IN THE UNI TED STATES DI STRI CT COURT
FOR THE WESTERN DI STRI CT OF TENNESSEE
WESTERN DI VI SI ON

MEDTRONI C SOFAMOR DANEK, | NC. ,

Plaintiff/
Count er cl ai m Def endant
VS. No. 01-2373-MV

GARY KARLIN M CHELSON, M D.
and KARLI N TECHNOLOGY, | NC.,

)
)
)
)
)
)
)
)
)
)
Def endant s/ )

Count er cl ai nant s, )

)
and )
)
GARY K. M CHELSON, M D., )
)

Third-Party Plaintiff,)

)

)

)

)

)

VS.

SOFAMOR DANEK HOLDI NGS, | NC.,
Third-Party Def endant.

ORDER DENYI NG DEFENDANT’ S MOTI ON FOR SANCTI ONS AND DI RECTI NG THE
PLAI NTI FF TO FURTHER SUPPLEMENT | N PART | TS RESPONSE TO
| NTERROGATORY NO. 17

Before the court is the notion of the defendant Gary Karlin
M chel son fil ed August 27, 2003, pursuant to Rul e 37 of the Federal
Rul es of Civil Procedure, seeking sanctions against the plaintiff,
Medtroni ¢ Sof anor Danek, Inc. (“Medtronic”), for allegedly failing
to conmply with the court’s order directing Medtronic to file a

detailed narrative response to Interrogatory No. 17. M chel son



conpl ains that Medtronic’ s response and its suppl enentations failed
to distinguishits “best efforts” under the Purchase Agreenent from
its “best efforts” under the License Agreenent, and further that
Medtronic failed to answer in a narrative format and instead,
continued to answer by referring to numerous docunents. As
sanctions, Mchelson seeks an order precluding Medtronic from
maki ng any “best efforts” contentions and prohibiting Medtronic
fromintroduci ng evi dence to support its defense that it used “best
efforts” to obtain regulatory approval for and actively pronote the
sale of non-threaded spinal inplants, instrunments, or nethods
covered by the Purchase Agreenent. The notion was referred to the
United States Magistrate Judge for determ nation. For the
foll ow ng reasons, the notion is deni ed.
Interrogatory No. 17 of Mchelson’s Second Set of

I nterrogatories propounded over a year ago on June 6, 2002,
requested Medtronic to:

[d]escribe all actions that you contend constitute your

use of best efforts to obtain regulatory approval and to

actively pronote the sale of the Mdical Device (as

defined in the Purchase Agreenent).

As stated in earlier orders, this case invol ves a di spute over
agreenents governing Medtronic’s rights tointellectual property in

the field of spinal fusion technology purportedly invented by

M chel son. One of the agreenents at issue in this lawsuit, the



1994 Purchase Agreenent between Medtroni c and M chel son, provides,
inter alia, that Medtronic would use its “best efforts” to “obtain
regul atory approval” for various nedical devices, defined in the
Pur chase Agreenent, and “actively pronote” their sale. (Declaration
of Heiko Shultz, Ex. 2, 9Y4.5 at 14.) The Purchase Agreenent
defines “medical device” as “non-threaded inplants for use in
spinal surgical or stabilization procedures, and instrunents and
nmet hods” which utilize M chel son’s technol ogy and are M chel son’ s
invention. (ld., Y1.1 at 2.) Another agreenent at issue in this
case, the 1993 License Agreenent between Medtronic and Karlin
Technol ogy, Inc., covers “threaded” itens.

Medtronic’s initial response to Interrogatory No. 17, after
the court had overruled Medtronic’s nunerosity objections,
consi sted of a four-paragraph narrative acconpanied by a list of
Bat es- nunber ed, but otherwi se wunidentified, docunents that
continued for approximately two pages. Nowhere inits response did
Medtronic identify specific nedical devices or technol ogies,
enpl oyee nanes, pl aces, dates, pronotional canpaigns or material s,
mar keting studies, or other concrete information related to the
actions it identified.

