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ENTEX TECHNOLOG ES, | NC. ,
WAYNE FLOURNOY,

Rl CHARD PEHRSON and
SARAH HUBBELL,
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Def endant s

APPEARANCES:

JOSEPH E. WOLFSON, ESQUI RE
DEAN R BATSON, ESQUI RE
On behal f of Plaintiff

JOHN A GUERNSEY, ESQUI RE

RACHEL B. WEI L, ESQUI RE
On behal f of Defendants

OP1 NI ON

JAMES KNOLL GARDNER,
United States District Judge

This matter is before the court on the oral Mtion for
Judgnent on Partial Findings in Accordance with Rule 52(c) of the
Federal Rules of Civil Procedure, which notion was made by
counsel for defendants in open court on the record at the close
of plaintiff’s case-in-chief on Decenber 20, 2004 at the hearing
on Plaintiff’s Mdtion for Prelimnary Injunctive Relief, which

nmotion was filed August 17, 2004. After oral argunent conducted



before the undersi gned Decenber 20, 2004, and for the reasons
expressed bel ow, we grant defendants’ oral notion for judgnent on
partial findings pursuant to Rule 52(c) and dismss Plaintiff’s
Motion for Prelimnary Injunctive Relief.

JURI SDI CT1 ON

Jurisdiction is based upon federal question
jurisdiction pursuant to 28 U.S.C. 88 1331 and 1441(b). The
court has supplenental jurisdiction over plaintiffs’ pendent
state law clains. See 28 U S.C. 8§ 1367. Venue is proper
pursuant to 28 U.S.C. 8§ 1391(b) because a substantial nunber of
the events giving rise to plaintiffs’ clains allegedly occurred
inthis judicial district.

SUMVARY OF DECI SI ON

Plaintiff Brentwood Industries, Inc. had an Excl usive
Li cense Agreenent with fornmer defendants, collectively referred
to as “Apex”, to market and install an industrial fabric product
pat ented by Apex, known as Bi oWweb. The product can be used to
purify the water in wastewater plants and sewage treatnment
systens. The product enhances the growth of bacteria, which is
beneficial in renoving waste products and filtering sewage.

Def endant Wayne Fl ournoy was enpl oyed by plaintiff as
the Director of Brentwood' s Water and WAstewat er Divi sion.
Def endant Sarah Hubbell was the Project Manager for Brentwood s

Bi oweb project. Defendant Ri chard Pehrson was hired by Brentwood



as a consultant to help pronote and sell Bi oWb.

M. Flournoy was term nated wi thout notice fromhis
position at Brentwood. Subsequently, he and M. Pehrson fornmed a
conpany known as Entex, which is also a defendant in this case.
Entex presented a plan to Apex to market Bi oWb and requested
Apex to grant themthe exclusive license to distribute the
product. Thereafter, Entex hired Ms. Hubbell away from
Br ent wood.

Over a period of three years Brentwood failed to nake
its m nimum annual guaranteed purchase of Bi oWb from Apex as
requi red by Brentwood s Excl usive Licensing Agreenent with Apex.
As a result Brentwood determned it could not neet the m ni num
purchase requi renents of the agreenent and termnated its
exclusive license to market and sell Bi oWwb. Apex then granted
the exclusive rights to Entex.

Brentwood filed this |awsuit agai nst Apex, Entex,

Fl our noy, Pehrson and Hubbell. Plaintiff alleges seven causes of
action for violations of the federal Lanham Act, and six pendent
state-law cl ai ns.

Brentwood filed a notion for prelimnary injunctive
relief on nunerous grounds. At the commencenent of the hearing,
plaintiff narrowed its request to the issuance of two prelimnary
i njunctions: one agai nst defendant Pehrson to prohibit himfrom

violating the terns of a restrictive covenant not to conpete with



plaintiff; and another agai nst defendants Entex, Fl ournoy,
Pehrson and Hubbell to prohibit themfromunfairly conpeting with
plaintiff by using allegedly m sappropriated trade secrets or
confidential material.

At the close of plaintiff’'s case-in-chief at the
prelimnary injunction hearing before the undersigned, defendants
moved for judgnment on partial findings in accordance with Federal
Rule of Cvil Procedure 52(c). After oral argunent, we took the
mat t er under advi senent. Hence this Opinion.

For the follow ng reasons we granted defendants’ notion
for judgnent on partial findings and denied plaintiff’s notion
for prelimnary injunctive relief.

Because we conclude that plaintiff Brentwood breached
its Exclusive License Agreenent with Apex by failing to satisfy
its mninmum purchase requirenents from Apex, plaintiff’s non-
conpetition clause with Pehrson is void and of no effect by
operation of the |l anguage of Article 5 of plaintiff’s consulting
agreenent with Pehrson. That Article provides that Pehrson shal
be relieved of any restrictions in his non-conpete clause with
Brentwood in the event of Brentwood' s breach of contract on the
Bi oweb License Agreenent wth Apex.

Because the non-conpete clause is void, plaintiff
cannot show a |ikelihood of success on the nerits of its notion

for a prelimnary injunction. Therefore, we deny Brentwood’ s



request for an injunction to enforce its non-conpetition cl ause
agai nst Pehrson.

We conclude that plaintiff cannot establish that the
information it seeks to protect is a trade secret because
plaintiffs have taken no steps to protect any of the information
it seeks to be declared a trade secret or proprietary
i nformati on, because the information has little or no value to
plaintiffs, because defendants have no real interest in nost of
the informati on sought to be protected, because much of the
information could be easily acquired by defendants and because a
good portion of the information has already been di ssem nated
under circunstances that do not indicate the need for trade
secret protection.

Accordi ngly, because plaintiff cannot establish a trade
secret, we conclude that plaintiff does not have a |ikelihood of
success on the nerits of its claimfor m sappropriation of trade
secrets. Thus, it is not entitled to a prelimnary injunction
prohi biti ng defendants Entex, Flournoy, Pehrson and Hubbell from
unfairly conpeting with plaintiff by using m sappropriated trade
secrets or confidential materials.

In addition, plaintiff has failed to establish that it
will suffer irreparable injury if an injunction is not granted.
A prelimnary injunction wll harm defendants nuch nore than

plaintiff because plaintiff no |onger has any right, title or



interest in the Biowb |license and defendants are the current
license holders. Finally, any injury suffered by plaintiff is
fully conpensabl e by noney danages.

STANDARD OF REVI EW

Prelimnary | njunction

In considering a notion for prelimnary injunction the
court has to | ook at four factors: (1) the |ikelihood of success
on the merits; (2) the extent of irreparable injury fromthe
conduct conplained of; (3) the extent of irreparable harmto the
defendants if a prelimnary injunction issues; and (4) the public

i nterest. C ean Qcean Action v. York, 57 F.3d 328, 331

(3d Gir. 1995).

To denonstrate irreparable harm the noving party nust
show that the potential harm cannot be redressed by a | egal or
equitable renedy following a trial. A prelimnary injunction
must be the only nmeans of protecting the noving party. |If
nmonet ary damages wi || adequately conpensate the noving party, a

prelimnary injunction should not be issued. See Canpbell Soup

Conpany v. ConAgra, Inc., 977 F.2d 86, 91 (3d Cr. 1992).

PROCEDURAL HI STORY

On August 17, 2004 plaintiff Brentwood |ndustries,
Inc., (“Brentwood”) filed its Conplaint in this matter. Inits
Compl aint, plaintiff nanmed seven defendants includi ng Apex

Aridyne Corp., Apex MIIs Corporation and Apex Texicon, Inc.



(collectively “Apex” or “Apex defendants”), Entex Technol ogi es,
Inc., (“Entex”), Wayne Fl ournoy, (“Flournoy”) Richard Pehrson
(“Pehrson”) and Sarah Hubbel |l (*Hubbell™).

