Texas
authority (or any judicial authority whatsoever)—and held
that ideas, “whether ‘mere’ or otherwise,” are eligible
for trade secret protection. CAJA 123. The district court
denied Globus Medical’s motion on that basis. CAJA 121-24,
That erroneous holding cited no authority, and is contrary
to every holding of every court in every jurisdiction to ever
consider the issue,! including Texas state courts whose

1. See Hudson Hotels Corp. v. Choice Hotels Int’l, 995 F.2d 1173
(2d Cir. 1993) (“the commonly accepted common law definition of &
trade secret ‘does not include a marketing coneept or new product
ided’ .. .”) (citing 2 R. Milgrim, Milgrim on Trade Secrets § 8.03,
at 8-31 (1992 & Supp. 1992)); Richier v. Westab, Inc., 529 F.2d 896,
900 (6th Cir. 1976) “([The] act of suggesting should not establish an
exclusive right to exploit the idea. . . . A concept is of little use until
golidified into a concrete application, , . . Thus the principle denying
iegal protection to abstract ideas has important sccial interests
behind it™); Walker v. University Books, Inc., 602 F.2d 859, 865 (9th
Cir. 1979); Riovdan v. H.J. Heinz Co., No. CIV.A. 08-1122, 2009 WL
2485958, at *17, *21 (W.D. Pa. Aug. 12, 2009); Johnson v. Benjamin
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law should govern this case. See Gonzales v. Zamora,
791 S.W.2d 258, 264 (Tex. App. 1990); Astro Technology,
Ine., v. Alliant Techsystems, Inc., 2005 U8, Dist. LEXIS
46248 at *21 (S.D. Tex. 2005) (citing Gonzales in holding
that the definition of a trade secret under Texas law does
not include “marketing concepts and new product ideas,
business possibilities or goals, and undeveloped ideas
and plans”); see also University Computing Co. v. Lykes-
Youngstown Corp., 504 F.2d 518 (5th Cir. 1974) (applying
Texas law in recognizing the dichotomy between trade
secret law and the “law of ideas.”).

The district court then fashioned, as a form of
equitable relief, ongoing royalties for misappropriation of
trade secret to be applied to all of Defendant’s products
“not colorably different” until 2022. CAJA 152-53. That
holding, which inexplicably borrowed concepts from
patent law, was similarly unfounded under Texas law and
cited no relevant authority. Indeed, there is no relevant
authority to cite because ongoing royalties have never
been recognized as a form of equitable relief under Texas
trade secret law. Gf. HydeCorp. v. Huffines, 814 SW.2d
768, T78-79 (Tex. 1958) (establishing that a Texas court can

Moore & Co., 788 A.2d 906 (N.J. Super. 2002) (“[TThe definition of
trade secret does not include a marketing concept or a new product
idea.... Misappropriation of ideas is a separate area of law from both
patent law and trade secret law.”); Daktronics, Inc. v. MeAfee, 599
N.W.2d 358 (8.D. 1999); Boylev. Stephens, Inc., No. 9TCIV.1351(SAS),
1997 WL 529008, at *5 (S.D.N.Y. Aug. 26, 1997); HDNET LLC v.
North American Boxing Council, 972 N.E.2d 920, 921, 924 (Ind.
Ct. App. 2012) (distinguishing trade secret misappropriation from
misappropriations that fall short of trade secret status, such as “idea
misappropriation”); BlueEarth Biofuels, LLCv. Howaiian Klee. Co.,
235 P.3d 310, 8319 (Haw. 2010); ¢f Thomas v. B.J. Reynolds Tobacco
Co., 38 A .2d 61, 63 (Pa. 1944),
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only award in equity an injunction limited to the amount
of time that it would have taken the defendant to obtain
the misappropriated information by permissible means,
in order to cure the “head start” advantage conferred by
the misappropriation); Bryan v. Kershow, 366 F.2d 497,
501 (5th Cir. 1966) (same).

The erroneous district court opinion was summarily
affirmed by a panel of the visiting judge’s peers on the
Federal Circuit. As a result, two major issues of Texas
law were decided entirely by judges of the Federal Cirenit
without any citation to or guidance from the Texas
judiciary.

Globus Medical filed a petition for rehearing
requesting that the Federal Circuit vacate its opinion
and certify to the Texas Supreme Court the two new
propositions of Texas law created by this case. See Tex.
R. App. P. 58.1; Cf Louisiana Power & Light Co. v. City
of Thibodaux, 360 U.S. 25, 28-29 (1959) (explaining why
a state court should be given an opportunity to interpret
that state’s law about which a federal court could make
only a “dubious and tentative forecast”). The Federal
Circuit summarily denied Globus Medical’s petition for
rehearing. Globus Medical now seeks Certiorari in this
Court to examine whether Globus Medical’s appeal should
have been heard by the Federal Circuit in the first place.
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REASONS FOR GRANTING THE PETITION

I. The Federal Circuit’s Jurisdiction Over Appeals
that Present No Issues of Patent Law Must be
Re-Evaluated and Corrected in Light of the ATA
Amendments to the Governing Jurisdictional
Statute.

Federal Courts have a continuing obligation to ensure
subject matter jurisdiction over actions before them,
including issues that the parties have disclaimed or have
not presented. See United States v. Cotton, 535 U.S.
625, 630 (2002). Subject-matter jurisdiction ean never be
waived or forfeited. Gonzales v. Thaler, 132 8. Ct. 641,
648 (2012); see also Fed. R. Civ. P. 12(l)(3). Jurisdictional
objections may be resurrected at any point in the litigation.
Gonzales, 132 S. Ct. at 648.

A, This Court’s Analysis in Christianson and all
of the Federal Circuit’s Prior Jurisdictional
Jurisprudence Breaks Down In the Wake of
the AIA.

The Federal Circuit has, for its entire history,
exercised jurisdiction over appeals that present no issues
arising under the patent laws, provided that the complaint
in the underlying district court action asserted a cause of
action arising under patent law. See, Bandag, Inc. v. Al
Bolser’s Tire Stores Inc., 750 F.2d 903, 908-09 (Fed. Cir.
1984); W.L. Gore & Assoc., Inc. v. Int’l Med. Prosthetics
Research Assoc., Inc., 745 F.2d 1463 (Fed. Cir. 1984);
Panduit Corp. v. All States Plastic Mfy. Co., 744 F.2d
1564, 1574 (Fed. Cir. 1984); In ve Int’l Medical Prosthetics
Research Assoc., Inc., 739 F.2d 618, 620 (Fed. Cir. 1984).
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The justification for the Federal Circuit’s exercise
of this jurisdiction rested entirely on the wording of the
statute defining the Federal Circuit’s jurisdiction, which
rooted the Federal Cireuit’s jurisdiction not on the cause
of action presented to the Federal Circuit, but on the
cause of action on which the district court’s jurisdiction
was based. See Christianson v. Colt Indus., 486 U.S.
800, 813 (1988). In Christianson, the Supreme Court
explained that 28 U.S.C. § 1295(a)(1) grants the Federal
Circuit exclusive jurisdiction over an appeal from a final
decision of a federal district court “if the jurisdiction of
that court was based, in whole or in part, on” 28 U.S8.C.
§ 1338. Id. (emphases added). Section 1338(a), in turn,
grants the district courts original jurisdiction of any
civil action “arising under” any federal statute relating
to patents. Id. at 814. This Court reasoned that “[slince
the latter courts’ jurisdiction is determined by reference
to the well-pleaded complaint, not the well-iried case, the
referent for the Federal Circuit’s jurisdiction must be the
same.” Id.

Even within the now-superseded jurisdietional
analysis of Christianson, however, there were limits on
how far removed a district eourt decision could be from
the patent laws and still invoke the appellate jurisdiction
of the Federal Circuit. For instance, the Federal Circuit
held that it lacked jurisdiction over an appeal where the
patent claims in a multi-claim suit had been voluntarily
dismissed without prejudice prior to final judgment.
Gronholz v. Sears, Roebuck & Co., 836 F.2d 515 (Fed.
Cir, 1987); see also Holmes Grp., Inc. v. Vornado Ay
Circulation Sys., Inc., 535 U.S. 826 (2002) (Stevens, J.,
Concurring) (“if the only patent count in a multi-count
complaint was voluntarily dismissed in advance of trial,



15

it would seem. . .. clear that the appeal should be taken to
the appropriate regional court of appeals rather than to
the Federal Circuit.”).

Furthermore, in Nilssen v. Motorola, Inc., 208 F.3d
782 (Fed. Cir. 2000), the Federal Circuit held that it was
divested of jurisdiction where the patent claims pled
in the district court were dismissed (over the patent
owner’s opposition) without prejudice under Rule 41(b).
The Federal Circuit found that the dismissal (albeit not
voluntary as were the cases in Gronholz and Holmes
Group) divested it of jurisdiction because the district
court’s jurisdiction over the remaining non-patent elaims
ceased to be based on § 1338. Id. Additionally, the Federal
Cirecuit found that “immaterial, inferential, and frivolous”
allegations of patent questions would not create appellate
Jurisdiction, again because they would not be sufficient
to confer jurisdiction in the district court under § 1338.
Schwarzkopf Development Corp. v. Ti-Coating, Inc., 800
F.2d 240, 244 (Fed. Cir. 1986).

Petitioner is not challenging any of this historical
analysis, or the merits of the Court’s reasoning in
Christianson, as applied to the version of the jurisdictional
statute then in effect. That analysis, however, no longer
applies. Because § 1295(a)(1) as amended no longer
references the distriet court’s basis for jurisdiction, “the
referent for the Federal Circuit’s jurisdietion” is no longer
the well-pleaded complaint filed in the district court.2486
U.S. at 814. Christionson and its reasoning have been

2. 28U.8.C. § 1295(a)(2) still bases Federal Cireuit jurisdietion
over certain tax cases on the jurisdiction of the lower court (§ 1346),
further highlighting the change with respect to 1296(2)(1).
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superseded by statute. This Court should grant certiorari
and reexamine the Christianson analysis in the context
of the new jurisdictional scope of § 1295(a)(1).

B. The Federal Circuit’s Jurisdiction is Now Tied
Directly to Patent Law, and Not to the District
Court’s Jurisdiction

Under the version of § 1295(a)(1) that governs this
case, the Federal Circuit’s appellate jurisdiction has
its own subject matter requirement tied to patent law.?
The jurisdictional statute now limits Federal Circuit
jurisdiction to final decisions of district courts, in civil
actions “arising under”—present progressive tense—the
patent laws. The grammatical structure of the statute
thus connects the subject matter inquiry to the issues
presently presented on appeal, rather than econnecting the
inquiry to whether the district court’s jurisdiction “was
based on”—past tense—the patent laws, as the pre-ATA
langnage provided.

The meaning of “arising under” was determined by
this Court in Gunn v. Minton, 133 S5.Ct. 1059 (2018). An
action “aris[es] under” federal law: (A) where “federal law
creates the cause of action asserted,” or (B) in a “special
and small category of cases” in which federal law does not
directly create the cause of action asserted, but “a federal
issue is: (1) necessarily raised, (2) actually disputed,
(8) substantial, and (4) capable of resolution in federal court

8. The ATA applies to all civil actions commenced on or after
September 186, 2011, including the present action, which was filed in
the district court on March 20, 2012. See ATA § 19(g), 125 Stat. at 3383;
Waawrzynskiv. H.J. Heinz Co., 728 F.3d 1874, 1378 (Fed. Cir. 2013).
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without disrupting the federal-state balance approved by
Congress.” Gunn, 133 S.Ct. at 1064-65.

The Gunn test applies equally to 28 U.S.C. § 1331 and
28 U.S.C. § 1338(a). See Gunn, 133 S.Ct. at 1064; Forrester
Erwironmental Serv., Inc. v. Wheelabrator Technologies,
Inc., 715 ¥.3d 1329, 1333 n. 2 (Fed.Cir.2013); see also
Jang v. Boston Sci. Grp., 767 F.3d 1384, 1337-38 (Fed.
Cir. 2014) (state law contract dispute regarding royalties
under patent license met the Gunn test because analysis
required determination of infringement and validity of
underlying patents); Krauser v. BioHorizons, Inc., 753
F.3d 1263, 1268-70 (Fed. Cir, 2014) (state law claim for
ownership over a dental implant system did not meet
Gunmn test).

As such, a civil action is one “arising under” an “Act of
Congress relating to patents” where (A) patent law creates
the cause of action asserted, or (B) where a substantive
patent law issue is: (1) necessarily raised, (2) actually
disputed, (3) substantial, and (4) capable of resolution in
the Federal Circuit without disrupting the patent/non-
patent jurisdictional balance approved by Congress. At the
district court, the cause of action asserted is determined
by the well-pleaded complaint rule. See Franchise Tax
Board of California v. Construction Loborers Vacation
Trust, 463 U.S. 1, 27-28 (1983). At the appellate court,
the cause of action asserted is determined by the issues
presented on appeal.

The Federal Cireuit’s new arising-under jurisdietion
thus limits the Federal Circuit to hearing appeals
presenting causes of action under the patent laws, as
determined at the time the Federal Cirenit’s jurisdiction
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is invoked—the filing of the appeal. See Predator, 793
F.8d at 1186-8T; see also Grupo Datafluz, 541 U.S. at 570
(“the jurisdietion of the court depends upon the state of
things at the time of the action brought”) Rockwell, 549
U.S. at. 473 (“The state of things and the originally alleged
state of things are not synonymous”). The new arising-
under requirement thus takes the jurisdictional inquiry
out of the well-pleaded complaint framework employed
by Christianson, and into some version of the well-tried
case framework that Christianson alluded to but found
foreclosed by the pre-ATA cross-reference to § 1838. Cf.
486 U.S. at 814.