On March 14, 2003, Medtronic supplemented its initial
response. The first supplenental response further identified, in

narrative form Medtronic’'s “regulatory approval” actions and



i ncl uded a ni net een-page | i sting of Bates-nunbered docunents. This
time, the Bates nunbers were grouped i nto seven cat egori es based on
the type of action taken by Medtronic, such as *“Technol ogy
Devel opnent, Regulatory,” “Finance - Planning and Analysis,”
“Technol ogy Devel opnent - Energi ng Technol ogies.” (Id. at 12-31.)

In response to a notion to conpel filed by Mchelson, the
court, on June 4, 2003, found Medtronic’'s first supplenental
response to be deficient and instructed Medtronic to provide a
detail ed narrative response, within ten days of entry of the order,
“setting forth with specificity the evidence upon which it intends
to rely in contending that it used its best efforts to obtain
regul atory approval and to actively pronote the sal e of the nedical
device or devices at issue in this lawsuit.” Order Ganting
Def endant M chelson’s Mtion to Conpel a Narrative Response to
Interrogatory No. 17, Medtronic Sofanor Danek, Inc. v. M chel son,
Civil Case No. 01-2373 (WD. Tenn. June 4, 2002). By using the
phrase “nedi cal device or devices at issue inthis lawsuit” inits
ruling, the court, in essence and unknowi nglyY, required nore
i nformati on t han I nterrogatory No 17 actual |y sought.
Interrogatory No. 17 sought information only as to nedical devices
covered by the Purchase Agreenent, which equates to non-threaded
devi ces. At issue in this lawsuit are both threaded and non-

t hreaded devices. The court intended its rulingto belimted only
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to medical devices as that term is defined in the Purchase
Agreenent, that is “non-threaded devices.” The court did not
intend to broaden the scope of Interrogatory No. 17, and hereby
limts the June 4, 2003 ruling and this ruling to non-threaded
devi ces.

Medtronic did not appeal the court’s order. Instead, in an
effort to conply with the court’s order, Medtronic supplenented its
response to Interrogatory No. 17 a second tine. The second
suppl enent al response consists of a three-part narrative
describing, in general terns, Medtronic’ s actions inregard to the
categories of product devel opnent, regulatory approval and
pronotional activities as they relate to the “devices at issue in
the case.” Each narrative segnent is followed by a list of
docunents grouped by product lines instead of by activity type as
they were previously. Each docunent is identified by a Bates
nunber, along with a short parenthetical phrase which purports to
describe in general the contents of the docunment. The narrative
portion of the response consists of: (1) a hal f-page paragraph on
page seven of Medtronic’s second supplenental response to
Interrogatory No. 17 describing in general terms ten actions

taken;!* (2) a half-page paragraph on page twenty-five again

! The narrative portion on page seven provides in full as
fol |l ows:



describing in general ternms nine actions taken by Medtronic;? and

In its developnment of the products contained within the
product lines listed in Table One, and the associated instrunents
and net hods, Danek i nvested consi derabl e tinme, resources and ener gy
in (1) reviewing and critiquing the basic concepts provided to
Danek by Dr. Mchelson and other sources, (2) selecting and
i nprovi ng those designs and contributing its own technol ogy and
clinical know edge to the designs, (3) planning for the devel opnent
of the products, (4) reviewing and assessing alternative
technol ogi es and products, and the nmarket-driven needs for the
products, (5) designing and constructing prototypes and their
I mprovenents, (6) testing and i nproving the prototype designs, (7)
sel ecting, developing, and testing the materials and processes
required for the products, (8) devel opi ng a manufacturing plan and
the appropriate processes and procedures, and inplenenting sane,
(9) performng pre-clinical and clinical testing of the products,
and (10) nonitoring product performance and custoner feedback and
respondi ng thereto, all of which are denonstrated by the evidence
identified bel ow

(Shultz Declaration, Ex. 5 at 7.)