Plaintiff alleges seven causes of action. Count |
avers violations of the federal Lanham Act! agai nst al
defendants. All remaining counts all ege pendent state-I|aw
claims. Count Il alleges unfair conpetition against al
defendants. Count II1l avers m sappropriation of trade secrets
agai nst all defendants. Count |V asserts breach of contract
agai nst the Apex defendants. Count V alleges tortious
interference with contractual relations agai nst defendants Entex,
Fl our noy, Pehrson and Hubbell. Count VI clainms a breach of
fiduciary duties agai nst defendants Fl ournoy, Pehrson and
Hubbell. Finally, Count VII avers breach of restrictive covenant
agai nst def endant Pehrson.

On August 17, 2004 plaintiffs filed the underlying
Motion for Prelimnary Injunctive Relief and a Mtion for
Expedi ted Di scovery. On Septenber 21, 2004, the Mtion of
Def endant s/ Counterclaim Plaintiffs Entex Technol ogies, Inc.,
Wayne Fl ournoy, Richard Pehrson and Sarah Hubbell for Prelimnary
I njunctive relief was fil ed.

By two separate Orders of the undersigned dated

Cct ober 21, 2004 we approved the Stipulation of the parties to

1 15 U.S.C. 88§ 1051-1127



permt pre-hearing discovery, set a schedule for subm ssion of
proposed findings of fact and concl usions of |aw together with
all pre-hearing subm ssions in support of, or in opposition to,
the cross-notions for prelimnary injunctive relief. Moreover,
we schedul ed a hearing on the cross-notions for injunctive relief
for Novenber 22-23, 2004.

On Novenber 22, 2004, at the commencenent of the
hearing on the cross-notions for injunctive relief, the parties
infornmed the court that all issues between plaintiff and the Apex
def endants had been resolved. On Decenber 28, 2004 a signed
Stipulation and Order of the undersigned were filed nenorializing
this agreenent.

Mor eover, on Novenber 22, 2004, as a result of the
settl ement between Brentwood and Apex, defendants Extex,

Fl our noy, Pehrson and Hubbell w thdrew their notion for
prelimnary injunctive relief. 1In addition, plaintiff limted
its nmotion for injunctive relief to two distinct issues: (1)

whet her plaintiff is entitled to a prelimnary injunction agai nst
def endant Pehrson to prohibit himfromviolating the terns of a
restrictive covenant not to conpete with plaintiff; and (2)

whet her plaintiff is entitled to a prelimnary injunction to
prohi bit defendants Entex, Flournoy, Pehrson and Hubbel |l from
unfairly conpeting with plaintiff by using allegedly

m sappropriated trade secrets or confidential materials.



On Novenber 22, 23, 29 and Decenber 20, 2004 we
conducted hearings conprising the case-in-chief on Plaintiff’s
Motion for Prelimnary Injunctive Relief. The court heard
testinony fromfour plaintiff wi tnesses and one defense w tness.?
In addition plaintiff introduced 69 exhibits into evidence at the
heari ng and defendant identified 17 exhibits.

At the close of plaintiff’'s case-in-chief, defendants
made the within notion to dismss pursuant to Rule 52(c).

RULE 52(c) MOTI ON

Rul e 52(c) of the Federal Rules of Civil Procedure
provi des:
(c) Judgnent on Partial Findings.

If during a trial without jury a party
has been fully heard on an issue and the
court finds against the party on that issue,
the court nmay enter judgnent as a matter of
| aw agai nst that party with respect to a
cl ai m or defense that cannot under the
controlling | aw be mai ntai ned or defeated
wi t hout a favorable finding on that issue, or
the court may decline to render any judgnent
until the close of all the evidence. Such a
j udgnent shall be supported by findings of
fact and conclusions of |law as required by
subdi vision (a) of this rule.

2 Plaintiff offered the testinmony of Mchael Wittenore, Vice-

Presi dent of Brentwood; Dr. Curt MDowell, Manager of Engineering for the

Wat er and Wastewater G oup of Brentwood; David Krichten, National Sales
Manager of the Water Technol ogy G oup; and defendant Sarah Hubbell as of cross
exam nation. |In addition, by agreement of the parties, defendant presented
the testinony of Edward Schlussel, President of the Apex conpanies, out-of-
turn in plaintiff’s case-in-chief to acconmpdate the schedul e of that wi tness.
Because plaintiff offered the deposition testinony of M. Schlussel as part of
its case-in-chief, we considered the live testinony of M. Schlussel as well
as his deposition testinobny in our decision.

-9-



The pertinent section of Rule 52(a) states:

In all actions tried upon facts w thout a
jury...the court shall find the facts
specially and state separately its
conclusions of law thereon...and in granting
or refusing interlocutory injunctions the
court shall simlarly set forth the findings
of fact and conclusions of |aw which
constitute the grounds of its action.

I n maki ng our determ nation pursuant to Rule 52(c) we
may meke appropriate findings of fact and resol ve disputed

factual questions on a partial record. See Rego v. ARC \Water

Treat ment Conpany of PA, 181 F.3d 396 (3d Cr. 1999).

FI NDI NGS OF FACT

Based upon the pleadings, exhibits, deposition
testinmony, the joint findings of fact submtted by the parties,
the testinony of the witnesses and stipulations at the hearings
conduct ed Novenber 22, 23, 29 and Decenber 20, 2004, and based
upon the credibility determ nati ons nade by the undersigned
pursuant to Rules 52(a) and (c), the court makes the follow ng

findings of fact.?

3 By Order of the undersigned dated and filed Cctober 21, 2004 we

approved the stipulation of the parties concerning the scheduling of the
cross-nmotions for injunctive relief. Paragraph 4 of the Stipul ation provides:
“The parties shall further submit to the Court no later than Novenber 12,
2004, all evidence in support of, or in opposition to, the cross notions for
prelimnary injunctive relief by affidavit, deposition, or adm ssion, except
for those matters that require credibility determ nations by the Court or

i nvol ve conpl ex expert testinony.”

Accordingly, for purposes of our Findings of Fact, we consider the

deposition testinmony of any witness not called during the hearings on this
matter to be uncontested.
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1. Plaintiff Brentwood is in the business of, anong
ot her things, the research, design, manufacture and supply of
wast ewat er and sewage treatnment systens.

2. Former Apex defendants are the manufacturers of a
patented industrial fabric technol ogy known by the trade nanme
Bi oWeb.

3. Apex is in the business of manufacturing industri al
fabrics.

4. From 1998 through early 2003 def endant Wayne
Fl our noy was enpl oyed by Brentwood as Brentwood s Director of
Wat er and Wastewat er Division of the Water Technol ogy G oup.

5. In January 2003 M. Flournoy was term nated w t hout
notice fromhis position at Brentwood.

6. In March 1999 Apex engaged defendant Richard
Pehrson to help pronmote and sell Bi oWweb, including finding a
Iicensee for the distribution of Bi oWwb. Soon thereafter,
Pehrson cal |l ed Fl ournoy about Bi o\Web.

7. In 1999 defendant Sarah Hubbell was hired by
Brentwood as a sales engineer. 1n 2002 she assuned the position
of Product Manager for Brentwood’ s Bi oWeb project. Ms. Hubbel
held this position wth Brentwood until July 2004.

8. BioWwb is a patented technol ogy consisting of high
strengt h, hexagonal nesh, rope-type, fixed filmnedia for use in

I ntegrated Fixed-film Activated Sludge (“I FAS’) systens and in

-11-



Bi oBaf f| e | agoon upgrades. The Bi oWb product enhances the
growt h of bacteria, which increase the renoval of organic and

ni trogen conponents from waste product streans thereby enhancing
the efficiency of an existing waste water system w t hout

i ncreasing the size of the activated sludge basin.

9. The presence and increased growh of bacteria in
sewage treatnent systens is beneficial in renoving waste products
and filtering sewage.

