IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

IN RE: Chapter 11

Case Nos. 00-389% (MFW)
through 00-825 (MFW)

INTEGRATED HEALTH SERVICES,
INC., et al.,

(Jointly Administered
Under Case No. 00-389% (MFW))

Debtors.

ROTECH MEDICAL CORFORATION,
et al.,

Plaintiffas,
Adversary No. A-00-1145 (MFW)

AN

BLOUNT MEMORIAL HOSPITAL, et

e e et Mt et i T et Tat et Mt et et et et et e e e

al .,
Defendants.
MEMORANDUM OPINION'
Before the Court iz the Motion of Defendant Blount Memorial
Hospital, Inc. {("Blount”) to Digsgolve Preliminary Injunction

entered in the above adversary proceeding brought against Blount
by RoTech Medical Corp. including Eastern Tennessee Infusion and
Respiratory, Inc., doing business as Fox Home Medical (“Fox” and
collectively “RoTech”). For the reasons set forth below, we deny

Blount’'zs Motion,

' This Opinion Constitutes the findings of fact and
conclusions of law of the Court pursuant to Federal Rule of
Bankruptey Procedure 70GZ.



T. BACKGROUND

On February 2, 2000, Integrated Health Services, Inc.
(v“IHG”) and certain of its direct and indirect subsidiaries,
including RoTech, filed veluntary petitions for relief under
Chapter 11 of the Bankruptcy Code. RoTech is in the home
reapiratory servicez business, providing home respiratory care,
home infusion therapy and durable medical equipment to patients
in rural areas. The plan of reorganization filed by RoTech and
certain of itz subsidiaries was confirmed on February 13, 2002.

On September 15, 2000, RoTech filed a Complaint against

Blount and others alleging, inter alia, interference with

contract rights, conversion, and alleged misappropriation of

confidential trade secrets. ERoTech also filed a motion for a

preliminary injunction seeking, inter alia, to enjoin Blount and
former employees of RoTech from unfairly competing with it. A
Temporary Restraining Order was igsued, expedited discovery was
undertaken and a hearing on the preliminary injunction was
conducted on September 26, 2000. By Decision and Order dated
November 9, 2000 (“the November 2 Order”), we found that Blount
had improperly received Fox’s customer list, as well as financial
and other business information about Fox. We concluded that an
injunction was necesgsary to prevent Blount from using that
information and additionally enjoined Blount from hiring certain

employees of RoTech. By Order dated January 5, 2001 (“the



January 5 Order”) we clarified our earlier Order and enjoined
Blount from directly contacting or soliciting any person who was
a customer of Fox prior to the date of filing of the adversary
proceeding for any service which Fox was providing or could have
provided,

On January il, 2001, Blount filed a Motion for Partial
Summary Judgment seeking to dismiss all claims for monetary
damages against it on the grounds of governmental immunity
pursuant to the Tennessee Covernmental Tort Liability Act
(“TGTLA”), By Decision and Order dated April 5, 2002, we granted
the motion.

On November 7, 2001, Blount filed the Mcotion to dissolve the
Orders dated November 9, 2000, and January 5, 2001, which granted
the preliminary injunction (“the Injunction Orders”). On
November 28, 2001, RoTech filed a Response in Opposition to
Blount's Motion. On December 4, 2001, Blount filed a Reply in
Support of ite Motien.

Singe the entry of the Injunction Orders, RoTech has
continued to operate its durable medical equipment (DME} supply
buginegs in the Maryville, Tennessee area. {Blount Brief at
Exhibit 3)., Blount also opened a DME facility in the Maryville
area on or about October 2000. In addition to the DME facilities
of Blount and RoTech, a third DME facility has opened in the

Maryville area gince the commencement of this adversary



proceeding. (Blount Brief at p. 5). Based on the foregcing

Blount asks us to diszolve our Injunction Orders.

II. JURISDICTTION
This Court has {urisdiction over this matter, which is a
core proceeding, pursuant to 28 U.S.C. §§ 1334 and 157 (b) (2) (A),

(B}, and (O).