No other interpretation of the present language of
§ 1295(a)(1) gives any effect to the changes imposed by the
ATA. The district court’s arising-under jurisdietion is still
determined solely by § 18338. If the Federal Circuit retains
jurigdiction over appeals that present no patent law issue,
simply beeause the district court’s jurisdiction was based
on a count in the complaint arising under the patent laws,
then the scope of the Federal Circuit’s jurisdiction is no
different than when it was rooted directly in § 1338. Such
an interpretation would thwart Congress’s efforts in
amending the jurisdictional statute, and defy the language
of 1295(a)(1) that limits Federal Circuit review to causes of
action arising under Acts of Congress relating to patents.

The jurisdiction of the Federal Circuit has changed.
About that there ecan be no dispute. There is currently no
guidance from this Court, however, as to how that change
actually impacts which appeals go to the Federal Circuit
and which go to the regional circuits. This Court should
grant certiorari to examine the effects of Congress’s
efforts codified in the AIA on the Federal Circuit’s subject
matter jurisdictional analysis.
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II. This Court Should Resolve the Impact of the AIA’
New Limitation on Federal Circuit Jurisdietion in
View of the Purpose of the Federal Circuit and the
Legislative History of the AIA.

Limiting the Federal Circuit’s jurisdiction to appeals
that present issues relating to patent laws makes sense
in light of the purpose for which the Federal Circuit was
created, and the econcerns that Congress had at the time of
its ereation. This Court should grant certiorari to address
the impact of the ATA amendments to § 1295(2)(1) against
the backdrop of Congress’s clear efforts to effect a change
in Federal Circuit jurisdiction,

The Federal Courts Improvement Act of 1982 created
the Federal Circuit as a central forum for resolving all
patent disputes. Pub. L. No. 97-164, 96 Stat. 25 (1982). In
passing the act, Congress expressed concerns including
forum shopping in non-patent issues, and appropriation
by the Federal Circuit of areas of law not assigned to it.
3. Rep. No. 275, 97th Cong., 1st Sess. 5, reprinted in 1982
U.S. Code Cong. & Ad. News 11, 15 (hereinafter “Senate
Report”). For instance, the Senate Report provides:

The Committee is concerned that the exclusive
jurisdiction over patent claims of the new
Federal Circuit not be manipulated. This
measure is intended to alleviate the serious
problem of forums [sic] shopping among the
regional courts of appeals on patent claims by
investing exclusive jurisdiction in one court
of appeals. It is not intended to create forum
shopping opportunities between the Federal
Circuit and the regional courts of appeals on
other claims.
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Senate Report at 19-20, 1982 U.S. Code Cong. & Ad. News
at 29-30. Further comments read:

... The Committee intends for the jurisdictional
language to be construed in accordance with the
objectives of the Act and these concerns. If, for
example, a patent claim is manipulatively joined
to an antitrust action but severed or dismissed
before final decision of the antitrust elaim,
jurisdiction over the appeal of the antitrust
claim should not be changed by this Act but
should rest with the regional court of appeals.

Id. at 20, 1982 U.S. Code Cong. & Ad. News at 30.

Limiting Federal Cireuit jurisdiction to appeals that
require resolution of patent law issues also makes sense
in light of the legislative history leading up to the ATA.
For instance, several earlier drafts of the AIA included
an amendment providing:

When a case is appealed to the Court of Appeals
for the Federal Cireuit under section 1295()(1),
and no claim for relief arising under any Act of
Congress relating to patents or plant variety
protection is the subject of the appeal by any
party, the Court of Appeals for the Federal
Cirenit shall transfer the appeal to the court of
appeals for the regional cireuit embracing the
district from which the appeal has been taken.

H. R. 2955, 109t Cong. 2d Sess. Sec. 5 (2006). Despite
apparent support for the amendment in principle, this
language was not incorporated into the final law that
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became the ATA. Instead, the dependence of the Federal
Circuit’s appellate jurisdiction on the district eourt’s
Jurisdiction under § 1338 was removed, and the limitation
of the Federal Circuit’s jurisdiction to causes of action
arising under the patent laws was inserted. See H.R. Rep.
112-98, 112* Cong. 1** Sess. (2011). There is no legislative
commentary clarifying whether these changes to § 1295(a)
(1) were intended encompass the effects of the proposed
transfer provision, or if the transfer provision was not
adopted for any reason other than its apparent redundancy
with the amendments to § 1295(2)(1).

The Senate Report commenting on the creation of the
Federal Circuit, viewed alongside the legislative history
of the ATA, makes clear that the purpose of the Federal
Circuit’s appellate jurisdiction over patent-related
issues was to create a single appellate forum for patent
disputes. An appeal that raises no patent law causes
of action, nor requires the resolution of any patent law
issues in any other capacity, does not satisfy the purpose
for which the Federal Circuit was created. That purpose
is more clearly served by the ATA amendments to the
Jurisdictional statute. The Court should grant certiorari
to examine the amended jurisdietional statute and to give
the amendments the effect that Congress intended them
to have.

HI. The Present Case Demonstrates Exactly Why the
Federal Circuit’s Exercise of Appellate Jurisdiction
Over Civil Actions That Present No Issues Arising
Under the Patent Laws Needs to be Revisited
Following the AIA.

The Federal Circuit’s incorreet and disinterested
treatment of Texas trade secret law in this case
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demonstrates the problem that Congress sought to avoid in
amending the Federal Cireuit’s jurisdictional statute. This
Court should grant certiorari to examine how Congress’s
new limitations on Federal Circuit jurisdietion square
with the purpose of the Federal Circuit and the legislative
history of the ATA, in the context of the entirely state law
claims presented by this case.

The holdings of the distriet court in this case were
a first in Texas jurisprudence. The distriet court’s trade
secret misappropriation holding ran contrary to the great
weight of relevant authority, and the royalty award was
based on patent law coneepts that had never been adopted
in the trade secret context in Texas. Although those errors
are not the errors that are presented to this Court as the
basis for Certiorari, they nonetheless provide reasons for
the Court to grant the petition, because they illustrate
the kinds of errors that Congress anticipated and sought
to avoid when crafting the scope of the Federal Cireuit’s
subject matter jurisdiction.

These errors of Texas law occurred against a
backdrop of a judge of Court of Appeals for the Federal
Circuit sitting by designation in the Eastern District of
Texas, and the Federal Circuit’s subsequent summary
affirmance of those holdings. The lack of familiarity of
the Federal Circuit in state trade secret laws, as well
as the risk of Federal Circuit judges inappropriately
applying patent law concepts to non-patent issues, are
two pitfalls of Federal Circuit review that would have
been rectified had this case been properly transferred to
the Fifth Circuit. As discussed above, these pitfalls are
the very kinds of concerns to which Congress spoke when
creating the Federal Cirecuit, and which were addressed
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inthe ATA amendments to the Federal Cirenit’s appellate
jurisdiction.

The Fifth Cireunit Court of Appeals has extensive
familiarity with Texas trade secret law, including the
differences between concrete trade secrets and the
traditional “law of ideas.” Seg, e.g., University Computing,
504 F.2d at 588. The Fifth Circuit also presumably has
a greater interest than the Federal Cireuit in correctly
applying and protecting the integrity of Texas law, as
indicated by congressional concerns about allowing the
Federal Circuit to decide non-patent issues that otherwise
belong before the regional circuits. This case directly
emhodies those concerns, both in the Federal Cirecuit’s
apparent disinterest in preserving Texas trade secret
law, and its apparent approval of the inappropriate use
of patent law prineiples in fashioning an equitable trade
secret damages award contrary to Texas precedent.

Even a cursory review of the extensive briefing to the
Federal Cireuit in this case confirms that not only was
the appeal meritorious, but it presented two substantial
questions of law that were, at the very least, issues of first
impression under Texas law.* Because the district court

4. That a judgment has been summarily affirmed does not
imply that the appeal was without merit, or that it did not present
important precedent-setting legal questions. See Dye v. Hofbauer,
546 U.8. 1, 3 (2005) (ruling that the failure of a court’s decision to
diseuss an argument does not by itself establish that the argument
was not properly raised or that it was without merit); see, e.g.,
Beer v. United States, 131 S. Ct. 2865, 2865-66 (2011) (vacating
a IFederal Circnit summary affirmance and remanding the case
for consideration of the question presented, rejecting the Federal
Cireuit’s per curiam implication that an answer to the question was
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opinion failed to cite any Texas authority for either issue
on appeal, the Federal Circuit’s summary affirmance
resulted in two substantial questions of Texas law being
decided at both the trial and appellate level without any
citation to or guidance from the Texas judiciary.

That outcome ig contrary to this Court’s holdings in
Klaxon Co. v. Stentor Electric Manufocturing Co., 313
U.S. 487, 496-97 (1941), and Hanna v. Plumer, 380 U.S.
460, 465 (1965), which direct federal courts to decide
state questions in aceordance with state law. Both issues
presented in this appeal were pure issues of law that
should have been reviewed de novo, see Riverwood Int’l
Corp. v. R.A. Jones & Co., Inc., 324 F.3d 1346, 1352 (Fed.
Cir. 2003), making the summary nature of the Federal
Cirenit’s affirmance particularly difficult to square with
a district court opinion that is indisputably untethered
from—and most likely in direct contravention of—Texas
law.

Because the Fifth Circuit Court of Appeals has more
familiarity with Texas trade secret law than the Federal
Circuit, and a greater interest in correctly applying

unnecessary); Apotex, Inc. v. Pfizer, Inc., 547 U.5. 1126, 2006 U.S.
LEXIS 3930 (Mem) (2006) (ordering Solicitor General to present
the opinion of the United States on the merits whether to grant
certiorari from a Federal Circuit per curiam affirmance per Rule 36);
Holmes Group, Inc. v. Vornado Air Circulation Systems, Inc., 585
U.S. 828, 829 (2002) (reversing a non-precedential per curiam order
summarily vacating and remanding a trial eourt decision); Hobbie
v Unemployment Appeals Commission of Floride, 480 U.S. 136,
139 n.4 (1987) (reversing Florida 5th DCA’s per curiam affirmance-
without-opinion); Gideon v. Wainwright, 372 U.S. 335, 336 (1963)
{reversing a one-word per curiam habeus denial).
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and protecting the integrity of Texas law, it is the more
appropriate forum for this appeal. This case thus perfectly
illustrates the policy reasons behind ensuring that causes
of action on appeal that do not relate to patent law are
properly transferred to the appropriate regional cireuit,
rather than being decided by the Federal Circuit. Those
policy eoncerns formed the basis of the ATA amendments
to the Federal Cireuit’s jurisdictional statute, and should
inform this Court’s interpretation of those new limitations
on Federal Cireuit arising-under jurisdietion.

CONCLUSION
The petition for writ of certiorari should be granted.

Respectfully submitted,

RoBerT M. PALUMBOS TrOMAS W. SANKEY
Duane Morris LLP Counsel of Record
30 S. 17th Street Duane Morris LLP
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(215) 979-1111 Houston, TX 77056
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Krigmina Cacerano KeLry tsankey@duanemorris.com
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APPENDIX A —JUDGMENT OF THE UNITED

STATES COURT OF APPEALS FOR THE
FEDERAL CIRCUIT, FILED OCTOBER 19, 2015

UNITED STATES COURT OF APPEALS
FOR THE FEDERAL CIRCUIT

2015-1193
SABATINO BIANCO, M.D.,
Plaintiff-Appellee,
V.
GLOBUS MEDICAL, INC.,,
Defendant-Appellant.
October 19, 2015, Filed
Appeal from the United States District Court for the
Eastern District of Texas in No. 2:12-¢v-00147-WCB,
Circuit Judge William C. Bryson.
LOURIE, DYK, and HUGHES, Circuit Judges.
JUDGMENT
PER CURIAM

THIS CAUSE having been heard and considered, it
is ORDERED and ADJUDGED:

AFFIRMED. See Fed. Cir. R. 36.
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APPENDIX B — MEMORANDUM OPINION AND
ORDER OF THE UNITED STATES DISTRICT
COURT FOR THE EASTERN DISTRICT OF
TEXAS, MARSHALL DIVISION, FILED
OCTOBER 27, 2014

UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS,
MARSHALL DIVISION

Case No. 2:12-CV-00147-WCB

SABATINO BIANCO, M.D.,
Plaintiff,

V.

GLOBUS MEDICAL, INC,,

Defendant.
October 27, 2014, Decided; October 27, 2014, Filed

WILLIAM C. BRYSON, UNITED STATES CIRCUIT
JUDGE.

MEMORANDUM OPINION AND ORDER

I. Background

Globus Medical, Ine., the defendant in this case,
manufactures and sells medical devices, including spinal
implants that surgeons use to perform spinal fusion
surgery. Spinal fugion is a type of surgery that is often
performed on patients with degenerative disc disease,
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which causes the space between two adjacent vertebrae
in the spine to become compressed. In patients with that
condition, the relatively soft dise material between the bony
vertebrae of the spine can bulge out or rupture, pinching
the nerves that extend from the spinal column and causing
significant pain. The goal of spinal fusion surgery is to
remove the compressed dise material, restore the distance
between the two vertebrae, and cause new bone material
to grow between the vertebrae so that they ultimately
form one fused vertebral bone. To accomplish that goal,
surgeons remove the compromised disc material and place
small implants, sometimes referred to as “spacers” or
“interbody spacers,” between the two adjacent vertebrae
where the removed disc material used to be. The spacers
remain in the patient’s body to maintain the separation
between the two adjacent vertebrae while the new bone
grows and ultimately fuses the two vertebrae together.