10. On June 30, 1998 the Bi o\b patent was issued to
its inventor, Edward Schlussel, the President of Apex.

11. On August 24, 1999, Ms. Hubbell signed an
Enpl oyee I nnovation and Proprietary Information agreenent in
whi ch she agreed, anong ot her things:

(a) not to use, publish, or otherw se

di scl ose, except as nmy Brentwood duties
require, either during or after ny enpl oynent
by Brentwood, any secret, confidential or
proprietary information, trade secrets or
data, including conputer source code, of
Brentwood, or any of its custoners,

associ ated conpani es of the |ike, whether of
a technical or business nature unless such
use, publication, or disclosures is nade with
prior witten consent of Brentwood;

(b) not to disclose or utilize in connection
with any work done with or for Brentwood any
secret, confidential or proprietary
information or trade secrets of others,

i ncludi ng any prior enployer, which are not

i ncluded within the scope of this [Enployee
| nnovati on and Proprietary] Agreenent; and

(c) Upon term nation of my enployment with
Brentwood, for any reason, | shall not renove

-12-



or retain, and shall pronptly deliver to
Brentwood, all draw ngs, blueprints, manuals,
| etters, notes, notebooks, records, data,
equi pnent, conputer printouts and all other
materials of any nature and all copies

t hereof, which are in ny possession and/or
control and which are the property of

Br ent wood.

12. In md-1999, Bi oWwb had been successfully
installed in two wastewater plant facilities, but the devel opnent
and commerci al potential for the use of Bi oWb in wastewater and
sewage treatnent systens was inconplete as there were technica
and marketing hurdles to be overcone.

13. After internal neetings and di scussions, including
a neeting with the Executive Comnmttee of Brentwood’ s Board of
Directors, M. Flournoy received approval to nove forward with
respect to BioWwb. Brentwood then entered into negotiations with
Apex for license rights to Biowb and with M. Pehrson for his
services as a consultant.

14. Apex and Brentwood entered into an Excl usive
Li cense Agreenent dated February 1, 2000.

15. Section 1.4 of the Exclusive License Agreenent
named Brentwood the exclusive |licensee of BioWwb for use in water
and wastewater treatnent applications in the United States,
Canada and Mexico. Furthernore, in Section 2.1 of the Exclusive

Li censi ng Agreenent Apex granted Brentwood “all rights and

privileges to a sole and exclusive license” for BioWwb in the

- 13-



territories set forth in the agreenment. Finally, in Section 2.5
of the Exclusive License Agreenent Apex granted Brentwood a right
of first refusal for the exclusive license to BioWb in other
international territories and other environnmental markets.

16. Section 3.1 of the Exclusive License Agreenent
required Brentwood to commt a specific initial investnent of at
| east $150, 000 during the first 18 nonths of the agreenment for
various activities including: product hardware devel opnent,

i ncl udi ng devel opi ng conpetitive franme system retaining the

sal es and marketing services of M. Pehrson; paying M. Pehrson’s
travel and |iving expenses; and devel opi ng and expandi ng Bi oWb
mar keting material including brochures, application guidelines,
case studies, advertisenents and purchasing product sanples for
distribution to sales representatives and potential custoners.

17. Section 7.1 of the Exclusive License Agreenent
provi des:

Brent wood and/or Apex may el ect to provide or
di scl ose certain valuable information and/or
technol ogy which is of a confidential nature
(“I'nformation”) concerning any or all of the
foll ow ng: trade secrets, know how,

i nventions, techni ques, processes, contracts,
financial information, sales and marketing

pl ans, and other information and busi ness

pl ans. Such Information to be held in
confidence shall be clearly marked in witing
as “Confidential”, wthout such clear

desi gnati ons, any obligations hereunder shal
not be applicable.

-14-



18. On February 18, 2000, pursuant to the Exclusive
Li cense Agreenent, Brentwood entered into a separate agreenent
with M. Pehrson (“Pehrson Agreenment”) to retain his services as
a consultant for an initial period of one year. That agreenent
was subsequently nodified and extended for an additional year.
19. The Pehrson Agreenent provides that M. Pehrson’s
services were to be focused on the sales and marketing of Bi oWeb
for Brentwood and that these services included such areas as
busi ness pl anni ng, sales and marketing program devel opnent and
execution, filed inplenentation of sales force training, sales
calls with sales representatives, attendance at state and
national trade shows, project devel opnment and followup and bid
strategy and i npl enentati on.
20. Article 5 of the Pehrson Agreenent provides:
In the event this Agreenment term nates,
Pehrson Associ ates hereby agrees for a
m ni mum period of five (5) years not to sel
or license a product which would be in direct
conpetition with Brentwood | ndustries. This
Article 5 shall be void and of no effect, and
Pehrson Associates shall be fully relieved of
any restrictions under the foll ow ng
ci rcunst ances:

1.1.1 1In the event of breach of
contract by Brentwood under this Agreenent.

1.1.2 In the event of Brentwood’ s
breach of contract on the Bi oWb License
agreenent w th Apex.

21. The Pehrson Agreenent al so includes a provision in

whi ch M. Pehrson (and Pehrson Associ ates) agreed that he “shal
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not publish, copy or disclose any Information to any third party
W thout prior witten approval from Brentwood, and shall use its
best efforts to prevent inadvertent disclosure of the Information
to any third party....”

22. The Pehrson Agreenent defines “Information” as
“certain valuable informati on and/or technology which is of a
confidential nature...concerning any or all of the foll ow ng:
trade secrets, know how, inventions, techniques, processes,
contracts, financial information, sales and marketing plans, and
ot her information and busi ness plans.” Furthernore, the
agreenent provides: “Such information to be held in confidence
shall be clearly marked in witing as “Confidential”, wthout
such cl ear designation, any obligations hereunder shall not be
applicable.”

23. Brentwood used the trade nane Accuweb to refer to
t he Bi oweb product.

24. Prior to M. Flournoy' s termnation in January
2003, defendants Fl ournoy, Hubbell and Pehrson constituted the
Brent wood Bi oWeb/ AccuWeb “teant and were involved wth the
research, technical devel opnent, marketing and pronotion of
Bi oweb on behalf of Brentwood. |In addition, M. Flournoy, Dave
Krichten, Mke Wittenore and Dr. Curt McDowell were involved in

the | eadership and direction of the project.
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25. Dr. MDowell was assigned to put the design
material for BioWb into usable form including preparing
spreadsheets, Excel nodels and other conputer prograns for
costing and other tasks. As a result of his efforts,

Dr. McDowell created a process design nodel for Bi oWb

26. The process design nodel created by Dr. MDowel |
i ncorporated publically available material into a spreadsheet to
enabl e efficient design of a Bi oWwb system

27. Dr. McDowel|l changed the way that the anount of
Bi oWwb was determ ned for use in a specific installation.
Specifically, Dr. MDowell changed froma surface area kinetics
cal cul ation base to a bionmass wei ght as a design basis.

28. M. Flournoy encouraged Dr. MDowell to nove past
using a biomass weight as a design basis, but was interested in
the testing that Dr. MDowell was perform ng.

29. M. Pehrson was adamant that a different design
approach was needed and he recommended reverting to the kinetic
basis used in the past. Dr. MDowell was adamant that bionass
wei ght provi ded the correct design basis.

30. Brentwood installed BioWwb in four different
facilities (Mamaroneck; Mathews, Virginia; Wndsor Locks; and
Donner Summ t) and none of these projects have been conpletely
successful or have net the expectations of either Brentwood or

t he purchaser

-17-



31. The Exclusive License Agreenent required Brentwood
to spend a m ni nrum of $150, 000 between February 1, 2000 and
August 1, 2001 to market and devel op Bi oWweb. Brentwood nmet this
initial requirenent.

32. Section 3.2 of the Exclusive License Agreenent
cont ai ned m ni num guar ant eed purchases of Bi oWb that Brentwood
was required to purchase fromApex in order to maintain its
exclusive license to sell Bi oWeb

33. Brentwood s m ni num guar ant eed purchase
requi renent from August 1, 2001 to July 31, 2002 was $150, 000.
Brentwood failed to make its m ni num guarant eed purchase of
Bi owb for the 2001-2002 contract year, purchasing only $117, 588
of Bi oWeb instead of the required $150, 000.

