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.

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

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

Def endant s/
Count er cl ai nant s,

consolidated with

VEDTRONI C SOFAMOR DANEK, | NC. ,
and MEDTRONI C, | NC.,

Plaintiffs,
VS. No. 03-2055 MV

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

N N N N N N N N N N N N N N N N N N N N N N N N N N

Def endant s.

ORDER GRANTI NG DEFENDANTS MOTI ON FOR REFERENCE OF AEO DI SPUTES
TO SPECI AL MASTER

Before the court is the Mirch 23, 2004 notion of the
defendants, Gary K Mchelson, MD., (“Mchelson”) and Karlin
Technol ogy, Inc. (“KTlI”), seeking a court referral of certain
di sput es over docunents desi gnated as “CONFI DENTI AL | NFORVATI ON - -
ATTORNEYS EYES ONLY” (“AEO')to Special Mster Alan Balaran for

resol ution. The nmnmotion was referred to the United States



Magi strate Judge for determ nation. The plaintiff, Medtronic
Sof anor Danek, Inc. (“Medtronic”), tinmely responded on March 26,
2004. For the reasons that follow, the defendants’ notion is
gr ant ed.

Briefly, this case invol ves a di spute between the parties over
Medtronic’s rights to intellectual property invented by M chel son
in the field of spinal fusion technology. 1In the course of this
litigation, the parties’ have had nunerous di sputes over discovery
requests and the confidential and privileged nature of countl ess
docunents. In an effort to facilitate the exchange of docunents in
the discovery process, the court issued a protective order on
January 30, 2002, and an anended protective order on COctober 15,
2002, which enabled the parties to designate certain docunents

neeting the court’s criteria' as “CONFI DENTI AL | NFORMVATION - -

! The court’s January 30, 2002 order provides that docunents
desi gnat ed as “CONFI DENTI AL | NFORVATI ON -- ATTORNEYS EYES ONLY”
shall refer to docunents containing confidential information

that is commercial, financial or marketing in nature and
that the designating party reasonably and in good faith
believes is so highly sensitive that its disclosure to
persons of expertise in the area would reveal significant
business or financial advantages of the designating
party. It includes information that the designating
party reasonably and in good faith believes relates to
(1) current business/strategic plans, (2) sales, cost and
pricing information including future sales/financial
proj ections, (3) non-public marketing information
including future marketing plans, (4) recent detailed
sales and financial data, (5) customer lists, or (6)
ot her information of conpetitive, financi al, or
commerci al significance conparabletotheitens |listedin
this paragraph. The information that Dr. Gary M chel son
is entitled to under the provisions of prior agreenents
w th Medtroni c Sof anor Danek, Inc., regarding royalties,
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ATTORNEYS EYES ONLY.” The protective orders also provided that
t he proper procedure for challenging a parties’ designation of a
docunment as AEO is for the challenging party to give the
designating party “witten notice that identifies the relevant
designated i nformati on and states in reasonabl e detail the reasons
why the information should not be so designated.” Protective
Order, Medtronic Sofanor Danek, Inc. v. Mchelson, Cvil No. O01-
2373-MV at 13 (WD. Tenn., January 30, 2002).

After the court entered the January 30, 2002 and Cctober 15,
2002 protective orders, Medtronic proceeded to designate hundreds
of thousands of pages produced in “hard copy” formas AEO. (Defs.’
Mot. for Reference of AEO Disputes to Special Mster at 4.)
M chel son and KTI have contested many of those AEO desi gnati ons.
They contend that Medtronic has overused the AEO designation and
have asked Medtronic to de-designate many of its AEO docunents
pursuant to the procedure set forth in the protective orders.
(1d.)

According to the defendants, Medtronic has de-designated
ni nety percent of its challenged docunents thus far. (l1d. at 4-5.)
The de-designation procedure, however, has been very tine
consuming. Wth the trial date quickly approaching, the parties
have reached an agreenent that the special master should resolve

the defendants challenges to the AEO designations of: (1) all

however, shall not be desi gnat ed CONFI DENTI AL | NFORVATI ON
-- ATTORNEYS' EYES ONLY.