Prior to the commerecialization of the Globus products
at issue in this case, most of the spinal implants available
for fusion surgeries were of fixed sizes. A surgeon using
that type of implant would have to select the appropriate
size for a particular patient and then force the spacer into
the space between the adjacent vertebrae. That procedure
required the surgeon to apply consgiderable force to
“wedge” or “hammer” the spacer between two adjacent
vertebrae in order to obtain the desired separation.
One type of spacer that predated the Globus products
(the Spine Wave StaXx XD) was expandable, but it was
only expandable in discrete increments and could not be
reduced in height once it was expanded.
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The products at issue in this case are three devices
produced by Globus that are implanted in patients during
fusion surgery: Globus’s Caliber, Caliber-L, and Rise
products (collectively, the “Caliber and Rise products”).
The Caliber and Rise products are continuously adjustable
and reversible interbody spacers. Because they are
continuously adjustable, a surgeon can insert the spacer
between two vertebrae while the spacer is at its minimum
height and then expand the spacer to the precise height
required for a particular patient when the spacer is in the
appropriate position. Likewise, the surgeon can alter the
initial positioning of the spacer during surgery by simply
reducing the height of the spacer, moving it to a new
position, and re-extending it to the required height. As a
result, the patient is subject toless trauma during surgery
than with a nonadjustable (or nonreversible) spacer, and
successful fusion is more likely in view of the customized fit
of the implant. The Caliber and Rise line of products have
been a commercial success for Globus. In addition, Globus
hag obtained patents that cover adjustable interbody
spacers similar in degign to the Caliber, Caliber-L, and
Rise products.

The plaintiff in this case, Dr. Sabatino Bianco, filed
this suit against Globus alleging, among other claims,
that by developing and eommercializing the Caliber and
Rise products, Globus misappropriated trade secrets he
had disclosed in confidence to Globus. The case was tried
to a jury between January 13 and January 17, 2014. At
the conclusion of the trial, the jury returned a verdict
finding Globus liable for trade secret misappropriation,
but not liable for breach of contract. The jury awarded
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Dr. Bianco $4,295,760 in damages for past trade secret
misappropriation, which was five percent of the profits
that Globus earned on the products up to the original trial
date, as calculated by Globus’s expert.!

After trial, the Court denied Dr. Bianco’s request for
a permanent injunetion. However, following the procedure
approved by the Federal Circuit in Paice v. Toyota Motor
Corp., 504 F.3d 1293, 1313-16 (Fed. Cir. 2007), the Court
granted Dr. Bianco’s request that the Court consider
directing Globus to pay an ongoing royalty on the Caliber,
Caliber-L, and Rise products in lieu of an injunction. Dkt.
No. 269. The Court held an evidentiary hearing on the
ongoing royalty issue and ultimately awarded Dr. Bianeo
a royalty of five percent of net sales—consistent with the
rate awarded by the jury for past damages—on future
sales of the Caliber, Caliber-L, and Rise products for a
maximum period of 15 years from July 1, 2007. Dkt. No.
311. The Court entered final judgment in the case on July
17, 2014. Dkt. No. 315.

Globus now moves for judgment as a matter of law on
the issue of trade secret misappropriation under Federal
Rule of Civil Procedure 50(b). Globus asserts that Dr.
Bianco’s evidence wag insufficient to establish trade

1. The two damages experts expressed their conclusions
regarding damages in terms of what Globus referred to as “net
gales.” The net sales of a produet iz Globus’s way of ealculating
profits on the product. Globus used net sales to calculate royalty
payments that it made to surgeons who were members of its
product design teams. As used here, the term “profits” will refer to
net sales, as determined by Globus in caleulating royalty payments.
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secret misappropriation. In support of that assertion,
Globus makes three arguments. First, Globus asserts
that the ideas depicted in the drawings that Dr. Bianco
provided to Globug were not trade secrets. Second, even
if Dr. Bianeco’s ideas for an adjustable interbody spacer
constituted trade secrets, Globus denies that it acquired
those trade secrets through improper means or through
the breach of a confidential relationship. Finally, Globus
asserts that even if Dr. Bianco’s ideas constituted trade
secrets and Globus obtained them improperly, the evidence
was insufficient to prove that Globus made any use of those
trade secrets, as required to support a claim of trade
secret misappropriation.

(Globus has also challenged the damages award,
arguing that the Court should reduce the amount of the
jury’s award of past damages or order a new trial on the
issue of damages. On the issue of past damages, Globus
argues that the evidence does not support the royalty rate
used by the jury and that the jury should have apportioned
the royalty base according to Dr. Bianco’s contributions
to the Caliber and Rise products, rather than using as the
royalty base the profits made on the Caliber and Rise line
of products as a whole. In addition, Globus has moved to
amend the judgment to omit the award of future royalties
to Dr. Bianco on the ground that Texas trade secret law
does not permit the award of future royalties in a case
such as this one.
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II. The Evidence

A. Dr. Bianco’s Ideas as Trade Secrets

Dr. Bianco testified at trial that the concept of an
adjustable interbody spacer with certain features that
could be used in fusion surgeries was his idea. He claimed
that he submitted that idea to Globus in confidence before
Globus initiated its efforts to develop the Caliber and Rise
line of products. Aceording to Dr. Bianco, that idea and
its components constituted trade secrets, which Globus
misappropriated by developing and commercializing the
Caliber and Rise line of adjustable interbody spacers for
fusion surgeries.

The evidence at trial, viewed most favorably to Dr,
Bianco, showed that in early 2007, Globus invited Dr.
Bianco to its headquarters in the Philadelphia area for a
“VIP trip” to meet Globus’s executives and learn about
the company’s new ideas. 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 Tr. 70-71. At that time, Globus 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. Bianco
the protocol for physicians to submit new ideas to the
company. Id. at 75, Globus had him sign a non-disclosure
agreement that prohibited him from disclosing any of
Globus’s ideas and prohibited Globus from disclosing any
of his ideas without his input. fd. at 71-72.
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Dr. Bianco testified that after the VIP meeting, he told
Glebus area director (and later regional vice-president)
Gregg Harris about an idea he had for a new product.
Harris responded that if Dr. Bianco had drawings of his
new idea, he should have them notarized to protect both
Dr. Bianco and Globus, “so we make sure we don’t have
problems afterwards.” 1/13/14 PM Tr. 75, 85. Another
Globus representative made a similar request by email
that Dr. Bianco notarize his drawings. Id. at 85. After
notarizing the drawings that depicted his ideas, Dr. Bianco
met with Mr. Harris to explain his ideas and give him the
drawings. Id. at T5-78.

The set of drawings that Dr. Bianco gave to Globus
was entitled “Adjustable Interbody Spacer.” 1/13/14 PM
Tr. 78. The drawings depicted a spacer element connected
to along shaft with a dial on the end of the shaft opposite
the spacer element. Along with a few other features, the
drawings depicted the spacer element with a “scissor-jack”
mechanism for increasing or decreasing the height of the
spacer in the range of 6 to 14 millimeters. PX33; 1/15/14
PM Tr. 78-81. A scissor jack is a mechanism frequently
used in automobile jacks. In its simplest form, a scissor
jack consists of two metal arms that are rotatably attached
at the centerpoint 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 from
a fully open to a fully closed position), the rotation of the
arms will cause an increase in the distance between two
plates that are attached to the ends of the arms.
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Dr. Bianeo contends that his trade secrets are not
limited to the particular scissor-jack design of the
adjustable interbody spacer depicted in his drawings.
Instead, he contends that his trade seerets included the
general idea for a continuously expandable, reversible
spacer for fusion surgeries that could be inserted between
two vertebrae at a minimum height and then expanded
to the precise height required for the particular patient.

Dr. Bianeco testified that he met with Mr. Harris of
Globus for at least an hour to discuss his idea for the
adjustable interbody spacer. He gave Mr. Harris his
drawings at that time. 1/13/14 PM Tr. 85-86. According
to Dr. Bianco, Mr. Harris said he would present the
drawings to a committee at Globus known as the “new
products committee,” which met monthly, and that a
decision regarding the new idea would take two to four
months. Mr. Harris added that as soon as the committee
made a decision, he would let Dr. Bianco know, and that
if the company decided to use his idea, Dr. Bianco would
be compensated in an amount that would be “standard
for a doctor presenting a new idea.” Id. at 86, 89, 255. Mr.
Harris asked Dr. Bianco to fill out a Globus “new idea
submission form” to submit his proposal. A few days later,
another Globus representative sent Dr. Bianco an email
confirming that Mr. Harris had conveyed Dr. Bianco’s
“New Idea Submission Forms” and adding that “Globus
Product Development engineers will review the ideas and
sketches.” PX33.

Dr. Bianco testified that before his meeting with
Mr. Harris, he took steps to ensure the secrecy of his
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ideas and thereby preserve their status as trade secrets.
In particular, he testified that before meeting with Mr.
Harris he kept his drawings in a safe in his office. 1/13/14
PM 'Tr. 84.

Over the next two and a half years, Dr. Bianco asked
Mr. Harris on multiple oceasions about whether Globus
had made a decision regarding the development of his idea.
1/13/14 PM Tr. 89-90. Each time, Mr. Harris told him that
it was a complex project, that the company had to consider
resources and potential return on investment, and that
the company needed more time before letting Dr. Bianco
know whether it was interested in his proposal. /d. at 90.

In the fall or winter of 2009-2010, according to Dr.
Bianco, Mr. Harris returned Dr. Bianco’s drawings to him.
Mr. Harris told Dr. Bianco at that time that Globus was
“not interested in this technology.” 1/18/14 PM Tr. 89-90,
93-95; 1/14/14 AM Tr. 98-99. Although Dr. Bianco visited
Globus’s headquarters on several occasions between 2007
and 2010, and had provided input to Globus on other types
of medical implants during that period, Globus did not
advise Dr. Bianco that it was working on the Caliber and
Rise line of products or that it had filed a patent application
for an adjustable interbody spacer. Id. at 95-96.

In early 2011, Globus began marketing its Caliber
product. Dr. Bianco learned about the Caliber deviee for
the first time when a Globus representative showed him
a sample of the Caliber spacer and tried to sell it to him.
1/13/14 PM Tr. 103. When he saw the Caliber spacer,
Dr. Bianco was upset, as he believed the Caliber device
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embodied the basic concept and significant elements that
were derived from his drawings. Id. at 103-04; 1/14/14
AM Tr. 100. Dr. Bianco confronted Mr. Harris regarding
the Caliber device. 1/13/14 PM Tr. 107-10, Dr. Bianco
reminded Mr. Harris that he had said the company was
not interested in this technology, and he added, “I had no
clue that you guys were doing this, and what’s going on?”
Id. at 111. Mr. Harris responded that he was sorry and
that “Thle understood that [Dr. Bianco] had intellectual
property in this implant and that the company would make
it right.” Id.

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

Dr. Bianeo’s theory of how Globus used his trade
secrets is essentially that he provided the motivation for
(Globus to make an adjustable interbody spacer as well as
the core concepts underlying the design of such a device.
In particular, Dr. Bianco asserts that he was the source
of the idea to make an adjustable interbody spacer that
would be continuously expandable and reversible within
a range of distraction heights, that his ideas prompted
Globus to pursue the detailed design and development
work to bring such a product to fruition, that his design
facilitated Globus’s development work, and that the final
products marketed by Globus contained many of the
features of the trade secrets that Dr. Bianco had diselosed
in confidence to Globus.

The evidence at trial showed that, shortly after
receiving Dr. Bianeo’s drawings, Globus circulated them
to several Globus executives responsible for product
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development and fabrication. Within a few months of
receiving Dr. Bianco’s drawings, Globus started its first-
ever project to design and manufacture an adjustable
interbody spacer. In October 2007, Globus executive Bill
Rhoda assigned engineer Ed Dwyer the task of coming up
with concepts for a way to expand an implant. 1/16/14 AM
Tr. 153. The natural inference from the timing of those
events, Dr. Bianco argues, is that the submission of his
ideas to Globus was the motivating factor behind Globus’s
decision to begin that project, which ultimately led to the
Caliber program that was started in early 2009. The fact
that the designs that ultimately emerged from Globus’s
efforts were more fully developed and were significantly
different from the relatively crude drawings made by Dr.
Bianco is of no import, according to Dr. Bianco, because
the Caliber and Rise products still embodied hisidea for an
adjustable interbody spacer for nse in fusion surgeries and
contained many of the features depieted in 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 drawings
accelerated the product development process by indirectly
providing the basiec concepts of an adjustable interbody
spacer to the engineers responsible for the designs
of the Caliber and Rise products. Two of the Globus
senior executives who saw Dr. Bianco’s drawings after
he submitted them—Andy Lee and Bill Rhoda—met in
2007 to discuss what to do with Dr. Bianeo’s proposals.
During that meeting, Mr. Lee came up with a ramp-based
concept as a potential way to implement Dr. Bianco’s ideas
and sketched a simple version of that concept on the back
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of the sheet of paper containing Dr. Bianco’s drawings.
1/14/14 AM Tr. 36-57; PX37. Globus built a prototype of
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 move laterally with respect
to one another. Rotation of an actuator drives one of the
ramps forward against the other. The forward motion of
the ramp drives the top plate of the implant up and the
bottom plate down, increasing the height of the implant.
The height of the implant can be reduced by rotating the
actuator in the opposite direction.

Chad Glerum, the engineer who ultimately designed
Caliber and Caliber-L, was assigned to the Caliber project
in early 2009. Mr. Rhoda discussed the Caliber project
with Mr. Glerum soon after Mr. Glerum was assigned to
the project. Based on Mr. Rhoda’s previous discussion of
Dr. Bianco’s drawings with Mr. Lee, Dr. Bianco asserts
that his drawings contributed to accelerating Mr. Glerum’s
design and development efforts on the Caliber project.
Dr. Bianeo traces a similar path from his drawings to the
design 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 argued that if the jury should find
that Globus had misappropriated his trade secrets, the
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remedy should be disgorgement of all of Globus’s profits on
the Caliber, Caliber-L, and Rise products. Alternatively,
Dr. Bianco agked the jury to award him a royalty of
between five and six percent of the profits it earned on
those products, by awarding him that percentage share
of the net sales of those products, as defined in various
royalty agreements that Globus entered into with
surgeons who worked on Globus design teams. 1/15/14
AM Tr. 46; 1/17/14 AM Tr. 202. Dr. Bianco argued that a
royalty in the range of five to six percent of the net sales of
the Caliber and Rise line of products was consistent with
the royalty rates that Globus paid in other settings when
it purchased an entire product or product line.