34. Brentwood s m ni nrum guar ant eed purchase of Bi o\&b
for the period from August 1, 2002 to July 31, 2003 was $300, 000.
Brentwood did not neet this m ninmum purchase requirenent.

35. Brentwood’ s m ni num guar ant eed purchase of Bi oWb
for the period from August 1, 2003 to July 31, 2004 was $500, 000.
Brentwood did not neet this m ninmum purchase requirenent.

36. On April 23, 2003 M ke Wiittenore, in his capacity
as Vice-President of Brentwood, wote Apex, “This letter is to
act as the witten declaration to reject the conmtnent to the
M ni mum Guar ant eed purchases of $500, 000 for the year 8/1/03 -

8/1/04 per the contract.” 1In the sane letter, he further
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i nformed Apex that Brentwood would not be able to neet the

m ni mum guar ant eed purchase requirenments under the Excl usive

Li cence Agreenent for the contract year August 1, 2002 through
July 31, 2003. In addition, M. Whittenore infornmed Apex that
“[d] espite this lack of sufficient new orders, Brentwood
continues to believe in this product and would |i ke to continue
t he devel opnent of this market and product on behal f of Apex and
our own investnents of tinme, noney and reputation.”

37. Section 3.2.2 of the Exclusive License Agreenent
provi des: “Any such witten notification by Brentwood to reject
t he M ni num Guar ant eed Purchases automatically term nates this
agreenent.”

38. On April 29, 2003 Apex and Brentwood had a neeting
during which there was di scussi ons about comng to an alternative
arrangenent and the future rel ationship between Apex and
Brentwood. Moreover, it was agreed that M. Whittenore, on
Brentwood’ s behal f, would send to Apex proposed revisions to the
Excl usi ve Licensing Agreenent.

39. On May 29, 2003 M. Wi ttenore, on behal f of
Brentwood, sent a letter to Apex regarding the proposed revisions
to the Exclusive License Agreenent. That sane day, M.
Whittenore and M. Schlussel spoke about the proposed revisions.
The parties did not conme to any agreenent on the issue of a

revi sion of the Exclusive License Agreenent.
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40. In July or August 2003 M. Schlussel contacted M.
Fl our noy who was now wor ki ng for anot her conpany Kal dnes, to
informhimthat the license for Bi oWwb was avail able and to gauge
his interest in selling Biowb. M. Flournoy replied that his
new enpl oyer was not interested selling Bi oWeb.

41. On August 14, 2003 M. Schlussel, in his capacity
as President of Apex, faxed a proposed addendumto the Excl usive
Li cense Agreenent to Brentwood which included a proposed
extensi on of the Exclusive License Agreenent beyond the contract
year ending July 31, 2003. The August 14, 2003 proposal included
| anguage that asked M. Whittenore to sign the proposal if he
agreed to it.

42. The proposed agreenent sent by M. Schl ussel
i ncl uded a $100, 000 m ni mum purchase by Brentwood for the period
8/1/03 to 7/31/04, an agreenent that Brentwood had not net its
contractual obligation for the 2002-2003 fiscal year and ot her
terms and conditions regarding how the parties would proceed into
the future.

43. Neither M. Wiittenore nor anyone el se at
Brent wood ever signed the August 2003 proposal. Mbreover, no
witten addendum revision, extension or other nodification
containing terns and conditions that were agreeable to both
parties to the Exclusive Licensing Agreenent was ever signed by

Brent wood or Apex.
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44, Section 8.2 of the Exclusive License Agreenent
provi des: “This agreenent may not be anmended, or any of its
provi si ons wai ved unl ess pursuant to an instrunment signed by both
parties.”

45. After August 2003 Brentwood continued to devel op
the technical and marketing information necessary to
commerci al i ze Bi oWeb

46. I n Cctober 2003 Brentwood began operating a
“wet | ab” to test Bi oWweb under nunerous conditions. This testing
i ncluded testing Bi oWwb agai nst ot her nedi a because Brentwood was
consi dering dropping the Bi oWweb product line entirely because of
the failed BioWwb installations and the | ack of financial success
with Bi oweb.

47. Brentwood participated in the Water Environnent
Federation’s Techni cal Exhibition and Conference (“WEFTEC') 2003
in Los Angeles, California during which Brentwood displayed and
advertised Bi oWwb. Moreover, at WEFTEK 2003 Brentwood was
presented the 2003 | nnovative Technol ogy Award- Process Equi pnent
Category for its work with Bi oVb

48. During Decenmber 2003 and January 2004 Brentwood
and M. Pehrson conducted negotiations for M. Pehrson to work
full-time with Brentwood to pronote Bi oWwb. Brentwood consi dered
hiring M. Pehrson to replace Ms. Hubbell and to upgrade and

inprove its efforts to comrercialize Bi oWwb. These negotiations
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did not result in an agreenent.

49. In January 2004 M's. Hubbell announced she was
pregnant. She informed Daveid Krichten that after the birth of
her child she sought to obtain a position within Brentwood that
woul d not require her to travel and was |ooking for a part-tinme
position. Brentwood refused to offer her a part-tinme position.

50. In February 2004 M. VWhittenore infornmed Brentwood
enpl oyees that Ms. Hubbell was pregnant and that she woul d be
| eavi ng the conpany when her child was born and woul d not be
returning.

51. In February 2004 representatives of Brentwood and
Apex including M. Schlussel, M. Wiittenore and M. Pehrson
conducted a tel ephone conference call regarding Brentwod’ s
current sales efforts wth respect to Bi oWb, including
Brentwood’ s efforts and commtnent to BioWwb in the future. M.
Whittenore indicated that Brentwood was commtted to funding

Bi oveb t hrough 2005. The parties agreed that M. Pehrson should

pursue an international |icense for Bi oWweb under the AccuWeb
name.

52. Follow ng the February 2004 conference call, M.
Pehrson followed up on the international |icensing of BioWb in

numer ous countries including anong others Gernmany, Australia,
Spain and Belgium M. Pehrson indicated that he was a

consultant to Brentwood with regard to international |icensing.
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53. On April 14, 2004 M. Pehrson contacted M.
Fl our noy, who was no | onger working for Kal dnes, and expressed
his opinion that Brentwood was not making the necessary
commtnents to make Bi oWwb successful. M. Pehrson further
i ndi cated that he needed to find another |icensee for Bi oWb.
During this conversation, M. Flournoy outlined his idea for
starting a new conpany.

54. Beginning on April 18, 2004 M. Pehrson and M.
Fl ournoy net in Providence, Rhode |Island for approxi mtely one
week, during which they fornulated a plan to start a busi ness.
During that week, defendants Pehrson and Fl ournoy worked on a
busi ness plan which included an effort to acquire the exclusive
rights to distribute Bioweb. Furthernore, during this week,
Fl ournoy contacted Hubbell by tel ephone to schedule a neeting and
i nform Hubbell of the plans to form a busi ness.

55. During the week in Providence, M. Pehrson called
M. Schlussel and explained that he wanted to di scuss the future
of Biowb. M. Pehrson called later in that same week to confirm
a neeting tine.

56. The day after |eaving Providence, Flournoy and
Pehrson drove to Readi ng, Pennsylvania to neet wth Hubbell and
di scuss their plans for a business venture. During this neeting,
Hubbel | was given a draft of the business plan, it was explained

to her that Pehrson and Fl ournoy wanted to integrate both fixed
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and novi ng bed systens and hoped to convince Apex that they were
the right licensees to nove forward with Bi owb. Hubbell agreed
to review the draft business plan and consider the proposal.

57. At the tinme Pehrson and Fl ournoy net w th Hubbel
in April 2004, she was enpl oyed with Brentwood as the Product
Manager of Bi oWeb.

