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By Andrew Pollack

April 23, 2005

LOS ANGELES, April 22 - Medtronic Inc., the medical device maker, said on

Friday that it would pay $1.35 billion to a surgeon turned inventor to gain

ownership of patents related to spinal surgery and to settle litigation between

them.

A federal jury ruled last fall that Medtronic should pay $559 million to the

inventor, Dr. Gary K. Michelson, and his company, Karlin Technology.

Medtronic said on Friday that it would pay $550 million to settle the lawsuit and

another $800 million to acquire the patents. The deal will also give Medtronic

rights to virtually all the spine-related inventions Dr. Michelson makes in the

next 15 years.

Dr. Michelson, who lives in Los Angeles, said that he was pleased with the deal

and that he hoped to work with Medtronic to help the company make use of his

patents. He said he had been too busy to do any inventing since the litigation

began in 2001.

"I'm obviously very pleased that we can put this behind and move ahead and do

something that is actually going to help somebody," he said on Friday. Dr.

Michelson, who was already wealthy from royalties on his inventions, said he

would put at least $200 million of the new money into a medical foundation he is

starting.
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Medtronic, which had previously called the jury award excessive and unjustified,

on Friday portrayed its settlement as a strategic acquisition. Michael DeMane,

president of Medtronic's spinal subsidiary, Sofamor Danek, said on a conference

call with analysts that the patent portfolio would "enhance our leadership

position."

The acquisition of the roughly 700 issued or pending United States and foreign

patents would also relieve Medtronic of having to pay royalties to Dr. Michelson.

Company executives said royalties would have totaled about $40 million this

year.

The deal will also end the threat that Medtronic would be stopped from selling

spinal products because of infringement. Its spinal business is bringing in about

$1.8 billion a year now, Mr. DeMane said. Medtronic, based in Minneapolis, had

overall revenue of $9.1 billion in its latest fiscal year. Its shares fell 61 cents, or 1.2

percent, to $50.54 on the New York Stock Exchange on Friday.

Dr. Michelson, who is 56, said he began inventing because he had unusually large

hands. Some of his spinal surgery patients were scared because large incisions

would be needed to accommodate his hands.

"I said this can't be right," Dr. Michelson recalled. "There must be a way to do

this surgery without the surgeon's hand going in."

So he began developing ways to do spinal surgery less invasively, including

various types of cages used in spinal fusions. The inventions kept coming.

"He has the largest spinal patent portfolio of anyone, by a lot," said John J.

Viscogliosi of Viscogliosi Brothers, a New York venture capital company

specializing in orthopedics. "These are real fundamental core patents in spinal

surgery."

Mr. Viscogliosi said Medtronic's decision to buy the patents was a brilliant move

because it gave the company more leverage over competitors. The deal requires

an antitrust clearance from the federal government.
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A search of the United States patent database turned up 153 patents issued to Dr.

Michelson since 1984. While most are related to spinal surgery, there are others,

like one for an ergonomic gun handle and one for an improved paper clip. Dr.

Michelson said that when he invents, he works nights and weekends at his

kitchen table or in his garage.

Dr. Rick Sasso, a spinal surgeon from Indianapolis, said he did not think that Dr.

Michelson's ideas were all totally original, but that he was very adept at getting

patents. "He didn't make any of those things," Dr. Sasso said. "He didn't

manufacture. He got some ideas and wrote them on a piece of paper and filed

them with the patent office."

Dr. Michelson said that his patents were upheld by the courts and that he had

made prototypes of his inventions.

He has licensed his patents to several companies and has been involved in a

number of lawsuits. "I guess that's because I won't roll over," he said, saying that

he defends himself when he is sued by companies wanting to use his inventions

without paying.

He had licensed some patents to Sofamor Danek in the early 1990's; the

company was acquired by Medtronic for $3.3 billion in 1999.

In 2001, Medtronic sued Dr. Michelson, saying he had failed to recognize its

rights and was interfering with its business by trying to sell inventions to other

companies. Dr. Michelson countersued, accusing Medtronic of not using its best

efforts to develop his inventions and of manipulating its accounting to deprive

him of royalties. He won the litigation, which eventually led to Friday's

settlement.

He quit being a surgeon a few years ago to devote time to his inventions and to

setting up a medical foundation. Karlin Technology, the patent-licensing

company that Dr. Michelson named for his grandfather, is now owned by a trust

that would benefit his foundation.



22.02.20 11:28Medtronic to Pay $1.35 Billion to Inventor - The New York Times

Seite 4 von 4https://www.nytimes.com/2005/04/23/business/medtronic-to-pay-135-billion-to-inventor.html

He said the foundation's agenda is not yet set but he wanted it to have a big

impact in some new area of medicine like stem cells or nanotechnology.

People who know him say he lives a relatively modest lifestyle given his wealth.

Dr. Michelson said he drove a PT Cruiser. He likes to water ski and snow ski and

is a pilot. He said his main interest was not the money, and he compared the

inventions to children.

"I'm heavily invested in these inventions," he said. "Those are my legacy. I want

them to see the light of day. I want to see them helping people where they will

make a difference."