The evidence showed that Globus typically assembles
design teams of surgeons to test and comment on produect
designs that Globus is developing. Globus ordinarily pays
aroyalty of one-half of one percent of the net sales of each
product to each surgeon-member of those design teams,
although some surgeons have received twice that amount
or more. Dr. Bianco contended that his contribution of
an idea for an entirely new product was much greater
than the minor contributions and feedback normally
provided by the design-team surgeons and therefore
warranted a much higher royalty rate. He argued that
his contributions were at least equivalent to the sum total
of all of the contributions provided by the Caliber design
team surgeons and that the royalty rate to which he was
entitled was therefore at least on par with the sum-total
of the royalty rates paid to all the surgeons on the Caliber
design team, which was four percent of net sales.
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I11. Diseussion
A. Legal Standards Applicable to Post-Trial Motions

Judgment as a matter of law under Rule 50(b) is
appropriate 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. Reg’l Physician
Servs. Inc., 247 F.3d 229, 235 (5th Cir. 2001). The Court
is required to “consider all of the evidence, drawing
all reasonable inferences and resolving all eredibility
determinations in the light most favorable to the non-
moving party.” Id.

A new trial may be granted in cases in which the
district eourt “finds the verdict is against the weight of
the evidence, the damages awarded are excessive, the
trial was unfair, or prejudicial error was committed in
its course.” Smith v. Transworld Drilling Co., 778 F.2d
610, 612-13 (5th Cir. 1985). However, “[a] motion for a new
trial should not be granted unless the verdiet is against
the great weight of the evidence, not merely against the
preponderance of the evidence.” Daklen v. Gulf Crews,
Inc., 281 F.3d 487, 497 (bth Cir. 2002); see also Laxton v.
Gap Inc., 338 F.3d 572, 586 (bth Cir. 2003) (“A new trial
is warranted if the evidence is against the great, and not
merely the greater weight of the evidence.”). In passing on
a motion for a new trial, the trial court “need not take the
view of the evidence most favorable to the verdict winner,
but may weigh the evidence.” Shows v. Jomison Bedding,
Inc., 671 F.2d 927, 930 (5th Cir. 1982); see Whitehead .
Food Mazx of Miss., Inc., 163 F.3d 265, 270 n.2 (5th Cir.
1998).
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A court will not reduce a damages award “unless the
award ‘clearly exceeds that amount that any reasonable
man could feel the claimant is entitled to.* Wackman
2. Rubsamen, 602 F.3d 391, 404-05 (bth Cir. 2010). “To
overturn or reduce a damages award, the ‘extent of
distortion [must] ... be so large as to shock the conscience,
80 gross or inordinately large as to be contrary to right
reason, so exaggerated as to indicate|] bias, passion,
prejudice, corruption, or other improper motive.” Id. at
405 (alteration and omission in original).

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

1. Disclosure of Trade Secrets

Globus first argues that Dr. Bianco presented
insufficient evidence at trial from which a reasonable
jury could have found that Dr. Bianco disclosed a trade
secret or secrets to Globus. According to Globus, Dr.
Bianco defined his trade secret as a combination of
distinet features identified by his technical expert, Dr.
Carl McMillin, Globus asserts that the drawings Dr.
Bianco gave to Globus do not disclose the combination
of all of those features, and that Dr. Bianco did not offer
sufficiently detailed evidence to show that he disclosed
the combination of all of those features either through
his drawings or through his interactions with Globus
representatives.

Globus did not raise that specific argument in its
pre-verdict Rule 50(a) motion for judgment as a matter of
law. Globus has therefore waived the right to make that
argument as part of its renewed motion for judgment as
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a matter of law under Rule 50(0). See Flowers v. S. Reg’l
Physician Servs. Inc., 247 F.3d 229, 238 (5th Cir. 2001);
Duwro-Last, Inc. v. Custom Seal, Inc., 321 F.3d 1098, 1107-
08 (Fed. Cir. 2003); 9B Charles Alan Wright & Arthur
R. Miller, Federal Practice & Procedure § 2537 (3d ed.
2008) (“[TThe district ecourt 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 renewal of 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 reasons. First, Globus argued that Dr. Bianco’s
ideas were not secret because all of the components of
his ideas were already known. Second, Globus argued
that a trade secret must be more than “a mere idea,” and
that it was not enough that his idea may have inspired
Globus to use ramps as the expansion mechanism in its
intervertebral spacers. Third, Globus argued that Dr.
Bianco failed to show that the eombination of features he
claimed as his {rade secret were entitled to protection,
because the combination was obvious in light of the prior
art Seissor Jack instrument made by Medtronie, Ine.,
another manufacturer of medical devices. Dkt. No. 221, at
3-6; see also 1/15/14 AM Tr. 114. Globus did not argue that
Dr. Bianco failed to disclose to Globus all the components
that he or his expert claimed to constitute his trade
secret, which is the argument Globus has made for the
first time in his post-verdict Rule 50(b) motion.2 Hence,

2. Inits reply memorandum in support of its Rule 50(b) motion,
Globus argues that it raised the argument that Dr. Bianco failed
to show that he disclosed all of the elements of his trade seeret or
secrets to Globus. Dkt. No. 834, at 1-2. In support of that contention,
however, Globus cites to a portion of its Rule 50(a) motion in which
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because Globus’s eurrent argument that Dr. Bianco failed
to disclose all the components of his trade secret to Globus
was not raised in Globus’s Rule 50(a) motions, it is waived.

Even if that argument were not waived, the Court
would reject it on the merits. Globus’s argument that Dr.
Bianco did not offer sufficient evidence to show that he
disclosed all of the features that comprised his trade secret
conflates trade secret law and patent law principles. Dr.
Bianco did not limit his trade seeret claim to the specifie
combination of those features that his expert identified as
having been disclosed to Globus. That is, by identifying at
trial all the features of the idea he disclosed to Globus, Dr.
Bianco was not 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 that a
trade secret be defined by way of such limitations. See
Restatement (Third) of Unfair Competition § 40 emt.
c (1995) (“The unauthorized use need not extend to
every aspect or feature of the trade secret; use of any
substantial portion of the secret is sufficient to subject
the actor to liability. Similarly, the actor need not use
the trade secret in its original form.”). The purpose of

it contended that Dr. Bianco did not disclose a “workable device” to
Globus. Dkt. No. 221, at 9. Besides being a different argument, that
argument was made as part of Globus’s contention that Dr. Bianeo
failed to prove that Globus used his trade secrets, not as part of an
argument that Dr. Bianco did not disclose any trade secret or secrets
to Globus. Globus has failed to show that it preserved the argument
it now raises.
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Dr. Bianco’s identification of the various features of his
disclosure to Globus was to show a connection between
his disclosure and the Caliber and Rise products. Even if
the jury concluded that not all of the features identified
by Dr. Bianco’s expert were shown in his drawings or
otherwise disclosed to Globus, it ecould have found the
features allegedly omitted from Dr. Bianco’s drawings—
such as the presence of radiographic markers and the use
of particular materials in construction—were ancillary to
the core idea of a continuously adjustable and reversible
interbody spacer for use in fugion surgeries. Thus, it was
not necessary for the jury to conclude that every feature
identified by Dr. Bianco’s expert was disclosed in the
drawings Dr. Bianco gave to Globus in order for the jury to
find that Dr. Bianco conveyed the concept of an adjustable
interbody spacer to Globus and that his idea for such a
spacer was a trade secret.

In its post-trial brief, Globus has not argued that the
idea for a continuously adjustable interbody spacer was
already in the public domain and therefore could not be a
trade secret.? Instead, Globus makes the argument that
“a trade secret must be more than a mere idea.” That
argument is unconvincing.

3. Norwould such an argument succeed. While a trade secret
must be kept secret in order to be eligible for protection, and while
knowledge in the trade “is an important inquiry, uniqueness in the
patent law sense is not an essential element of a trade secret. ... As
distinguished from a patent, a trade secret need not be essentially
new, novel or unique.” Cataphote Corp. v. Hudson, 422 F.2d 1290,
1293 (5th Cir. 1970) {quotation omitted); Ultrafio Corp. v. Pelicon
Tank Paris, Inc., 926 . Supp. 2d 935, 960 (3.D. Tex. 2018) (“Novelty
and uniqueness are not prerequisites for a trade secret.”), citing
Gonzales v. Zamora, 791 SW.2d 258, 264 (Tex. App. 1990).
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The authority cited by Globus does not establish that,
as a matter of Texas law, “a trade secret must be more
than a mere idea.” Globus relies on Gonzales v. Zamora,
791 S.W.2d 258 (Tex. App. 1990), in which a Texas court
of appeals stated that “[w]e do not consider the statement
that a trade secret may be only an idea to be a correct
statement of the law.” Id. at 264. The court in Gonzales,
however, was making the point that trade secret law does
not create a right to exclude based on a property right in
the idea itself, as is the case in patent law. Instead, trade
secret law protects an idea only if the idea is kept secret,
and liability flows only from improper conduct in obtaining
or uging that idea. The Gronzales court made that point
clear by its reliance on the First Restatement of Torts,
which states:

The suggestion that one has a right to exclude
others from the use of his trade secret because
he has a right of property in the idea has been
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 the liability rests upon hreach of
this duty, that is, breach of contraet, abuse
of confidence or impropriety in the method of
ascertaining the secret. Apart from breach of
contract, abuse of confidence or impropriety in
the means of procurement, trade secrets may be
copied as freely as devices or processes which
are not secret.

Restatement (First) of Torts § 75T cimt. a (1939).
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Neither Gonzales nor the Restatement stands for the
proposition that a trade secret must be more than just an
idea. What those authorities stand for is that the idea that
is claimed as a trade secret is not a protected property
right in the abstract, but is protected only as long as it is
kept secret and only against appropriation by improper
means. Thus, both Gonzales and the Restatement would
support liability in the case of misappropriation of a “mere
idea,” if the idea had been kept secret and liability were
premised on a breach of confidence, as it was in this case.

Globus also relies on Numed, Inc. v. McNutt, 724
S.W.2d 432 (Tex. App. 1987). That case is inapposite.
Numed concerned claims of trade secret status for
“customer lists, contract renewal dates, price lists, and
marketing research” that were allegedly misappropriated
by a former employee of the plaintiff. /d. at 434. The court
found that the defendant had not taken or copied any of
the plaintiff’s information when his employment with the
plaintiff was terminated and that “the skills acquired by
[the former employee] . . . which he later used to market
his own product, were derived from his own expertise,
not the property of [the plaintiff]” Id. at 435. The court
stated that a former employee does not commit trade
secret misappropriation when he “use[s] the general
knowledge, skills, and experience acquired during his
prior employment to compete with a former employer and
even do business with the former employer’s customers,
provided that such competition is fairly and legally
conducted.” Id. Numed therefore relied on aline drawn in
the law to discern when former employees misappropriate
their former employer’s trade secrets, as opposed to
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merely using knowledge and experience obtained in the
course of their prior employment. Ideas, whether “mere”
or otherwise, are protected from misappropriation as
long as they provide an opportunity to obtain a business
advantage over competitors and are maintained in secret.
Hyde Corp. v. Huffines, 158 Tex. 566, 314 SW.2d 763,
T76-77 (Tex. 1958).

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

Globus next argues that Dr. Bianco changed his
theory of liability at trial by seeking to define his trade
secrets not only as the specific combination of particular
elements identified by his expert, but also as the “core
idea” for a continuously expandable interbody spacer for
use in fusion surgeries. Globus asserts that Dr. Bianeo was
“foreclosed” from changing his theory of liahility at trial
in that way. Dr. Bianco, however, did not change his theory
of liability. Dr. Bianeo’s amended complaint alleged that
he “possessed valuable trade secrets in the design of the
expandable interbody spacer device.” Dkt. No. 103, at 6.
At trial, Dr. Bianco presented evidence that his drawings
disclosed such a device along with several key features
also found in Glohus’s Caliber and Rise products. 1/14/14
PM Tr. 71-84. Neither in his complaint nor at trial did
Dr. Bianco suggest that his trade secret or secrets were
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limited to the precise combination of features found in
his drawings or the exact design of the device depicted
in the drawings.

Dr. Bianco’s theory all along has been that his
drawings disclosed an implant for use in fusion surgeries,
along with certain key features, and that Globus used his
trade secret when it developed such an implant with many
of the same features. Dr. Bianco has never claimed that
his drawings disclosed the complete design of the Caliber

-and Rise devices; rather, his consistent claim has been
that his drawings disclosed the fundamental concept for
the implant along with several of its key features.

The jury was instructed, without objection, that a
trade secret of the sort claimed in this case “consists of
a combination of information” and that a “trade secret
must be secret.” Dkt. No. 226, at 3. The Court instructed
the jury that “[t]here is no precise definition or formula
for determining whether Dr. Bianco’s disclosure actually
constituted a trade secret.” Id. at 4. The Court provided
the jury with six factors that “may be relevant to
determining whether Dr. Bianco’s disclosures constituted
a trade secret™

(1) The extent to which the information is known
outside Dr. Bianeo’s business;

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

(8) Measures taken by Dr. Bianco to guard the
secrecy of the information;
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(4) The value of the information to Dr. Bianco and
his ecompetitors;

(5) The amount of effort or money expended 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.