2 This paragraph states in full:

Danek al so i nvested consi derable tinme, resources and energy in
(1) researching and evaluating the requirements of various
regul atory authorities, (2) selecting the appropriate path to
mar ket, (3) assenbling scientific data and planning for the filing
of applications and the like with regulatory authorities, (4)
preparing, drafting, and filing applications and the |like directed
at obtaining government sanction for the marketing, sale, and
distribution of the products, (5) responding to and preparing
responses to inquiries fromgovernnmental authorities, (6) preparing
for and facilitating the inspection of Danek’s facilities, (7)
anal yzing, preparing and filing supplenental and anmendnents to
applications and the I|ike already filed wth governnental
authorities, (8) reviewing and conform ng with the requirenents of
| ocal Institutional Review Board and related authorities, 9)
revi ewi ng and conf orm ng with appl i cabl e r ei mbur senent
requi renents, all of which are denonstrated by the evidence
identified below. \Were required, Danek al so applied for and/or
obt ai ned regul atory approval in the United States by neans of the
applications listed in Table Two.
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(3) a third paragraph at page fifty-four describing in general
terms eleven activities of Medtronic.? The remai nder of
Medtronic’s 85-page response consists of objections, lists of
products and docunments with parenthetical descriptive information,
t hree sentences i dentifying possible witnesses as to these matters,
and an explanation or justification as to why certain proposed
products were not devel oped.

M chel son conpl ai ned t hat t he second suppl enental response did

(Shultz Declaration, Ex. 5 at 25.)

3 The third paragraph provides in full:

Danek al so i nvest ed consi derabl e tinme, resources and energy in
(1) researching nmarket needs and preferences and the marketing
activities of conpetitors, (2) selecting an appropriate format and
content for Danek’s pronotional activities for the products, (3)
planning for and executing the pronotion of the products, (4)
drafting, printing, and/or distribution of pronotional materials,
advertising, |l|abeling, scientific literature, and web sites
relating to the products, (5) preparing and organi zing sem nars,
conferences, and training sessions for Danek’s sales staff and for
consuner physicians concerni ng the products and associ at ed surgi cal
nmet hods and techni ques, (6) assisting custoner physicians with the
devel opnment and managenent of their practices and web sites with
the technical information relating to the products, including the
“Medt r oni cSof anor Danek”, “eSurgeon”, and “M/Spi neTool s” web sites,
(7) preparing and executing trade shows and exhi bits pronoting the
products, (8) preparing and obt ai ni ng the appropriate rei nbursenent
codes for the products, (9) preparing, researching, and anal yzing
mar ket and custoner surveys for the products, (10) investigating,
nonitoring, and responding to customer inquiries concerning the
products, and (11) facilitating custoner orders and t he response to
those orders, all of which are denonstrated by the evidence
I dentified bel ow.

(Schultz Declaration, Ex. 5 at 54.)
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not adequately differentiate between Medtronic’'s “best efforts”
rel ated to non-threaded products covered by the Purchase Agreenent
and “best efforts” related to threaded products covered by the
Li cense Agreenent. M chel son al so conplained that the narrative
was not sufficiently detailed and demanded a nore detailed
narrative. The parties net and conferred in an effort to resolve
t heir di sagreenments over Medtronic’s second suppl emental response.
Medtronic agreed to the extent possible to identify which products
fell under each of the two agreenents, to renove its objections,
and to provide a nore detailed narrative response.

After Mchelson filed the present notion to conpel, Medtronic
suppl enented its response to Interrogatory No. 17 a third tinme on
August 1, 2003. The third supplenental response consists of 140
pages of extensive, detailed narratives and identification of the
docunent ary evidence supporting Medtronic’s actions. The third
suppl emental response identifies nanes of people and the dates of
Medtroni c’ s actions and contai ns parenthetical expressions |inking
the documents to Medtronic’s actions. It also distinguishes
bet ween threaded and non-threaded inplants. It identifies nine
potential w tnesses who woul d have information responsive to this
interrogatory: M chael Demane, Law ence Boyd, Brad Estes, Eddie
Ray, Thomas MGahan, Richard Treharne, Liz Ebbers, Jenny MQCain,

and Bill Martin.