58. In late April or early May 2004, followi ng their
meeting with Hubbell, both Pehrson and Fl ournoy nmet with
M. Schlussel at Apex’'s offices in New York. During this
meeti ng, defendants Pehrson and Fl ournoy presented their plan to
mar ket Bi oWweb and requested Apex to grant themthe excl usive
license to distribute the product. At the conclusion of the
meeting, M. Schlussel told Pehrson and Fl ournoy that he was 90%
sure that he would give them as Entex, the exclusive rights to
Bi oweb.

59. In May 2004 Fl ournoy contacted Hubbell by
t el ephone, at which time Hubbell commtted to join the Flournoy-
Pehrson venture.

60. In late May 2004 M. Schlussel contacted M.
Whittenore and infornmed himthat Apex was considering awardi ng
the exclusive license for BioWwb to an entity other than
Brentwood. M. Wittenore replied that he wanted to neet with

M. Schlussel about this and ot her issues.
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61. On June 4, 2004 another neeting was hel d between
M. Flournoy, M. Pehrson and M. Schlussel about the exclusive
Iicense for Bi oWwb being awarded to Entex. M. Schl ussel
request ed Fl ournoy and Pehrson to provide himwth a |ist of
questions to ask during his neeting with Brentwood, to enable him
to make a fair evaluation of the decision regarding the Bi oWb
license.

62. On June 10, 2004 M. Schlussel net with
representatives of Brentwood at Brentwood s Readi ng, Pennsylvani a
facilities. During this nmeeting, the Brentwood representatives
explained to M. Schlussel the conpany’s efforts to bid on, and
W n, nunmerous projects both in the short-termand |long-termtine
frame. Furthernore, M. Schlussel toured the wet |ab which
i ncl uded nodul es used for the conparative testing of BioWwb with
other different materials. Ms. Hubbell participated in the
June 10, 2004 nmeeting with M. Schlussel. At the neeting, M.
Whittenore told M. Schlussel that, dependi ng upon the results of
the testing Brentwood was doing, it was possible that Brentwod
woul d stop pronoting Bi oWb.

63. On June 11, 2004 Flournoy and Pehrson agai n net
with M. Schlussel regarding the license rights to Bi oWwb and
made a presentation as to why they believed they (as Entex) were

the better choice to distribute Bi oWb

- 25-



64. Sonetinme between M. Schlussel’s neeting with
Brentwood on June 10, 2004 and his neeting the next day with
Fl ournoy and Pehrson, M. Flournoy contacted Ms. Hubbell and
di scussed the neeting between Brentwood and Apex. Sonetine after
this meeting M. Schlussel and his other famly nenbers net to
deci de who shoul d receive the exclusive license rights to sell
Bi oVeb.

65. On June 14, 2004 M. Schlussel sent Entex, by
electronic mail (e-mail), a letter of intent, expressing Apex’s
intent to grant Entex exclusive rights to sell Bi oWeb.

66. On June 17, 2004 Ms. Hubbell submtted her letter
of resignation to Dave Krichten at Brentwood. At no tinme prior
to her last day at Brentwood on July 9, 2004 did Ms. Hubbell
tell Brentwood about her plans to go to work for Extex.

67. On June 21, 2004 M. Schlussel called M. Flournoy
to advise himthat Schlussel had inforned Brentwood that Apex was
awardi ng the BioWb license to Extex and that Entex consisted of
Pehrson and Fl our noy.

68. After learning of the Apex decision to grant the
exclusive license to Extex, M. Wiittenore asked Ms. Hubbell
what, if anything, she knew about the potential change. Ms.
Hubbell lied to M. Wittenore and told hi mshe knew not hing
about Entex and that she was not involved wwth M. Flournoy and

M . Pehrson.
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69. On June 23, 2004 an Exclusive License Agreenent
was signed between Apex and Entex. Subsequently, Entex issued a
press release in which it announced that Entex has an excl usive
license for the BioWwb fixed-filmtechnol ogy for advanced
wast ewat er treatnent.

70. On July 27, 2004 Brentwood issued a “purchase
order” to Apex for $100,000 of Bi oWeb product. This “purchase
order” provided a tentative ship date of June or July 2005 and
contained directions not to manufacture until Brentwood confirns
inwiting the final mesh size and | oop configuration of the web.
The “purchase order” did not have a “ship to” address and was not
in conformance with other purchase orders Brentwood had issued in
t he past.

71. Apex did not consider the July 27, 2004 “purchase
order” as a valid and | egitinmte purchase order and did not
accept it.

72. Section 3.2.4 of the Exclusive License Agreenent
bet ween Apex and Brentwood provides: “In the event of a shortfal
i n purchases bel ow the applicable M nimum Guarant eed purchase in
any given Comm tnent Period, Brentwood shall issue a purchase
order in the amount of the outstanding shortfall by the 15'" day
of the last nonth of the Conm tnment Period.”

73. Defendants have not used, and do not intend to

use, any information that can be considered proprietary or a

-27-



trade secret of Brentwood.

74. No docunent prepared by Brentwood was ever nmarked
confidential, including those docunents Brentwood cl ains are
propriety or constitute a trade secret.

75. No docunents were ever marked “confidential” with
regard to either the Pehrson Agreenent or the Exclusive License
Agr eenent between Apex and Brentwood.

76. No information provided to Ms. Hubbell, M.
Pehrson, M. Flournoy or M. Schlussel either, orally or in
writing, was ever designated by Brentwood as “confidential”

77. Brentwood took no steps to protect the
confidentiality, either internally or externally, of any
information it considered either a trade secret or proprietary
i nformati on.

78. Based upon the settlenent agreenent between
Brent wood and Apex, Brentwood no | onger has any |license rights to
mar ket or sell Bi oWeb.

79. Brentwood has obtained a new product it will market
under the AccuWeb trade nane.

80. Brentwood failed to neet the $150, 000 mi ni num
purchase requi renents of the Exclusive License Agreenent with
Apex for the tinme period from August 1, 2001 to July 31, 2002.

81. Brentwood failed to neet the $300, 000 mi ni num

purchase requi renents of the Exclusive License Agreenent with

-28-



Apex for the tine period from August 1, 2002 to July 31, 2003.

82. Brentwood failed to neet the $500, 000 mi ni mum
purchase requi renents of the Exclusive License Agreenent with
Apex for the tinme period from August 1, 2003 to July 31, 2004.

CONCLUSI ONS OF LAW

I n applying our factual findings to the standard of
review for issuance of a prelimnary injunction, we nake the
foll ow ng | egal concl usions.

1. Brentwood s failure to neet the m ni mum purchase
requi renents of the Exclusive License Agreenent constitutes a
breach of that agreenent by Brentwood.

2. Because Brentwood breached the Exclusive License
Agreenment with Apex, the non-conpete clause contained in Article
Five of the Pehrson Agreenent is void and unenforceabl e.

3. Regardi ng Count VII of its Verified Conplaint,
plaintiff has not denonstrated a |ikelihood of success on the
merits of establishing that M. Pehrson breached his restrictive
covenant not to conpete wth Brentwood.

4. No information communi cated to Extex, Flournoy,
Pehrson or Hubbell by Brentwood constitutes either a trade secret
or proprietary information.

5. Regarding Count IIl of its Verified Conplaint,
Brentwood has not denonstrated a |ikelihood of success on the

merits of establishing m sappropriation of trade secrets from
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Brent wood by any def endant.

6. On the evidence presented, Brentwood has not
suffered irreparabl e harm

7. On the evidence presented, all of Brentwood’ s
injuries, if any, are conpensabl e by nonetary danages.

8. Plaintiff is not entitled to a prelimnary
i njunction.

DI SCUSSI ON

At the beginning of the hearing on Novenber 22, 2004
plaintiff clarified that it is seeking two distinct prelimnary
i njunctions.

First, plaintiff seeks a prelimnary injunction
agai nst defendant Pehrson to prohibit himfromviolating the
terms of a restrictive covenant not to conpete with plaintiff.