IIT. DISCUSETON

It is well established that a court has the authority to
modify an injunction when changed circumstances make an

injunction unnecessary or inappropriate. ee Milk Wagon Drivers

Union of Chicage v. Meadowmoor Dairies, Inc., 312 U.5, 287, 298

{1941) {("familiar eguity procedure assures opportunity for
modifying or vacating an injunction when its continuance is no

longer warranted"}; Favia v. Indiana Univ. cof Penn., 7 F.3d 332,

337 (3d Cir. 1993} (modification of injunction proper where
changed circumstances makes continuance of injunction
inequitable); U.S. Office Products Co. v. Allied Office Supply,
Inc., 2001 WL 1820022 (Bankr. D. Del. Jul. 10, 2001). To wvacate
or modify the Injunctien Orders, we must assezs whether Blount
has made a showing that changed circumgstances warrant their

digcontinuation., See, e.qg., Franklin Twp. Sewerage v. Middlesex

Cty. Utilitieg, 787 F.2d 117, 121 (3d Cir. 198&).




In U.8. Office Producgts, former employees of the debtor who

were enjoined from competing with the debtor scught to dissolve a
preliminary injuncticon. The Court digsolved the injunction
becauge the debtor had zold the business te a third party and
there was no evidence that the injunction continued to benefit
the debtor. No sale has occurred in this case; RoTech continues

to operate the businegs in, inter alia, the Maryville, Tennessee,

area. RoTech asgerts and we agree that the purpose of the
Injunction Orders was to allow competition without giving Blount
the benefit of its ill-gotten information. The injunction has
and continues to protect RoTech from Blount's wrongful acticns.
Blount alleges that due to the passage of time since the
igsguance of the Injunction Orders, the actual or potential harm
which supported them has disgsipated. Specifically, Blount
alleges that the customer lists and financial data which they
returned in September 2000 to ReTech iz no longer useful since
cugtomers have changed dramatically sinece then. If that were
true, Blount would have no need toe seek disscolution of the
Injunction Ordersg. Further, the potential harm to RoTech remains
palpable to the extent anyone on that list remains its customer.
Blount alleges that the injunction hinders the development
of Blount in its own newly opened DME business, However, since
Blount is a hospital, and the largest referral source in the

county, its own customer basge ig continuously growing. The



Injunction Orders merely prevent Blount from utilizing RoTech’s
cugtomer listg, not from otherwise legal competitive behavier.
Furthermore, the opening of the DME business by Blount was
contemplated when Blount misappropriated the information from
RoTech. After all, that wag apparently why they wanted the
cugtomer liztag,.

With respect te the prohikbition on hiring RoTech’s employees
contained in the Injunction Orders, Blount alleges that the
prohibition serves no purpose and ghould bhe diszolved. Blount
further alleges that it has not hired any of RoTech’s employvees
and does not have any pogitionsg available. EBaged on that
aggertion, however, we cannot find any prejudice to Blount by
continuing the Injunction Orders. In contrast, allowing Blount
to hire any of RoTech’s employees would irreparably harm RoTech
gince the customers are likely to follow the employees to Blount.
Balancing the potential irreparable harm to RoTech against the
lack of prejudice te Blount convinces us the Injunction Orders

zhould remain.

Iv. CONCLUSTION

For the reasons set forth above, we deny Blount’s Motion Lo

Diggolve Preliminary Injuncticn.



An appropriate order is attached.

BY THE CQOURT:

Dated: April 12, 2002 rmﬂm(&m{é\

Mary F.Walrath
United States Bankruptcy Judge



IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE
IN RE: Chapter 11

Cage Nog. 00-389 (MFW)
through 00-825% (MFW)

INTEGRATED HEALTH SERVICES,
INC., et al.,

Debtors. (Jointly Administered

Under Case No. 00-385% (MFW))

ROTECH MEDICAL CORPOQRATION,
et al.,

Plaintiffs=,
Advergary No. A-00-1145 (MFW)
v.

BLOUNT MEMORIAL HOSPITAL, =t
al.,

e et et e et M e e et M e et et e e Mot T S et

Defendants.

CRDEER
AND NOW, this 12TH day of APRIL, 2002, upon congideration of
the Motion of Blount Memorial Hogpital, Inc., to Dissolve
Preliminary Injuncticn and the Regponge of the Debtors thereto,
for the reasons set forth in the accompanying Memorandum Opinieon,
it is hereby

ORDERED that the Motion is DENIED.

BY THE CQURT:

W AN e

Mary F. Walrath
United Stateg Bankruptcy Judge

cc: Bee attached
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