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 device and a description of its key features is a
“combination of information.” Second, the evidence showed
that Dr. Bianco kept his ideas seeret, and in particular that
he kept his drawings in a safe in his office. 1/13/14 PM Tr.
84. In discussing the amount of effort that he expended
in developing the information, Dr. Bianco relied on his
years of experience in the fleld spine surgery. Dr. Bianeo
testified that he performs between 250 and 300 fusion
surgeries per year, id. at 65-66, and that he has been
practicing as a neurosurgeon since at least 2005, id. at 56.
Dr. Bianco also offered evidence that, at the time of his
2007 diselosure to Globus, there were no other products
on the market that embodied his idea. 1/14/14 PM Tr. 93.
The only expandable interbody spacer that existed at that
time was a product known as StaXx, which expanded in
discrete increments, instead of continuously, and could not
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be retracted once it was expanded. Id. at 72-73. The jury
could therefore reasonably have found that Dr. Bianco’s
ideas were not well known at the time of his disclosure.
Finally, the jury could have inferred that his trade secret
had value, based on the commercial suceess of the Caliber
and Rise products and the evidence of the advantages
conferred by a continuously adjustable and reversible
spacer for fusion surgeries.

One of the main factual disputes at trial was whether
Dr. Bianco’s disclosure related to a custom instrument
that was to be made for him, or instead to an wmplant to
be developed as a new Globus product. Globus contended
at trial that Dr. Bianco submitted his drawings as part of
a request for Globus to prepare a customized instrument
that he could use in spinal surgeries, and that his drawings
did not relate to an implant at all. Dr. Bianco, on the other
hand, claimed he intended his drawings to be a design
for an adjustable implant and that Globus understood
his ideas to be for an implant, not a surgical instrument.
Instruments, unlike implants, are not left in a patient’s
body after surgery and ean be used in multiple surgeries
on multiple patients. There wag conflicting evidence on
this issue at trial, but the evidence was sufficient to allow
the jury to conclude that Globus understood Dr. Bianco’s
drawings 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 directed Mr. Harris to have Dr. Bianco use the form
for new ideas in submitting his proposal, not the form for
custom instruments (PX107); Dr. Bianco’s proposal was
repeatedly referred to both by Dr. Bianco and by Globus
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employees as relating to a “spacer,” not an “instrument”
or “trial” (a term of art for a surgical instrument); and Mr.
Harris told Dr. Bianco that his ideas would be submitted
to Globus’s “new products” committee, which met once a
month to consider proposals for new products.

In sum, the evidence was sufficient to support the
Jury’s conclusion that the ideas that Dr. Bianco submitted
to Globus in July 2007 for an adjustable interbody spacer
constituted trade secrets that were subject to protection
under Texas trade secret law.

2. Breach of a Confidential Relationship

Globus next argues that, even if it used Dr. Bianco’s
ideas in connection with the Caliber and Rise produets, Dr.
Bianco failed to prove that Globus breached a confidential
relationship with Dr. Bianco when it did so. Globus
points out that the jury found in Globug’s favor on Dr.
Bianco’s breach of contract claim. Aceording to Globus,
the jury’s rejection of Dr. Bianco’s breach of contract
claim necessarily meant that Globus did not breach a
confldential relationship with him. Therefore, Globus
asserts, an essential element of a elaim for trade secret
misappropriation is missing in this case.

Globus’s argument on that point is entirely without
merit. First, the jury’s verdiet was not inconsistent.
Texas law makes it clear that an express confidentiality
agreement Is not required for liability in a trade secret
misappropriation case, and that a duty of confidentiality
can be implied from all the circumstances even when
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those circumstances do not give rise to a claim for breach
of contract. See Hyde Corp. v. Huffines, 158 Tex. 566,
814 S.W.2d 763, 769-70 (Tex. 1958) (quoting Restotement
(Flirst) of Torts § 757 emt. j (1939)) (“[Wihether or not there
is a breach of contract, the rule . . . subjeects the actor to
liability if his disclosure or use of another’s trade secret is
a breach of the confidence reposed in him by the other in
disclosing the secret to him.”); Gen. Universal Sys., Inc.
v. Lee, 379 F.3d 131 151 nn.54-55 (citing cases); Phillips v.
Frey, 20 F.3d 623, 631 (5th Cir. 1994) (express agreement
need not be shown “where the actions of the parties and the
nature of their relationship, taken as a whole, established
the existence of a confidential relationship™); Zoecon
Indus. v. Am. Stockman Tag Co., 713 F.2d 1174, 1178 (5th
Cir. 1983) (“A confidential employment relationship can be
established expressly by contract or can be implied from
the nature of the relationship.”); Zinco-Sherman, Inc. v.
Adept Food Solutions, Inc., 2006 U.S. Dist. LEXIS 26615,
2006 WL 1061917, at *2 (S.D. Tex. Apr. 21, 2006).

Texas law hags identified two types of fiduciary
relationships. “The first is a formal fiduciary relationship
. . . . The second is an informal fiduciary relationship,
which may arise from ‘a moral, social, domestic or purely
personal relationship of trust and confidence, generally
called a confidential relationship.” Abetter Trucking Co. v.
Arizpe, 113 SW.8d 503, 508 (Tex. App. 2003). When a claim
of improper disclosure or use of trade secrets arises froma
confidential relationship, “the injured party is not required
to rely upon an express agreement that the offending
party will hold the trade secret in confidence.” T-N-T
Motorsports, Inc. v. Henmessey Motorsports, Inc., 965
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S.W.2d 18, 22 (Tex. App. 1998); see Restatement (Third)
of Unfoir Competition § 41 (1995) (“A person to whom a
trade secret has been disclosed owes a duty of confidence
to the owner of the trade secret [if]. .. (1) the person knew
or had reason to know that the disclosure was intended to
be in confidence, and (2) the other party to the disclosure
was reagonable in inferring that the person consented to
an obligation of confidentiality.”); Restatement (First) of
Torts § 767 emt. j (1939) (“The question is simply whether
in the circumstanees [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 may disclose it to others
“to further the holder’s economic interests” without
“destroying its status as a trade secret. Metallurgical
Indus. Inc. v. Fourtek, Inc., 790 F.2d 1195, 1200 (5th
Cir. 1986); Ultraflo Corp. v. Pelican Tank Parts, Inc.,
926 F. Supp. 2d 935, 959 (8 D. Tex. 2013) (owner of a
trade secret may disclose it to others “in furtherance
of business tfransactions from which the owner expects
to profit without losing trade secret protection.”). If a
voluntary diselosure occurs in a context “that would not
ordinarily occasion public exposure and in a manner that
does not carelessly exceed the imperatives of a beneficial
transaction, then the disclosure is properly limited and
the requisite secrecy retained.” Taco Cabana mi’l, Inc. v.
Two Pesos, Inc., 932 F.2d 1113, 1124 (5th Cir. 1991); see also
Cloud v. Standard Packaging Corp., 376 F.2d 384, 388-89
(Tth Cir. 1967) (“Where the facts show that a disclosure
is made in order to further a particular relationship, a
relationship of confidence may be implied, e.g. disclosure
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to a prospective purchaser to enable him to appraise the
value of the secret.”).

In this case, the circumstances under which Dr.
Bianco disclosed his ideas to Globus, including Globus’s
use of confidentiality agreements and Mr. Harris’s
recommendation that Dr. Bianco notarize his drawings
for the protection of both parties provided an ample basis
for concluding that the parties understood that they were
entering into a confidential relationship. The jury was
therefore entitled to find that Globus had an implied duty
of confidentiality with respect to Dr. Bianco’s disclosures,
even if there was no express contractual undertaking
between the parties. Likewise, the jury could reasonably
find that the cireumstances of Dr. Bianco’s disclosure of
his ideas to Globus did not result in a loss of their status
as trade secrets.

Texas law makes clear that the very circumstance of
disclosing an idea with the hope of generating interest
in producing a new product is enough to create an
obligation of confidentiality. For example, in Phillips
v. Frey, 20 F.3d 623 (5th Cir. 1994), the defendant had
entered into negotiations to purchase the plaintiff’s
hunting-stand businegs. During negotiations, the plaintiff
disclosed his trade-secret manufacturing process to the
defendant even though the parties never entered into an
express confidentiality agreement. Id. at 625-26. After
negotiations broke down, the defendant began using the
plaintiff’s manufacturing process without permission.
The jury found that the defendant had misappropriated
the plaintiff’s trade secret. The court of appeals affirmed
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the jury’s verdict and rejected the defendant’s argument
that there was insufficient evidence of a confidential
relationship. The court held:

Although [the plaintiff] never explicitly
requested that the secret of his manufacturing
process . .. be held in confidence, both parties
mutually came to the negotiation table, and
the disclosure was made within the course
of negotiations for the sale of a business. The
jury could validly accept such evidence that
the defendants knew or should 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 similar to those
of Phillips. Given the circumstances surrounding Dr.
Bianco’s disclosures, including the fact that he notarized
his drawings, at Mr. Harris’s urging, so as to protect both
Dr. Bianco and Globus, see 1/13/14 PM Tr. 75, the jury
counld reasonably have found that Globus knew or should
have known that Dr. Bianeo’s disclosure was a trade secret
and that it was made in confidence. See also Hyde Corp. v.
Hufffines, 314 SW.2d at 769; Restatement (First) of Torts
§ 757 cmt. j (describing how a duty of eonfidence may exist
in a situation in which “A discloses [his] secret to B solely
for the purpose of enabling him to appraise its value”).

The Court further notes that the breach of contract
claim submitted to the jury related to the alleged promise
made by Mr. Harris that Globus would not use Dr. Bianco’s
idea without compensating him. The Court granted Globus
judgment as a matter of law on Dy, Bianco’s other breach
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of contract claim that Globus violated a nondisclosure
agreement that allegedly protected Dr. Bianco’s ideas.
The Court found that under the Texas lost-document rule,
there was insufficient evidence that the nondisclosure
agreement, a copy of which neither party could locate,
protected Dr. Bianeo and not just Globus. 1/17/14 AM Tr.
104-05. The breach of contract claim submitted to the
Jury, therefore, did not involve an alleged contract that
required confidentiality or nondisclosure, but only related
to an alleged promise by Globus to compensate Dr. Bianco
if it used his ideas. Although the Court found the evidence
on that claim sufficient to submit the issue to the jury, it
is entirely possible that the jury found that the evidence
failed to show that Globus made a sufficiently concrete
agreement to compensate Dr. Bianco at a particular level
and that it based its verdict on the breach of contract
claim on that ground. For each of those reasons, there is
no inconsistency between the jury’s verdict on the breach
of contract claim and its verdict on the trade secret claim,
despite Globus’s contention to the contrary.

BEvenif the jury’s verdict were considered inconsistent,
Globus cannot take advantage of that inconsistency now,
because Globus failed to raise the inconsistency issue at
trial. In the case of an inconsistent verdict there is no way
of knowing, after the fact, which way the jury would have
resolved the inconsisteney if it had been required to do
so. In this case, for example, requiring the jury to cure
the alleged inconsistency would not necessarily have led
to a different verdict on the trade secret misappropriation
claim; it could just as well have led to a different verdict
on the breach of contract claim. It is for that reason that
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courts have held, in cases such as this one, that a party
waives its challenge to alleged inconsistencies in the
verdict if it fails to raise them before the court discharges
the jury. Stancill v. McKenzie Tank Lines, Inc., 497 F.2d
529, 534-385 (bth Cir. 1974); see L&W, Inc. v. Shertech,
Ine., 471 F.3d 1311, 1818-19 (2006). Therefore, even if the
Court concluded that the jury’s verdict in this case was
inconsistent, the verdict would stand because of Globus’s
failure to raise the issue of inconsistency before the jury
was discharged.

3. Use of the Trade Secrets

Globus next argues that there is insufficient evidence
from which the jury could reasonably find that Globus
used Dr. Bianco’s trade secrets, as is required for a claim
of trade secret misappropriation. Globus first asserts
that Dr. Bianco considered the use of a scissor-jack
expansion mechanism with his spacer to be “an element
of his trade secret combination.” Dkt. No. 316, at 8. As
noted, the Caliber and Rise products use a ramp-based
mechanism for expansion, not a scissor-jack mechanism.
Therefore, according to Globus, those products did not
embody Dr. Bianco's trade secrets. Again, however, Globus
inappropriately seeks to import patent law coneepts into
Texas trade secret law. As noted, Dr. Bianco did not
limit his trade secret claims to the precise combination
of features in his drawings. Given that Dr. Bianco’s trade
secrets included the idea for a continuously adjustable
interbody spacer with certain key features, the jury
was entitled to find that Globus used that trade secret
when it began pursuing the development and marketing
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of such a device with many of the features identified
in Dr. Bianco’s drawings. See Dkt. No. 226, at 5 (jury
instructions) (defining “use” of a trade secret to include
“any exploitation of the trade secret that is likely to result
in injury to the trade-secret owner or enrichment of the
defendant” and “marketing goods that embody the trade
secret”).

Globus asserts that “Dr. Bianco testified that a
scissor-jack mechanism was an element of his trade secret
combination.” But in the portion of his testimony on which
Globus relies, Dr. Bianco was merely responding to the
question whether “one of your trade secrets was a scissor-
Jjack mechanism?” 1/13/14 PM Tr. 146-47. By responding
affirmatively to that question, Dr. Bianco did not limit
his claimed trade seerets in the way Globus suggests.
Instead, he merely indicated that the use of a scissor-jack
expansion mechanism in an adjustable interbody spacer
was one of his trade secrets.