Protective Order, Medtronic Sof anor Danek, Inc. v. Mchel son, C vil
No. 01-2373-MV at 13 (WD. Tenn., January 30, 2002).

3



docunents, including docunents previously wthheld on privilege
grounds, produced in hard copy formafter Cctober 30, 2003; (2) all

docunent s produced prior to Cct ober 30, 2003 whose AEO desi gnati ons
Def endant s have al ready chal | enged but which Medtroni c has refused
to de-designate or reclassify as “Confidential Information;” and
(3) all electronic docunents regardl ess of when produced, provided,

however that the parties will use all reasonable efforts to avoid
chal I engi ng el ectronic docunents that were produced in hard copy
prior to Cctober 30, 2003. (Defs.” Mt. for Reference of AEO
Di sputes to Special Master at 1-2.) Medtronic, however, wants to
make the parties’ stipulation for referral of the enunerated AEO
docunent s conti ngent upon M chel son’s and KTI’ s agreenent to forego
their right to seek the referral of other AEOi ssues to the speci al

mast er . M chel son and KTl have refused to waive their right to
seek future referrals and filed the notion presently before the
court.

Because the parties have already agreed to refer certain AEO
designation disputes to Special Mster Balaran for resolution,
there is only one issue before the court regarding the terns of the
referral: Wether the parties nmust forego their right to seek a
reference of any ot her disputes relating to AEO desi gnati ons beyond
t hose provided for in the stipulation negotiated by the parties.
I n ot her words, M chel son and KTl seek referral of the agreed upon
AEO di sputes without prejudice to their ability to seek another
referral of AEO disputes at a |ater date.

At this tinme, the court grants the defendants’ notion to refer

the stipul ated categories of docunents designated as AEO to the



special master without prejudice to either parties’ right to nove
the court for reference of any other AEO disputes to the specia
master in the future or to nove the court for de-designation of any

i nformati on other than that enconpassed by the current reference.

Accordingly and in keeping with the parties’ proposals, Al an
L. Balaran is hereby appointed to serve as special naster to
resol ve the defendants chall enges to Medtronic’s AEO desi gnations
of the follow ng docunents: (1) all docunments, including docunents
previously wi thheld on privilege grounds, produced in hard copy
form after Cctober 30, 2003; (2) all docunents produced prior to
Cct ober 30, 2003 whose AEO designations Defendants have already
chal l enged but which Medtronic has refused to de-designate or
reclassify as “Confidential Information;” and (3) all electronic
docunents regardl ess of when produced, provided, however that the
parties will wuse all reasonable efforts to avoid challenging
el ectronic docunents that were produced in hard copy prior to
Cct ober 30, 2003. The parties nay appeal Special Master Bal aran’s
rulings or orders regardi ng AEO designations to the court pursuant
to Rul e 53 of the Federal Rules of Civil Procedure. Special Mster
Bal aran’s costs and fees will be split equally between Medtronic
and M chel son and KTI

To the extent that either party wi shes to contest any AEO
designation, that party nust provide witten notice that identifies
the rel evant designated i nformati on and state in reasonabl e detai
the reasons why the information should not be so designated; that

party also shall provide to the designating party copies of the



docunents of which the designations are contested. The designating
party shall then have five business days to agree to change or
remove the challenged designation(s) and shall, wthin three
addi tional business days, provide to the special master for in
canmera review any docunments for which it does not agree to change
or renove the chall enged designations. After an objection or
challenge to any designation nmade, such information shall be
treated according to the designation nade by the designating party
until the issue is resolved in witing by the parties or the
objection or challenge is decided by the special nmaster.

Al t hough the defendants’ notion is granted w thout prejudice

at this tinme, the court will not automatically refer other AEO
di sputes to the special naster. Any future notion seeking a
referral of other AEO disputes to the special master wll be

carefully reviewed onits nerits with strong consi deration given to
the tineliness of the notion.

I T 1S SO ORDERED this 20th day of April, 2004.

DI ANE K. VESCOVO
UNI TED STATES MAG STRATE JUDGE