Second, plaintiff seeks a prelimnary injunction to
prohi bit defendants Entex, Flournoy, Pehrson and Hubbell from
unfairly conpeting with plaintiff by using m sappropriated trade
secrets or confidential materials. W address plaintiff’s

requests in that order

Pehrson’s Covenant Not to Conpete

Plaintiff seeks a prelimnary injunction to prohibit
M. Pehrson fromviolating the ternms of a restrictive covenant
not to conpete. Under Pennsylvania |aw, non-conpetition clauses

are enforced when: (1) supported by adequate consideration;
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(2) reasonably limted as to tine and territory; (3) related to
or ancillary to a contract of enploynent; and (4) necessary to

protect a legitimate interest. Prison Health Services, Inc. v.

Emre Umar and Correctional Medical Care, Inc., No. CGv.A

02-2642, 2002 U.S. Dist. LEXIS 12267, at *15 (E.D. Pa. May 8,
2002) (Surrick, D.J.).

Plaintiff contends that its agreenent with M. Pehrson
satisfies all of the requirenents for a restrictive covenant.
Specifically, plaintiff asserts that the paynent of noney to M.
Pehrson under the consulting arrangenent between Brentwood and
Pehrson satisfies the adequate consideration requirenent.

Next, plaintiff asserts that the five-year tine
[imtation in the Pehrson Agreenent is reasonabl e considering the
nature of the product involved. Specifically, plaintiff contends
that the nature of Biowb is that it has a |imted market
(rmunicipalities and other businesses that have sewers).

Moreover, plaintiff contends that because of the world-w de
nature of this limted market, the absence of territorial limts
in the restrictive covenant is proper.

Regarding the third factor, plaintiff asserts that the
non- conpete clause was a condition of entering into the
consulting agreenent with M. Pehrson, which is a contract of
enploynment. Finally, plaintiff contends that its success inits

i ndustry depends on devel opi ng new technol ogy and effectively
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marketing it. Wat plaintiff seeks to protect from disclosure,
t hrough the non-conpete clause with M. Pearson, is its trade
secrets, other business information and custoner goodw || .

Def endant Pehrson asserts that the non-conpete cl ause
i s unenforceabl e because plaintiff breached the terns of its
Excl usi ve License Agreenment with Apex. M. Pehrson contends that
under the terns of the consulting agreenent between Pehrson and
Brent wood, the non-conpete clause is void as a matter of |aw
Thus, M. Pehrson contends that because Brentwood breached the
agreenent with Apex, he was free to conpete wth Brentwood
pursuant to the ternms of his separate agreenent with Brentwood.
For the follow ng reasons, we agree wth defendant Pehrson.

The Pehrson Agreenent does not contain a choice-of-1aw
provi sion. However, both parties rely on caselaw fromeither
Pennsyl vani a appel |l ate courts or federal courts sitting in
Pennsyl vani a. Accordingly, we apply Pennsylvania law in
reviewing this contract claim

Under Pennsylvania |law, “when a witten contract is

cl ear and unequi vocal, its nmeaning nust be determned by its
contents alone. It speaks for itself and a nmeani ng cannot be
given to it other than that expressed.” Steuart v. MChesney,

498 Pa. 45, 49, 444 A 2d 659, 661 (1982). 1In this case, the
Pehrson Agreenent contains a restrictive covenant in the form of

a non-conpete clause, which states:
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5. Non- Conpet e O ause

5.1 In the event this Agreenent
term nates, Pehrson Associ ates hereby agrees
for a mnimum period of five(5) years not to
sell or license a product which would be in
direct conpetition with Brentwood | ndustri es.
This Article 5 shall be void and no effect,
and Pehrson Associ ates shall be fully
relieved of any restrictions under the
foll ow ng circunstances:

1.1.1 In the event of breach of
contract by Brentwood under this Agreenent.

1.1.2 In the event of Brentwood s breach
of contract on the Bi oWeb License Agreenent
wi th Apex.
We conclude that plaintiff breached the Excl usive

Li cense Agreenent on at |east three occasions and possibly a
fourth.* As noted in Findings of Fact 33, 34 and 35, Brentwood
did not neet the m ni num purchase requirenents for the 2001-2002,
2002- 2003 or 2003-2004 tine periods. That failure constitutes a
breach of the Exclusive License Agreenent. It is of no nonent
that Apex did not seek to hold plaintiff in breach of the

Excl usi ve License Agreenent. The fact that Apex did not seek to

hold Brentwood in breach of contract does not insul ate Brentwood

4 In our Findings of Fact we conclude that Brentwood and Apex did

not agree to extend the Exclusive License Agreenent after it was term nated by
Brentwood. |In the event that we are incorrect in that finding, we conclude

t hat Brentwood breached the Exclusive License agreenent a fourth tine when it
failed to send a purchase order by the 15'" day of the last nonth of the
conmitment period. In this case, Brentwood did not send its purported
purchase order until July 27, 2004, eleven days after it was required to be
sent under the Exclusive License Agreenent.

Accordingly, we conclude that act, in and of itself, was a breach

of the contract that would relieve M. Pehrson fromthe non-conpete clause in
t he Pehrson Agreenent.
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fromthe fact that Brentwood s breach of its Exclusive License
Agreenment with Apex constituted a breach of section 5.1.1.2 of
Brentwood’ s agreenment wi th Pehrson.

Because we conclude that plaintiff breached its
Excl usi ve License Agreenment with Apex, plaintiff’s non-conpete
cl ause with Pehrson is void and of no effect by operation of the
cl ear and unanbi guous | anguage of Article 5 of the Pehrson
Agreenent. Furthernore, because the non-conpete clause is void,
plaintiff cannot show a |ikelihood of success on the nerits of
its notion for a prelimnary injunction.

Accordingly, we grant defendant’s oral notion to
di sm ss pursuant to Rule 52(c) of the Federal Rules of Cvil
Procedure and deny plaintiff’s request for injunctive relief to

enforce its non-conpete cl ause agai nst M. Pehrson

Trade Secrets and Proprietary |Infornmation

Plaintiff asserts that it is entitled to a prelimnary
injunction to prohibit M. Flournoy, M. Pehrson and Ms. Hubbel
fromunfairly conpeting with Brentwood or using Brentwood’ s
al l egedly m sappropriated trade secrets.

Specifically, plaintiff seeks to protect, anong ot her
things: (1) cal cul ations designed to maxim ze the bacteri al
enhancenent from proper sizing, distribution and placenent of
Bi oVb in wastewater treatnent systens; (2) the nost beneficial

systens to performcal cul ations to nmaxi m ze the bacteri al
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enhancenment from proper sizing, distribution and placenent of

Bi oWb in wastewater treatnent systens; (3) the fornulas to
interpret conputer generated bacterial growh estimtes to
maxi m ze the bacterial enhancenent from proper sizing,

di stribution and placenent of Bi oWeb in wastewater treatnent
systens; (4) test results obtained by Brentwood in connection
wth its efforts to technically devel op Bi oWwb; (5) biomass
growt h wei ghts and ki nectics of the biomass on different Bi oWb
densities and at different tenperatures; (6) the selection of
criteria of different web densities and spacings; (7) m xed nedia
to enhance overall plant performance; (8) specific installation
specifications on structural franmes and the design of the
structural franes to pronote inproved hydraulics, biological
performance, aeration and structurally strong nodules; (9) the
optimal pH and di ssol ved oxygen controls to enhance bacteri al
growt h; (10) the marketing and pronotional strategies to maxim ze
the potential for Biowb; and (11) target custoners and the nost
opti mum net hods of marketing to such custoners.

Plaintiff asserts that trade secret protection
enconpasses such information. Furthernore, plaintiff avers that
this information is extrenmely valuable to Brentwood in the
conduct of its business. Plaintiff contends that arnmed with this
i nformati on, defendants possess an unfair ability to frustrate,

obstruct and usurp plaintiff’s existing and prospective business
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pl ans, opportunities and rel ati onshi ps and erase any conpetitive
advant age and goodwi || which plaintiff has devel oped.