Globus argues that in light of the substantial
differences between the final Globus products and Dr.
Bianco’s drawings it was unreasonable for the jury to
find that Globus used Dr. Bianco’s trade secrets. But the
fact that Globus’s final products differ in important ways
from the device depicted in Dr. Bianeo’s drawings does
not mean that Globus did not use any of Dr. Bianco’s trade
secrets. Dr. Bianco’s trade secrets were not limited to
devices with scissor-jack expansion mechanisms, but were
defined more broadly by the overall idea for a product with
several key features that were eventually implemented in
the Globus devices. Accordingly, it was reasonable for the
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jury to find that Globus used Dr. Bianco’s ideas when it
began to develop those devices. The jury’s finding in that
regard was consistent with the Court’s instruetion (not
objected to by Globus) that “[u]se’ does not require that
a party use another’s trade secret in the form in which it
received it.” Dkt. No. 226, at 4.

Globus next asserts that the evidence at trial did not
show that Globus relied on Dr. Bianco’s trade secrets “to
accelerate or assist its research or development.” Dkt.
No. 316, at 8. In support of that contention, Globus points
to the fact that Dr. Bianco did not participate in Globug’s
development efforts and to the lack of evidence that the
lead engineers on the Caliber and Rise projects ever saw
Dr. Bianco’s drawings, were told about his disclosures, or
even met Dr. Bianco.

Dr. Bianeo does not dispute those facts. Instead, the
theory of use that Dr. Bianco presented to the jury, and
that the jury eould reasonably have accepted, was that his
disclosures were the source of the basic product idea for
Caliber and 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 depend on proof that Dr. Bianco participated
in the development process. Instead, Dr. Bianco relies on
evidence that his drawings were circulated among some of
the senior executives at Globus shortly before Globus made
plans to develop an adjustable interbody spacer. That
evidence includes evidence that senior Globus executives
had Dr. Bianco’s drawings before them when Mr. Lee
sketched a rough design of a ramp-based expansion
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mechanism on the back of the sheet of paper containing
Dr. Bianco’s drawings. From that evidence, the jury could
readily have concluded that the Globus executives who
were responsible for planning the development of new
products relied on Dr. Bianco’s conceept when they decided
to develop a continuously expandable spacer, a decision
that ultimately led to the Caliber and Rise projects,
even though they decided to use a ramp-based expansion
mechanism instead of the seissor-jack mechanism depicted
in Dr. Bianco’s drawings.

Finally, Globus points to the evidence that the
contributions of the lead engineers on Caliber and Rise—
Mr. Glerum and Mr. Weiman—were 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 compact
and physically strong, as is required for a successful
spinal fusion implant. The evidence further showed that
the ramp-based adjustment mechanism was devised by
Globus’s engineers, not by Dr. Bianco.

The verdict reflects the jury’s recognition of the
substantial contribution that Globus and its engineers
made to the development of Caliber and Rise, since the
jury refused to grant Dr. Bianco disgorgement of all
of Globus’s profits, as he requested. The jury instead
awarded Dr. Bianco significantly less by way of a royalty
equivalent to five percent of Globus’s profits from the
Caliber and Rise products. The fact that Globus’s
contributions to the development of Caliber and Rise were
substantial, however, does not mean that Globus did not
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use Dr. Bianco’s trade secrets by developing the product
he proposed with many of the key features depicted in his
drawings. The Globus engineers did not claim that they
were responsible for the overall coneept of a continuously
expandable and reversible interbody spacer for use in
fusion surgeries. Nor has Globus pointed to any evidence
that it independently came up with the idea for such a
device. The Court therefore concludes that there was
sufficient evidence from which the jury could have found
that Globus used Dr. Bianeo’s trade secrets when it set
out to design and develop the Caliber and Rise products.

C. Motion for Remittitur or a New Trial on Damages

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

(zlobus argues that the evidence at trial did not justify
the award of reasonable royalty damages equivalent to
five percent of Globus’s profits on the Caliber and Rise
products. Globus asserts that the jury’s $4,295,760 award
of a reasonable royalty on 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 damages award
was supported by the evidence 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 award is toward the high end of royalties
that Globus has paid in the past, it is not unreasonable.
To support his argument that a royalty in the range of
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five to six percent was reasonable, Dr. Bianco pointed
to other royalty agreements Globus had entered into in
that range. Given that the evidence supported a finding
that Dr. Bianco contributed the core idea for the Caliber
and Rise products, including several of those products’
essential features, the jury could reasonably find that Dr.
Bianco’s contributions were analogous to the contributions
of those who had received such royalty rates from Globus
in the past.

In large part, Globus’s arguments about damages
are an attack on Dr. Bianco’s theory of liability. Globus
argues that Dr. Bianco failed to prove two assumptions
that his damages expert, Dr. Stephen Becker, relied onin
forming his opinion that a hypothetical royalty negotiation
between Dr. Bianco and Globus would have resulted in a
royalty of five pereent. 1/15/14 AM Tr. at 46. Globus first
argues that the evidence failed to support Dr. Becker’s
assumption that “Dr. Bianco’s alleged trade secrets led to
the invention” of the Caliber and Rise products. Dkt. No.
316, at 11. The Court has already determined, however,
that there was sufficient evidence from which the jury
could find that Globus used Dr. Bianco’s trade secrets in
exactly the way Dr. Becker agsumed.

Globus’s second argument is that the evidence did
not support Dr. Becker’s assumption that other surgeons
on the design teams for the Caliber and Rise products
“provided only incremental improvements to the
products.” Dkt. No. 316, at 11. Globus’s argument is that
the five percent royalty the jury awarded to Dr. Bianco is
excessive, in that it is significantly higher than the one-half
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of one percent royalty received by most of the surgeons
who were members of product development design teams
at Globus, including the product development teams for
the Caliber and Rise products. Globus asserts that Dr.
Bianco’s contributions, if any, were relatively minor and
unimportant and therefore do not warrant a royalty in
excess of one-half of one percent. Dr. Bianco responds
that because his trade secrets included the overall produect
itself, along with most of its essential features, his ideas
were extremely important to the development of Caliber
and Rise, much more so than the contributions of the
surgeons on Globus’s design teams. On Dr. Bianco’s theory,
his ideas provided the impetus, or the “sparkle” as he put
it, 1/13 PM Tr. 50, for the development of Caliber and Rise
at Globus.

Globus asserts that it typically used what it calls the
“Industry standard royalty rate” of one-half of one percent
of profits to compensate surgeons on its design teams
who served as consultants in the development of medical
devices, although some of the surgeon members of Globus
design teams received significantly more than that. Of the
four agreements in evidence in which Globus granted a
royalty rate greater than two percent to individuals or
entities, see 1/15/14 AM Tr. 74, Globus argues that three
of those agreements involved instances in which Globus
purchased “a completed product owned by companies that
Globus acquired.” Dkt. No. 816, at 12. Globus therefore
asserts that the royalty agreements paying royalties
between five and six percent of Globus’s profits did not
arise from situations that were sufficiently comparable
to the hypothetical royalty negotiation at issue in this
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case. See LaserDynamics, Inc. v. Quante Computer, Inc.,
694 F.3d b1, 79 (Fed. Cir. 2012) (requiring, in the patent
context, that licenses relied on by a patentee to prove
damages be “sufficiently comparable to the hypothetical
license at issue in suit”). For that reason, Globus asserts,
the evidence of comparable royalty agreements shows
that Dr. Bianco is entitled to no more than the one-half
of one percent royalty rate that Globus typically paid to
each design team doctor.

The jury, however, was presented with evidence that
Dr. Bianco’s contributions were different in kind from
those of the ordinary design team doctors. Dr. Bianeo’s
evidence suggested that design team doctors typically
provided merely “refinements” to already existing ideas,
not proposals for a whole new product. 1/13/14 PM Tr. 91-
92, 131-52 (Dr. Bianco); 1/15/14 AM T, 69-70 (Dr. Becker);
1/15/14 PM Tvr. 48-49 (Mr. Glerum). A number of doctors
on the design teams for the Caliber products submitted
affidavits that were read to the jury, in which they stated
that although they did not significantly contribute to the
conception of the patent related to the Caliber insert,
they participated in the design and development of the
Caliber products and believed that their participation
was significant. None of the doctors’ affidavits deseribed
the nature of their contributions, however, 1/14/14 AM
Tr. 194-214. The jury was therefore faced with the task
of resolving factual disputes over how to characterize Dr.
Bianeo’s contributions and how his contributions compared
to the contributions of those who were the beneficiaries
of the various Globus royalty agreements in evidence.
Based on Dr. Bianco’s theory that his ideas led to the



40a

Appendiz B

development of the Caliber and Rise products, the jury
could reasonably find that Dr. Bianco’s contributions were
greater than the contributions of the physicians on the
Caliber and Caliber-L design teams and were similar
in kind to the contributions provided by those who had
previously received royalty rates in the range of five to
six percent from Globus.

In several of those instanees, as noted, Globus procured
the rights to products or product ideas that would have
been unavailable to Globus without the contribution of
the licensor. In another instance, a six percent royalty
was paid to a physician who, as Globus explained, was
“a world-renowned doctor who was the sole surgeon on
the design team.” Dkt. No. 316, at 12; 1/15/14 AM Tr. 74;
1/17/14 AM T'r. 38-39. Although Globus paid royalty rates
as high ag five to six percent in only a few instances, the
jurywas entitled to conclude from the evidence at trial that
Dr. Bianeo’s contribution of the concept and basic design
for the adjustable interbody spacer was analogous to the
contributions of those who had received royalties in that
range. Based on that evidence, the jury could permissibly
find that a royalty of five percent of Globus’s profits on the
Caliber and Rise products was appropriate.

Globus takes further issue with Dr. Becker’s
reasonable royalty analysis becaugse Dr. Becker used
as a starting point a four percent royalty, based on an
aggregation of the total royalty rate paid to the surgeons
on the Caliber design team. Globus asserts that the four
percent rate is arbitrary because, if Dr. Becker had used
the combined design team royalty rates from Caliber-L or
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Rise, he would have arrived at a different starting point
rate. Globus adds that there is “no evidence that any other

agreements were based on an aggregated royalty rate.”
Dkt. No. 316, at 13.

Globus’s arguments as to Dr. Becker’s methodology
have little force. The Court rejected similar arguments
when it addressed Globus’s pretrial Daubert motion. Dkt.
No. 196. As the Court noted at that time, Dr. Becker’s
prineipal assumption was that “Dr. Bianco’s contribution
to the development of the devices was much greater than
that of the other surgeons, even viewed in the aggregate.”
Id. at 4. Given the evidence that the suggestions provided
by design team doctors about a product already in
development are different in kind from the ideas disclosed
by Dr. Bianco for a whole new product that was not yet
being developed, the jury could reasonably have aceepted
Dr. Becker’s assumption. Furthermore, Dr. Becker
testified that his starting-point royalty rate was supported
by the existence of the Globus royalty agreements that
paid between five and six percent. 1/15/14 AM Tr. 74.
His selection of a four percent starting-point rate was
therefore supported by the evidence and was not arbitrary.

Relatedly, Globus challenges Dr. Becker’s opinion
that his four-percent starting point for caleulating the
hypothetical royalty should be adjusted 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.” Dkt. No. 316,
at 14. Dr. Becker, however, explained the one-percent
increase by noting that many of the features that Globus
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has touted as important advantages of Caliber and Rise
were in fact found in Dr. Bianco’s July 2007 disclosure to
Globus. 1/15/14 AM Tr. 76. Additionally, Dr. Becker pointed
to evidence that Caliber is a “key differentiating product
for Globus” that has proved highly profitable. Id. at 77.
Dr. Becker’s opinion therefore was not unsubstantiated,
but was explained to the jury and based on his opinion as
a qualified expert.

Globus argues that Dr. Becker “wrongly assumed
that Dr. Bianco singlehandedly conceived of the inventions
embodied” in the Caliber and Rise products and that Dr.
Becker’s assumption “is entirely refuted” by the Court’s
reasoning in denying Dr. Bianco’s claim to be named as
an inventor on Globus’s patents on adjustable interbody
spacers. Dkt. No. 316, at 13 n.2. Dr. Becker, however,
made no such assumption. Dr. Becker simply assumed that
Globus used Dr. Bianco’s trade secrets. See 1/15/14 AM Tr.
65. As the Court explained in its order on inventorship,
“[t]here is no inconsistency between the jury’s finding
that Globus misappropriated Dr. Bianco’s trade secrets
and the Court’s ruling that Dr. Bianco 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 invention has 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 idea is so clearly
defined in the inventor’s mind that only ordinary skill
would be necessary to reduce the invention to practice.”),
with Inve Bass, 113 SW.3d 735, 739 (Tex. 2003) ([A] trade
secret is “any formula, pattern, device or compilation of
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information which is used in one’s business and presents
an opportunity to obtain an advantage over competitors
who do not know or use it.” (emphasis added)).

Finally, Globus argues that “Dr. Becker’s opinions
about the proper royalty rate were all based on the
flawed assumption that ‘a hypothetical negotiation over
the future royalty rate would have occurred after the
success of Globus’s expandable spacer products had been
established.” Dkt. No. 316, at 14. That agsumption was not
warranted, Globus asserts, because the 2007 hypothetical
negotiation between Dr. Bianco and Globus would have
oceurred before Caliber and Rise were developed and
therefore before it was known that those products would
be suceessful. Globus’s argument in that regard fails for
several reasons.