M chel son insists that the third supplenmental response stil
fails to conply with the court’s June 4, 2003 order and that
sanctions are still nandated. M chel son now conplains that
Medtronic’s third suppl emental response continues to blur threaded
and non-t hreaded devi ces and i nproperly identifies some products as
covered by both agreenents. Mchelson insists that it is virtually
i npossi ble for one product line to be covered by both agreenents
because the Purchase Agreenent covers non-threaded itens and the
Li cense Agreenent covers threaded itenms, and a product cannot
physically be both threaded and non-threaded at the sane tine.
M chel son al so conplains that the third response fails to include
a summary of the anticipated testinony of the witnesses identified
and also fails to include a narrative response for the category of
“proposed products.” M chel son further conplains about the
objections interposed by Mdtronic and Medtronic’'s use of
qgualifying |anguage. Medtronic counters that it cannot fully
separate its contentions by Agreenents because a nunber of its
devi ces incorporated technology covered under both agreenents.
Further, in response, Medtronic points out that it has w thdrawn
its objections and that M chelson can elicit testinmony from the
naned w tnesses through depositions.

After careful consideration of the briefs, the reply and the

sur-reply, the court concludes that Medtronic has acted in good



faith and has substantially conplied with the court’s order and
that sanctions are not warranted at this tine. In its third
suppl enent al response, Medtroni c adequately addressed M chel son’s
concerns and provided additional information to M chelson's
guestions. It appears to the court that Medtronic had agreed to
provide the additional information prior to the time M chel son
filed his notion to conpel even though the third supplenenta
response was not filed until after the notion to conpel was fil ed.

| f Medtronic had not filed a third suppl enental response, the
court was prepared to grant M chel son’s notion for the sanction of
pr ecl usi on. The second supplenental response was clearly
insufficient in that it consisted of only three narrative passages
despite the court’s instruction to provide a detailed, narrative
response. Over the course of this litigation, Medtronic and its
attorneys have anply denonstrated through their briefs and
nmenoranda to the court their ability towite | ong, narrative prose
passages when necessary. The nere fact that the response required
by the court would necessitate a | engthy narrative on Medtronic’s
part is no excuse for not providing an appropriate response
earlier. As it is, Medtronic’s dilatory behavior in providing an
appropriate response has required the court to expend precisous
ti me addressi ng the sane i ssue on several occasions. Nevertheless,

inlight of the third supplenental response, the court declines to
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| npose the sanction of preclusion at this tine.

As to the proposed products, however, Medtronic’'s description
of its efforts and reasons for not devel opi ng those product |ines
is still insufficient. Despite the fact these products were not
devel oped by Medtronic, Medtronic nust still explain in detail the
actions it took, if any, to develop and pronote each proposed
product covered by the Purchase Agreement. |f Medtronic took no
action as to a particul ar proposed product covered by the Purchase
Agreenent, then it should so state.

Medtronic’s use of qualifying |anguage such as “anong ot her
things,” is likewise inappropriate and is ordered stricken.
Medtronic can, however, seasonably supplenent its response in
accordance with the Federal Rules of Cvil Procedure, if it |learns
of additional activities related to a specific product |ine which
it omtted or failed to include in its response.

Inits Arended Menorandumin Qpposition to Defendant’s Motion
for Sanctions, Medtronic agreed to withdraw all its objections to
Interrogatory No. 17 set forth inits second and third suppl enent al
responses except attorney-client privilege and work product
obj ections. Accordingly, Mchel son’s conpl ai nts about Medtronic’s
obj ections are noot.

As to anticipated witness testinony, the court agrees wth

Medtronic that M chelson can procure this information through
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depositions and that M chel son has sufficient tine and nunber of
depositions in which to depose the persons identified by Medtronic.

Accordingly, Mchelson’s request for sanctions is denied.
Medtronic is ordered to supplenent its response as to proposed
products covered by the Purchase Agreenent within ten days of the
date of service of this order. Medtronic’s qualifying | anguage in
its third suppl enental response, such as “anong other things,” is
ordered stricken.

IT 1S SO ORDERED this 23rd day of Septenber, 2003.

DI ANE K. VESCOVO
U S. MAG STRATE JUDGE
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