Plaintiff further contends that it has the right to use
and enjoy these trade secrets. Finally, plaintiff asserts that
all three individual defendants were in a position of trust to
make it inequitable to allow themto use the trade secret
information for thenselves and to the prejudice of plaintiff.

Accordingly, plaintiff alleges that it has shown a
I'i kel i hood of success on the nerits, and irreparable harmto it
if an injunction were not granted.

Initially, defendants contend that plaintiff did not
take any steps to guard the secrecy of any alleged trade secret
or proprietary information. 1In addition, defendants assert that
all of the alleged trade secrets fall into two distinct
categories (1) customer information and (2) technical and
mar keting data relevant to the devel opnent, sale and use of
Bi oWeb.

Regardi ng custoner lists, defendants contend that in
the wastewater treatnent industry, potential custoners are no
secret. Potential custonmers consist of a small universe of
muni ci palities and industrial and manufacturing concerns, the
identities of which are readily avail able from nunerous public
sources as well as fromindustry sources, including trade

publications and trade conventions and shows. Sinply stated,
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def endants assert that everyone in this industry conpetes for the
sanme custoners and everyone knows or can easily find out who
t hese potential custoners are.

Thus, defendants contend that these so-called custoner
lists are not trade secrets. Mreover, defendants contend that
the all eged “opti num marketing strategi es” were never
communi cated in confidence, nor guarded as such. In addition,
def endants contend that plaintiff was not very successful inits
attenpts to sell BioWwb and has not sold any anount of the
product since early 2003. Defendants contend that they will not
be relying on any marketing strategies of plaintiff as those
strategies clearly did not work.

Def endants contend that the second category of alleged
trade secrets advanced by plaintiff is a laundry list of
categories of technical information. Defendants contend that
plaintiff fails to allege what, if any, steps it took to guard
and protect the alleged confidentiality of this information.

Mor eover, defendant contends that w thout exception, every piece
and category of information alleged by plaintiff was either
publically available or could be ascertai ned by reverse

engi neering. Defendants assert that under Pennsylvania |aw, such

i nfformati on cannot constitute a trade secret. Van Products

Conpany Vv. GCeneral Wl ding and Fabricating Company, 419 Pa. 248,

213 A 2d 769 (1965).
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In this case, defendants contend that sources of the
all egedly secret information can be found in: (1) published trade
papers prepared for and presented at trade conventions; (2)
information avail able on the internet; (3) reports and proposals
transmtted to third parties; (4) comrercially avail abl e conputer
prograns; (5) subcontractors responsible for the manufacture and
desi gn of relevant processes or products; and (6) advertising in
trade publicati ons;

Thus, defendants contend that none of the information
plaintiff attenpts to protect is a trade secret or proprietary
informati on because it is already in the public domain.

Accordi ngly, defendants contend that plaintiff has not proven
that it will succeed on the nerits of this action. In addition,
def endants assert that they will be harnmed much nore than
plaintiff will be benefitted if an injunction issues.

Def endants’ ultimate contention is that plaintiff is
not entitled to a prelimnary injunction. For the follow ng
reasons, we agree with defendants that plaintiff is not entitled
to a prelimnary injunction

To enjoin defendant’s use and di scl osure of the
Brent wood Bi oWwb information, plaintiff nust show
(1) that the information constitutes a trade
secret; (2) that it was of value to the
enpl oyer and inportant in the conduct of his
busi ness; (3) that by reason of discovery or

ownership the enployer had the right to use
and enjoynment of the secret; and (4) that the
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secret was communi cated to the def endant
whil e enployed in a position of trust and
confidence under such circunmstances as to
make it inequitable and unjust for himto
disclose it to others, or to make use of it
hi msel f, to the prejudice of his enployer.

SI _Handling Systenms, Inc. v. Heisley, 753 F.2d 1244, 1255

(3d Cir 1985).
In addition, there nust be a substantial threat or
i kel i hood of defendants disclosing the trade secrets in the

i nmedi ate future. Den-Tal-Ez, Inc. v. Siemans Capital

Cor poration, 389 Pa. Super. 219, 566 A 2d 1214 (1989).

Sonme of the factors we nust consider in determ ning
whet her given information is a trade secret are:

(1) the extent to which the information is
known outside of the owner’s business; (2)
the extent to which it is known by enpl oyees
and others involved in the owner’s business;
(3) the extent of neasures taken by the owner
to guard the secrecy of the information; (4)
the value of the information to the owner and
to his conpetitors; (5) the amount of effort
or noney expended by the owner in devel opi ng
the information; and (6) the ease or
difficulty wwth which the information could
be properly acquired by others.

SI Handling, 753 F.2d at 1256, citing Restatenent of Torts § 757

comment b (1939); International Election Systens Corporation v.

Shoup, 452 F. Supp. 684, 706 (E.D. Pa. 1978).
Wth these general principles in mnd, we consider
plaintiff’s contention that defendants are in possession of trade

secrets or proprietary information which require the court to
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grant injunctive relief.

We agree with defendants that plaintiff’'s alleged trade
secrets can be grouped into two categories custoner information
and technical and marketing data relevant to the devel opnent,
sal e and use of Bi oWeb.

Mor eover, as noted above, plaintiff settled its clains
with the Apex defendants who were originally sued by Brentwood
toget her wth defendants Entex, Flournoy, Pehrson and Hubbell.

As a result of Brentwood s settlenent wth Apex, plaintiff no

| onger has any claimto an exclusive license, or any |license at
all, with Apex regarding Biowb. In addition, at the Novenber
29, 2004 hearing, M. Wiittenore testified that Brentwood has
obt ai ned anot her source for web material and will continue to
mar ket this new product under the AccuWb trade nane. W
interpret this testinony to inply that the information which
Brent wood seeks to protect as trade secrets is beneficial to
Brentwood for the purpose of marketing and selling this new web
pr oduct .

Plaintiff’s proposed Concl usion of Law 59 states:
“BioWb is a unique product as it is protected by a patent.” W
find plaintiff’s assertions, both that Bi oWwb is a uni que product
and that the technical and marketing information regardi ng Bi oWb
is sonmehow transferrable to this new web product which Brentwood

will market, are, in part, inherently contradictory.
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Specifically, we find that the marketing information could
concei vably be useful over a broad range of products because of
the limted nature of the wastewater industry. However, if
Bi oWb is such a unique product, it is difficult to conceive of
how the scientific and technical data would be useful unless the
new product sonehow infringes on the Apex patent for Bi oWb.

In applying the factors outlined by the United States

Court of Appeals for the Third Crcuit in Sl _Handling, supra, we

reach several conclusions. Wth regard to the first factor, the
extent to which the information is known outside of the owner’s
busi ness, we conclude that plaintiff has voluntarily rel eased at
| east sonme of the clained protected marketing and ot her
information to M. Schl ussel from Apex during the June 10, 2004
nmeeting at Brentwood's facility when Brentwood was trying to
convi nce Schlussel to extend their marketing agreenent.

O her allegedly protected information was rel eased to
M. Pehrson in his role as a consultant to Brentwood. Certain
i nformation regardi ng pH and ot her subjects was shared with the
operators and engineers of the specific plants where Bi oWb was
installed. Thus, we conclude that there is significant
di scl osure of the scientific and technical information sought to
be protected.

The second SI Handling factor is the extent to which

the information is known by enpl oyees and others involved in the
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owner’s business. The record is clear that this information was
shared with the people at Brentwood who were working on the
Bi oWeb proj ect

The third factor is the extent of nmeasures taken by the
owner to guard the secrecy of the information. Plaintiff had
agreenents to limt the disclosure of confidential information
w th Apex, M. Pehrson and Ms. Hubbell. However, the agreenents
wi th Apex and M. Pehrson required that any information deened to
be confidential be marked as such by plaintiff. No such
designation was nade with regard to any information provided to
ei ther Apex or M. Pehrson. Thus, any information shared with
themis, by the terns of the agreenents with both, not
confidential. Moreover, the record reflects that Brentwood did
not mark any information either internally or externally with any
confidential designation.