First, Globus waived any argument about Dr. Becker’s
assumptions with respect to the eommercial success of the
Caliber and Rise products. Although Globus challenged
the reliability of Dr. Becker’s opinions on other grounds
prior to trial, it never challenged his opinions as being
unreliable because they took into account the commercial
success of the Caliber and Rise products. See Dkt. No.
110 (Globus motion to strike); Dkt. No. 164 (supplemental
motion to strike). Nor did Globus object to Dr. Becker’s
testimony at trial on that ground. Globus cannot raise
what is essentially an objection to the admissibility of
Dr. Becker testimony under Federal Rule of Evidence
702 at this late stage as part of a motion for remittitur or
a new trial on damages. See Fed. R. Evid. 103(a); Perdue
2. Nissan Motor Co., 2009 U.S. Dist. LEXIS 69671, 2009
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WL 2460988, at *2 (E.D. Tex. Aug. 10, 2009); z4 Techs.,
Ine. v. Microsoft Corp., 2006 U.S. Dist. LEXIS 58374,
2006 WL 2401099, at *9 (E.D. Tex. Aug. 18, 2006); E'state
of Bynum v. Magno, 55 F, App’x 811, 813 (9th Cir. 2003)
(“A party who fails to make a contemporaneous ohjection
to the introduction of testimony at trial forfeits its right to
contest the use of that evidence in a motion for judgment as
a matter of law.”); New Mkt. Inv. Corp. v. Fireman's Fund
Ins. Co., 774 F. Supp. 909, 917-18 (E.D. Pa. 1991) (“[I]t is
well-settled under the caselaw and clear under Rule 103(a)
(1) ... that the failure to timely object to the admission
of evidence constitutes a ‘waiver’ of such objection for
purposes of post-trial review.”).

On the merits, Dr. Becker’s decision to take into
account the eommercial success of the Caliber and Rise
products in his “hypothetical negotiation” analysis
did not render his opinion as to the reasonable royalty
legally deficient. Courts, including the Supreme Court,
have recognized in the analogous patent-law context
“that factual developments occurring after the date of
the hypothetical negotiation can inform the damages
calculation.” Lucent Techs., Inc. v. Gateway, Inc., 580
F.3d 1301, 1333 (Fed. Cir. 2009), citing Sinclair Ref. Co. v.
Jenkins Pelrolewm Process Co., 289 U.S. 689, 698,53 S. Ct.
36, 17 L. Bd. 1449 (1933); see also Odetics, Inc. v. Storage
Tech. Corp., 185 F.3d 1259, 1276-77 (Fed. Cir. 1999)
(noting that Federal Cirecuit case law requires neither
the admission nor the exclusion of post-infringement
evidence); Fromson v. W. Litho Plate & Supply Co., 853
F.2d 1568, 1575 (Fed. Cir. 1988) (stating that a reasonable
royalty “speaks of negotiations as of the time infringement
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began, yet permits and often requires a court to look to
events and facts that occurred thereafter and that could
not have been known to or predicted by the hypothesized
negotiators”), overruled on other grounds by Knorr-
Bremse Systeme Fuer Nutzfohrzeuge GmbH v. Dana
Corp, 383 F.3d 1337 (Fed. Cir. 2004).

Such post-infringement developments have been
referred to as a “book of wisdom” on which a finder of
fact may rely. Sinclasr, 289 U.S. at 698. “The jury may
consider the infringer’s actual sales and revenue up to
the date of trial as part of the ‘book of wisdom.“ Ariba,
Inc. v. Emploris, Inc., 567 F. Supp. 2d 914, 917 (E.D.
Tex. 2008); see Finjan, Inc. v. Secure Computing Corp.,
626 I.3d 1197, 1210 (Fed. Cir. 2010) (use of actual profit
margins probative of profits anticipated by the parties in
a hypothetical negotiation); Tvell v. Mariee Elecs. Corp.,
912 F.2d 1443, 1446 (Fed. Cir. 1990) (“[IIn determining
the result of . . . a hypothetical negotiation, the district
court may consider the infringer’s anticipated profits, as
indicated by evidence of actual profits.”); Trans-World
Mfy. Corp. v. Al Nyman & Sons, Inc., 750 F.2d 1552, 1568
(Fed. Cir. 1984) (“Evidence of the infringer’s actual profits
generally is admissible as probative of hig anticipated
profits” at the time of a hypothetical negotiation.); z4
Techs., 2006 U.S. Dist. LEXIS 58374, 2006 WL 2401099, at
*10 (“Evidence of an infringer’s actual profits [is] generally
admissible when caleulating a ‘reasonable royalty.).

The Court thus rejects Globus’s argument that it
was improper for Dr. Becker to take into account the
commercial success of the Caliber and Rise products
when determining a reasonable royalty. The commercial
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success and the importance of Caliber and Rise to Globus
is probative of what the parties could reasonably have
anticipated to be the prospective value of Dr. Bianco’s
trade secrets in a 2007 hypothetical negotiation. Given
the probative value of that evidence and Globus’s failure
to raise an objection to the admissibility 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 plaintiff’s] use of the actual profit
margins that both [defendants] experienced
on products after that date was simply as a
reflection of the profits the parties might have
anticipated in calculating a reasonable royalty
in the hypothetical negotiation. [The plaintiff’s]
testimony was subject to cross-examination,
and the Defendants did not object to the use
of actual profits in general as a basis on which
to gauge expected profits in the hypothetical
negotiation.

626 F.3d at 1210.

In sum, the jury’s award of a reasonable royalty
equivalent to five percent of Globus’s net sales from the
Caliber and Rise products is supported by the evidence
at trial and cannot be said to be against the great weight
of the evidence. The Court therefore rejects Globus’s
argument that the jury’s award of damages should
be overturned and a new ftrial granted on the issue of
damages based on the insufficiency of the evidence 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 ordered on
the issue of damages because the jury failed to apportion
the royalty base it used to caleulate damages after it had
selected five percent as the appropriate royalty rate.
Based on its contention that Dr. Bianco’s contributions
to the Rise and Caliber products were minor at best,
Globus asserts that Dr. Becker and the jury should have
taken into account the fractional value of Dr. Bianco’s
contributions to the Caliber and Rise products both in
calculating the royalty rate and in caleulating the royalty
base to which that rate was applied. Globus’s argument,
however, is based on a view of Dr. Bianco’s trade secrets
that the jury rejected when it found Globus liable for
misappropriation. Moreover, Globus’s argument is not
supported by the Federal Circuit cases on which it relies
and is contrary to Globus’s own licensing practices.

Globus’s apportionment argument is based on the
“entire market value rule,” which the Federal Circuit
has applied in patent cases. The entire market value rule
provides that if a patentee seeks a royalty base equivalent
to the entire market value of the acecused product, the
patentee must prove that “the patent-related feature
is the basis for customer demand.” Rite-Hite Corp. v.
Kelley Co., 56 F.3d 1538, 1549 (Fed. Cir. 1995) (en banc)
(citations omitted). If the patented feature is not the
basis for customer demand, the royalty base must be
apportioned according to the value of the portion of the
accused product that infringes the patent. Thus, “in any
case involving multi-component products, patentees may
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not calculate damages based on sales of the entire product,
as opposed to the smallest salable patent-practicing unit,
without showing that the demand for the entire product
is attributable to the patented feature.” LaserDynamics,
Ine. v. Quanta Computer, Inc., 694 F.3d 51, 67-68 (Fed.
Cir. 2012); see also Lucent Techs., 580 F.3d at 1336 (“For
the entire market value rule to apply, the patentee must
prove that the patent-related feature is the basis for
customer demand.”) (emphasis in original); Uniloc USA,
Inc. v. Microsoft Corp., 632 F.3d 1292, 1320-21 (Fed. Cir.
2011) (same). Where the smallest salable unit is “a multi-
component produet containing several non-infringing
features with no relation to the patented feature,” the
patentee must apportion damages only to the patented
feature or features. VirnetX, Inc. v. Cisco Sys., Inc., 767
F.3d 1308,2014 U.S. App. LEXTIS 17748, at *39-*40 (Sept.
16, 2014).

The entire market value rule is designed to deal with
cases in which infringement by a multicomponent device
relates to only one sub-component of that device. Such a
situation might arise, for example, where the owner of
a patent for an inventive electronic component sues an
automobile manufacturer for infringement because that
manufacturer’s automobiles include CD players that use
the accused electronic component. In such cases, there
is a substantial risk that a jury will overcompensate the
plaintiff if the royalty base is derived from, for example,
the sales of the entire product (e.g., the automobile), as
opposed to sales of the “smallest salable patent-practicing
unit” (e.g., the electronic component within the CD player).
See VirnetX, 2014 U.S. App. LEXIS 17748 at *38-*39;
LaserDynomics, 694 F.3d 51, 67 (Fed. Cir. 2012).
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As a matter of logic, there ig nothing inherently
wrong with using the entire market value of a product as
the royalty base, as long as the royalty rate is selected
appropriately. See Lucent Techs., Inc. v. Gateway, Inc.,
580 F.3d 1301, 1388-39 (Fed. Cir. 2009) (“{TThe base
used in a running royalty calculation can always be the
value of the entire commercial embodiment, as long as
the magnitude of the rate is within an acceptable range
(as determined by the evidence).”). The problem is that
in ecomplex products with hundreds or thousands of
component parts, the royalty rate that would be reasonable
when the entire market value is used as the royalty base
may be an extremely small fraction of a 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.8d 1292, 1320-21 (Fed. Cir, 2011)
(plaintiff’s attack on defendant’s expert for proposing a
reasonable royalty of 0.00003 percent of the entire market
value of Microsoft software products for the accused
product-activation feature “may have inappropriately
contributed to the jury’s rejection of his calculations™).
When the entire market value is used as the royalty base,
the Federal Circuit views the risk of prejudice to the
defendant as sufficiently serious that the court has held
that “the requirement to prove that the patented feature
drives demand for the entire product may not be avoided
by the use of a very small royalty rate.” LaserDynamics,
694 F.3d at 67.

This case is not like the Federal Circuit cases that
have found fault with a jury’s award of a reasonable
royalty based on the entire market value of a product.
Those cases have all dealt with the prototypical fact
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pattern in which the infringing feature in the accused
product is a minor subcomponent of, or makes a minor
contribution to, the overall product. See VirnetX, 2014 U.S.
App. LEXIS 17748 at *44 (plaintiff failed “to apportion
the royalty down to a reasonable estimate of the value
of its claimed technology”); LaserDynamics, 694 F.3d
at 68 (plaintiff failed to show that patented method for
discriminating between the types of discs inserted into an
optical dise reader drove demand for laptop computers);
Uniloc, 632 F.8d at 1320 (infringing software activation
feature in accused Microsoft software products); Lucent,
580 F.3d at 1332, 1336-39 (accused date-picker feature in
Microsoft Outlook software was “but a tiny feature of .
. . an enormously complex software program comprising
hundreds, if not thousands or even more, features.”).

In this case, however, Dr. Bianco’s trade secret was the
idea for the adjustable interbody spacer itself. Dr. Bianco’s
trade secrets did not relate to only a single subcomponent
or feature of the Caliber and Rise products; instead, they
related to the overall idea for a continuously adjustable and
reversible interbody spacer for use in fusion surgeries and
included many of the key features disclosed in Dr. Bianco’s
drawings. Therefore, even assuming that the Federal
Cireuit’s strict requirements for applying the entire
market value rule apply in this case under Texas trade
secret law, Dr. Bianco met his burden of proof when he
presented the jury with sufficient evidence to support his
theory of trade secret misappropriation. In other words,
the Caliber and Rise products are the “smallest salable
units” that reflect the use of Dr. Bianco’s trade secrets.
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In a notice of supplemental authority submitted
after its motion, Globus argues that the recent decision
of the Federal Circuit in VirnetX demonstrates that Dr.
Bianco’s “damages model cannot support a reasonable
royalty award.” Dkt. No. 336. VirnetX, however, simply
applied the principles of the entire market value rule to
a situation in which the smallest salable unit contains
significant unpatentable features. VirnetX, 2014 U.S. App.
LEXIS 17748 at *38. In that situation, the scope of the
defendant’s infringement cannot fairly be said to extend
to the enfire accused product, or even the smallest salable
unit of that product. In the present case, by contrast, the
Jurywas entitled to find that the scope of the appropriation
extended 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 the basic features of such a spacer, which
were incorporated in the Caliber and Rise devices. In
that setting, the entire market value rule does not require
that the royalty base be apportioned among features of
the device in question. See Univ. of Pittsburgh v. Varian
Med. Sys., Inc., 561 F. App’x 934, 946-47 (Fed. Cir. 2014).

4. Globug points to other cases that, like VirnetX, recognize
that further apportionment of the royalty base beyond the base
assoclated with the smallest salable unit is required when the
patent relates to something less than the smallest salable unit.
See Dymnetiz Design Solutions, Inc. v. Synopsys, Inc., 2013 U.8.
Dist. LEXTIS 120408, 2018 WL 4538210, at *3 (N.D. Cal. Aug. 22,
2018); Personolized Media Commens, LLC v. Zynga, Inec., 2013
U.8. Dist. LEXIS 160247, 2013 WL 5979627, at *2 (E.D. Tex Nov.
8, 2013). That proposition, however, does not apply to a case such
as this one in which the smallest salable unit embodying a use of
protected intellectual property is the entire product itself. In faet,
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The justification for treating the Caliber and Rise
products as the fruit of the appropriated trade secrets
(or, in the terms used in the patent context, the “smallest
salable units” that represent what Globus appropriated)
is not undereut by the fact that Globus and its engineers
contributed substantially to the design 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 depicted in Dr. Bianco’s drawings. The jury took
into account the relative contributions of Dr. Bianco and
Globus when it awarded Dr. Bianco a five percent royalty.
Given that the jury declined to award Dr. Bianco complete
disgorgement of all of Globusg’s profits from the Caliber and
Rise produets, the jury’s verdict is best viewed as based on
a conclusion that Globus’s eontributions to the development
and commercialization of those products were important
enough that Dr. Bianco’s share of the profits on those
products should be limited to five percent. Because the
Jury’s choice of a royalty rate was reasonable, there is no
reason to doubly discount Dr. Bianco’s contributions to
the overall product development of Caliber and Rise by
further reducing the royalty base by apportionment, as
Globus requests.

the decision in Personalized Media makes precisely that point. The
courtin that case found that the entire market value of the products
accused of patent infringernent was an appropriate royalty base
because plaintiff’s theory was that “each accused [product], as a
whole, infringes the patents-in-guit.” 2013 T.8. Dist. LEXIS 160247,
20183 WL 5979627, at *2,
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Globus’s practice of routinely using the profits on
its devices as the royalty base in its royalty agreements
provides further support for the royalty base applied in
this case. Unlike in the Federal Circuit cases dealing
with the entire market value rule, in this case the
evidence showed that Globus’s regular practice was to
grant royalties based on the net sales of its products. For
example, all of the royalty agreements between Globus and
the surgeons on the design teams for Caliber, Caliber-L,
and Rise used as the royalty base the full net sales of the
respective produet. Dr. Becker testified that he reviewed
more than 200 Globus royalty agreements and found
that “the running royalty structure is standard” in those
agreements and that all of the agreements were “of this
rate-times-base structure.” 1/15/14 AM Tr. 67-68. The
parties have not pointed to any Globus royalty agreement
providing for a royalty base of anything less than the net
sales of the entire product in question. Dr. Becker testified
that “[iln Globus’ case, when they do royalty agreements,
we've actually 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 id. at
84. The jury’s choice of net sales ags the royalty base was
therefore entirely consistent with the evidence as to the
manner in which Globus typically compensates those who
contribute to the development of its products.