A trade secret need not be kept in absolute secrecy.
However, reasonabl e precautions nmust be in place to prevent
di scl osures to unauthorized third parties. “The degree of
secrecy nust be such that it would be difficult for others to
obtain the information without using inproper neans.” National

Ri sk Managenent, Inc. v. Bramwmell, 819 F. Supp. 417, 431

(E.D. Pa. 1993). In this case, plaintiff has not shown that it
t ook any neasures to protect any of the information it clains is

confidential. On the contrary, it shared much of the information
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it seeks to protect.

Accordi ngly, we conclude that although Brentwood did
establish a systemto guard any information it considered to be a
trade secret or proprietary information, at least as it rel ates
to Apex and M. Pehrson, it took no measures to actually protect
any of this information by designating any information either
internally or externally as confidential.

Next, we address the fourth factor, the value of the
information to the owner and his conpetitors. Plaintiff
categori zes Bi oWweb as a “uni que product”. Because plaintiff no
| onger possesses a license to market or sell BioWwb, the value to
plaintiff of the information regarding this unique product is
m ni mal at best.

Moreover, we find persuasive defendants’ contention
that they do not intend to use any of the information they
possess about the scientific and technical data produced by
plaintiff or any of the sales or marketing strategi es enpl oyed by
Brentwood. W find conpelling the deposition testinony of M.
Pehrson and M. Flournoy that the have disagreed with the
direction taken by Brentwood regarding Bi oWweb from al nost the
beginning. W find credible their testinony that because
Brent wod was not very successful in marketing or installing

Bi ovb, they are going to enploy different strategies.
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We conclude that the information sought to be protected
wll not be utilized by defendants in any way other than possibly
as a nodel for what not to do in their efforts to market and sel
Bi oweb. Furthernore, it appears that the nodel that Entex plans
to followis the one that was utilized for the two successful
installations which occurred prior to Brentwood obtaining the
license for Bi oWeb.

Accordingly, we find that there is little value to the
i nformati on sought to be protected to either the owners of the
information or to its conpetitors.

The fifth factor we nust address is the anount of noney
expended by the owner in developing the information to be
protected. In this regard, M. VWittenore testified that
Br ent wood has expended approxi mately $850,000 to $900,000 in its
Bi oWweb project. This figure includes testing costs, set-up costs
for the wet |ab, salaries of enployees who have worked on the
Bi oWb project, and the cost of retaining M. Pehrson as a
consultant. Moreover, Brentwood dedi cated over four years of
time and resources to the BioWb project. W consider this a
substantial investnent of tinme and noney for the purposes of our
revi ew

The final SI Handling factor in our analysis is the

ease or difficulty with which the information could be properly

acquired or duplicated by others. On this factor, defendants
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assert that even though they are not interested in what Brentwood
did, sinple reverse engineering could produce nuch, if not all,

of the information that plaintiff seeks to protect. W agree in
part and disagree in part.

Specifically, we agree that defendants could easily
determne certain information by sinply view ng the projects done
by plaintiff. Such information as the anount of BioWb in a
certain project, the size and spacing of the web, the design and
the installation specifications of the structural franes.

Mor eover, the actual pronotional materials utilized by plaintiff
are conceivably easily obtained as those materials have been
distributed to potential custoners at trade shows and by direct
mai |

However, we concl ude that defendants would not have
been able otherw se to ascertain all the test results obtained in
connection with plaintiff’s efforts to technically devel op
Bi oWwb. Sone of that information has been shared wth Apex,

M. Pehrson and third parties. Thus, it is in the public domain.
Q her testing information was divul ged, w thout any request for
confidentiality or renoval of defendants fromthe courtroom at
the hearings on this matter, including information relating to
testing which occurred after Ms. Hubbell left her enploynment

wi th Brentwood.
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Accordi ngly, we conclude that sonme of the information
sought to be protected could have duplicated or acquired with
great ease, and sonme of the information may have been difficult
to obtain if plaintiff was actually attenpting to keep the
i nformati on confidential.

In weighing all of the foregoing factors, we concl ude
t hat because plaintiffs have taken virtually no steps to protect
any of the information it seeks to be declared a trade secret or
proprietary information, because the information now has little
or no value to plaintiffs, because defendants have no real
interest in nost, if not all, of the information sought to be
protected, because nmuch of the information could be easily
acqui red by defendants and because a good portion of the
i nformati on has al ready been di ssem nated under circunstances
that do not indicate the need for trade secret protection, we
conclude that plaintiff cannot establish that the information
constitutes a trade secret.

Accordi ngly, because plaintiff cannot establish a trade
secret, we conclude that it does not have a |ikelihood of success
on the nerits of its notion for a prelimnary injunction agai nst
def endant s.

In addition, plaintiff has failed to establish that it
will suffer irreparable injury if an injunction is not granted.

Much of plaintiff’s evidence may support its cause of action for

-46-



breach of fiduciary duties by defendant Hubbell and to a | esser
extent by defendant Pehrson. However, if plaintiff is successful
on that cause of action, nonetary damages can conpensate
plaintiff for any harm establi shed.

Moreover, in balancing the harns to the respective
parties, we conclude that a prelimnary injunction will harm
def endants nmuch nore than plaintiff because plaintiff no |onger
has any right, title or interest in the Biowb |license and
defendants are the current |icense holders. To enjoin defendants
fromthe use and enjoynent of the |icense would severely harm
defendants and there is no harmto plaintiff because it currently
has no interests in the |license.

Concl usi on

For all the foregoing reasons, we conclude that
plaintiff is not entitled to injunctive relief because plaintiff
has not shown a |ikelihood of success on the nerits, has not
established irreparable injury or has shown that it will suffer
nore harm t han def endants.

Accordi ngly, we grant defendants’ oral Mdtion for
Judgnent on Partial Findings in Accordance with Rule 52(c) of the
Federal Rules of Cvil Procedure and deny Plaintiff’'s Mtion for

Prelimnary I njunctive Relief.
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IN THE UNI TED STATES DI STRI CT COURT

FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

BRENTWOOD | NDUSTRI ES, | NC.
Cvil Action
Plaintiff No. 04- CV-03892

VS.

ENTEX TECHNOLOG ES, | NC.
WAYNE FLOURNOY,
Rl CHARD PEHRSON and

SARAH HUBBELL,

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

Def endant s

ORDER

NOW this 31t day of March, 2005, upon consideration
of defendants’ oral Motion for Judgnent on Partial Findings in
Accordance with Rule 52(c) of the Federal Rules of Cvil
Procedure, which notion was nade in open court by counsel for
defendants on the record at the close of plaintiff’s case-in-
chi ef on Decenber 20, 2004 at the hearing on Plaintiff’s Mtion

for Prelimnary Injunctive Relief, which notion was filed
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August 17, 2004; upon consideration of the Response of

Def endant s/ Counterclaim Plaintiffs Extex Technol ogies, Inc.,
Wayne Fl ournoy, Richard Pehrson, and Sarah Hubbell to Plaintiff’s
Motion for Prelimnary Injunctive Relief filed Septenber 24,

2004; upon consideration of the briefs of the parties; after

heari ngs hel d before the undersigned on Novenber 22, 23, 29 and
Decenber 20, 2004; after oral argunent conducted Decenber 20,
2004; and for the reasons expressed in the acconpanying Opi nion,

i ncl udi ng Fi ndi ngs of Fact, Conclusions of Law, and Di scussion,

| T 1S ORDERED t hat defendants’ Mdtion for Judgnment on

Partial Findings in Accordance with Rule 52(c) of the Federal
Rul es of Civil Procedure is granted.

I T 1S FURTHER ORDERED that Plaintiff’'s Mtion for

Prelimnary Injunctive Relief is denied.

BY THE COURT:

[s/ JAMES KNOLL GARDNER

Janes Knol |l Gardner

United States District Judge
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