Ag part of its apportionment argument, Globus
contends that the royalty base should have been
apportioned because all of the individual elements of Dr.
Bianeo’s trade secrets are in the public domain. According
to Globus, Dr. Bianco’s trade secrets amounted to nothing
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more than ideas to improve upon spacers already found in
the market at the time Dr. Bianco disclosed his ideas to
Globus. Therefore, Globus asserts, Dr. Bianco is entitled to
only the incremental value provided by that improvement.
As noted, however, Dr. Bianco’s idea for an improvement
over already-existing spacers took the form of anideafora
complete product with certain key features. To the extent
that Dr. Bianco’s ideas 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 argument does
not lead to the conclusion that the royalty base must be
apportioned.

Globus next asserts that “the sole difference”
between the spacer shown in Dr. Bianco’s drawing and
the intervertebral spacers that were commercially
available when Dr. Bianco disclosed his drawing to
Globus in 2007 was the use of a scissor-jack expanding
mechanism. Dkt. No. 316, at 18. That assertion, however,
is not supported by the evidence. Instead, the evidence
established that most commercially available spacers were
statie, i.e., not expandable, and that the only available
expandable spacer—=StaXx XD—was not continuously
expandable or reversible. 1/14/14 PM Tr, 72-73. Dr. Bianco
therefore disclosed ideas for improvements to existing
spacer technology beyond the mere use of a scissor-jack
mechanism.

In support of its argument that Dr. Bianeo’s disclosures
contained nothing new, Globus argues that Dr. Bianco’s
disclosures added nothing of substance to the features
found in the preexisting Medtronic Scissor Jack surgical
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instrument. As explained above, however, the jury rejected
Globus’s theory that Dr. Bianco disclosed an instrument
to Globus, not an implant. The jury therefore found that
Dr. Bianco’s disclosure was of a product fundamentally
different from the Medtronic Scissor Jack instrument.

Relatedly, Globus contends that “[tJhe damages model
that Dr. Becker presented to the jury did not value Dr.
Bianeo’s trade secret information in the context of an
improvement of readily available public information in
2007 Dkt. No. 316, at 19. However, Dr. Becker stated
that in forming his opinion on damages he considered
the advantages that Dr. Bianco’s ideas provided relative
to preexisting spacers on the market, as explained by Dr.
Bianeo’s technical expert. See 1/15/14 AM Ty, 75-76 (Dr.
Becker); 1/14/14 PM Tr. 72-74 (Dr. MeMillin). Globus’s
contention about Dr. Becker’s damages model is therefore
inaceurate.

Accordingly, the Court concludes that the use of
the net sales of the Caliber and Rise products as the
royalty base for calculating damages without further
apportionment was legally appropriate and was supported
by the evidence at trial. The Court therefore denies
Globus’s motion to overturn the verdict or grant a new
trial on the ground that apportionment of the royalty base
was required beyond the apportionment, reflected in the
Jjury’s decision to award Dr. Bianco five pereent of the net
sales of the Caliber and Rise products.
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3. Future Royalties

Globus argues that the Court erred when it granted
Dr. Bianco an ongoing royalty of five percent of Globus’s
profits on the post-verdict sales of the Caliber and Rise
products and products not colorably different from those
products. See Dkt. No. 311, at 22. According to Globus,
there is no authority under Texas law for such a remedy
in a trade secret case. Globus’s argument is unpersuasive.

Globus argues that because trade secret
misappropriation under Texas law is not a continuing
tort, see Tex. Civ. Prac. & Rem. Code § 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 result from a tort that is not a continuing
tort, including the tort of trade secret misappropriation.
See Gen. Universal Sys., Inc. v. HAL, Inc., 500 F.8d 444,
452 (5th Cir. 2007); Daboub v. Gibbons, 42 F.3d 285,291 &
n.9 (5th Cir. 1995). Under Globus’s theory, the reasonable
royalty damages to which Dr. Bianco would be entitled
would depend arbitrarily on the date of the jury’s verdict.
If the trial had oceurred earlier—if, for example, Dr.
Bianco had filed his lawsuit earlier—Globus’s theory would
limit Dr. Bianco to a reduced damages award beecause
there would have been fewer sales of the Caliber and Rise
devices to account for in the caleulation of a reasonable
royalty. The damages suffered by Dr. Bianco, however,
are not dependent on the date that the jury rendered
its verdiet. The Court sees no basis under Texas law to
arbitrarily limit Dr. Bianco’s damages in that way just
because the tort of trade secret misappropriation is not
a continuing tort.
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Providing for an ongoing royalty was the only way,
under the circumstances, for the Court to ensure that
Dr. Bianeo would receive fair compensation 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 lump sum
royalty payment to Dr. Bianco. Instead, the evidence
and argument at trial with respect to reasonable royalty
damages focused exclusively on running royalties. See
1/15/14 AM Tr. 67-68 (Dr. Becker testifying that a running
royalty method was used in all of Globus agreements he
reviewed). An ongoing royalty award was therefore the
only practical means to ensure that Dr. Bianco would
be fully compensated for the injury the jury found he
suffered.

Globus argues that the Court erred in relying on
Hyde Corp. v. Huffines, 158 Tex, 566, 314 SW.2d 763
(Tex. 1958), and Bryan v. Kershaw, 366 F.2d 497 (5th Cir.
1966), when it ruled that Texas law supports the award of
an ongoing royalty. According to Globus, those cases are
not suitable precedents for an award of ongoing royalties
because they 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 Texas law, courts fashioning equitable relief
for trade seeret misappropriation have the discretion to
award such relief perpetually, that is, beyond the date
of the verdict and even beyond the date when the trade
secret is no longer a secret. In fact, under Texas law, it
is Globus’s burden “to show by competent evidence that
an order of less duration than & permanent order will
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afford the injured party adequate protection.” Hyde,
314 S W.2d at 776. If Texas law allows courts to grant
prospective equitable relief that would have completely
and permanently barred Globus from continuing to sell
the Caliber and Rise products, then it is surely permissible
for a court to grant equitable relief that is significantly
less burdensome, in the form of an ongoing royalty with a
cut-off date. The 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. Bianeo for his injuries. See Dkt. No. 269,
at 17 (no irreparable injury because monetary damages
would be sufficient); ¢d. at 18-19 (availability of monetary
relief for Dr. Bianco “largely decides” the balance of
hardships). It would be perverse for the Court to hold that,
having denied injunctive relief because of the availability
of a monetary award for future injuries, such a monetary
award is not available after all.

Globus also asserts that in its decision awarding
future royalties, the Court erred by relying on Sikes v.
McGrow-Edison, 6656 F.2d 731 (5th Cir. 1982). In Sikes, the
Fifth Circuit applied Texas law and awarded reasonable
royalty damages extending beyond the period of the “head
start” gained by the defendant through its trade secret
misappropriation. The Court cited the case in response
to Globus’s argument that damages in a trade secret case
are limited to the “head start” that the defendant gained
by misappropriating the plaintiff’s trade secret. Sikes
thus shows that Globus’s “head start” theory of damages
is not mandated by Texas law.
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In reaching that conclusion, the Sikes court relied
on the fact that the circumstances suggested that a
reasonable royalty negotiation would likely have resulted
in a royalty payable for the life of the defendant’s product,
not just for a “head start” period. See Sikes, 665 F.2d at
787. Therefore, although Sikes does not explicitly stand
for the proposition that equitable relief in the form of
a reasonable royalty is authorized under Texas law, it
stands for the unremarkable proposition that relief in a
reasonable royalty case under Texas law should be based
on what the evidence suggests the parties would have
agreed to in a hypothetical negotiation. See University
Computing Co. v. Lykes-Youngstown Corp., 504 F.2d
518, 538-39 (5th Cir. 1974). In this case, the evidence of
Globus’s royalty practices is that Globus pays royalties for
the life of a product, subject to a fifteen-year maximum
period starting from the date of the agreement. In
exercising its discretion to award equitable relief, the
Court therefore deemed it fair and equitable to award Dr.
Bianco ongoing royalties that would ensure that his total
compensation would be consistent with the jury’s verdict
and with the evidence of what he would have received
had he reached an agreement with Globus regarding the
use of his trade secrets in 2007, Globus’s assertion that
reasonable royalties are not appropriate for torts that are
not “continuing” is simply not grounded in law, logie, or
principles of equity.

Globus next argues that if the Court decides to let
its award of future royalties stand, it should reduce the
ongoing royalty rate to one-half of one percent. That
argument simply reprises Globus’s argument that the
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jury’s award of damages equivalent to a five percent
ongoing royalty is not supported by the evidence. The
Court therefore rejects Globus’s argument with respect
to ongoing royalties for the same reasons that it rejected
Globus’s argument with respect to past damages.

Finally, Globus argues that the Court’s award of
an ongoing royalty to Dr. Bianco should be confined to
Globus’s sales of Caliber, Caliber-L, and Rise, and that the
award should not extend to products that are not colorably
different from those products. According to Globus, the
concept of colorable differences is a concept from patent
law that “has no relevance to a trade secret case.” Dkt. No.
316, at 24. That is so, Globus argues, because trade secrets
are “defined by the use made of information, and not by
the metes and bounds of the underlying subject matter.”
Id. That distinetion has no foree in this context, however.
If Globus were to start selling produects virtually identical
to the Caliber, Caliber-1., and Rise devices, but under a
different name, those sales would still be the produets
of the misappropriation of Dr. Bianco’s trade secrets.
There is no reason to create such a glaring loophole in
the Court’s remedial order. See Eeingold v. Swiftships,
Ine., 126 F.3d 645, 651 (5th Cir. 1997) (“If the trade secret
law were not flexible enough to encompass modified or
even new products that are substantially derived from
the trade secret of another, the protections that the law
provides would be hollow indeed.”). Equity demands that
Globus cannot escape liability by making trivial changes
to the Caliber and Rise products as an end run around
this Court’s judgment. The Court will therefore deny
Globus’s motion to amend the judgment with respect to
future royalties.
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The “colorably different” clause that the Court has
included in the remedial order is similar to the “colorably
different” standard that is frequently used in connection
with injunctions in patent cases. In that context, the
clause has been found necessary to an effective injunctive
order and has been upheld against challenges that it
is impermissibly vague. See Oakley, Inc. v. Sunglass
Hut Int’l, 316 F.8d 13831, 1346 (Fed. Cir. 2003); Additive
Controls & Measurement Sys., Inc. v. Flowdata, Inc.,
986 I.2d 476, 479-80 (Fed. Cir. 1993); KSM Fastening
Sys., Inc. v. HA. Jones Co.,, 776 F.2d 1522, 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 therefore concludes that the
order regarding future royalties is not contrary to law or
unsupported by the evidence introduced at trial and in
the proceedings before the Court regarding the future
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.
/s/ William C. Bryson

WILLIAM C. BRYSON
UNITED STATES CIRCUIT JUDGE
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APPENDIX C — PETITION FOR PANEL
REHEARING OF THE UNITED STATES COURT
OF APPEALS FOR THE FEDERAL CIRCUIT,
DATED DECEMBER 23, 2015

UNITED STATES COURT OF APPEALS
FOR THE FEDERAL CIRCUIT

2015-1193
SABATINO BIANCO, M.D,,
Plaintiff~Appellee,
V.
GLOBUS MEDICAL, INC,,
Defendant-Appellant.
Appeal from the United States Distriet Court for
the Eastern District of Texas in No. 2:12-¢v-00147-WCB,
Circuit Judge William C. Bryson.

ON PETITION FOR PANEL REHEARING
AND REHEARING EN BANC

Before Prost, Chief Judge, NEwmMaN, LoUrig, DYk,
Moore, O’'MALLEY, REYNA, WALLACH, TARANTO, CHEN,

HucrEs, and StoLL, Cirewit Judges.

Prr CURIAM.
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ORDER

Appellant Globus Medical, Inc., filed a petition for
panel rehearing and rehearing en banc. The petition was
referred to the panel that heard the appeal, and thereafter
was referred to the cireuit judges who are in regular
active service.

Upon consideration fhereof,

It Is ORDERED THAT:

The petition for panel rehearing is denied.

The petition for rehearing en banc is denied.

The mandate of the court will be issued on December
30, 2015.

For ar Court

December 23, 2015 /s/ Daniel B, O’Toole
Date Daniel E. O’Toole

Clerk of Court



