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Quaker Chem cal Corporation noves to enjoin Charles Varga, a
former Quaker enpl oyee, from comencing enploynment with D. A
Stuart, Inc., a Quaker conpetitor, for a period of one year,
consistent with the covenant not to conpete that Varga executed
upon conmenci ng enpl oynent with Quaker. Quaker al so noves to
enjoin Varga fromdi sclosing confidential or trade secret
information Varga acquired in the course of his enploynent with
Quaker, consistent with the covenant not to disclose that Varga

execut ed upon conmenci ng enpl oynent with Quaker.!?

! Rat her than answer the conplaint, Varga noved to dismss
on the grounds that the Court |acked personal jurisdiction over
Varga. Followi ng a hearing, the Court denied the notion to
dism ss and held that it did have personal jurisdiction. Varga
however, did not file his answer within ten days of the Court’s
denial of his notion to dismss. See Fed. R Cv. P.
12(a)(4)(A). (In fact, Varga has yet to file an answer.)
Neverthel ess, the Court will construe Varga's argunents in his
proposed concl usions of law (doc. no. 28) as his answer and w ||



After an expedited discovery schedule,? the Court held a
day-|l ong hearing on August 9, 2007, at which it heard w tnesses
and recei ved docunentary evidence. Pursuant to Federal Rule of
G vil Procedure 52(a), the Court enters the follow ng findings of
fact and concl usions of |aw.

The Court will enter a prelimnary injunction barring Varga
from commenci ng enpl oynent with Stuart until July 4, 2008, and
barring Varga from di scl osing any of Quaker’s confidential or

trade secret information.

FI NDI NGS OF FACT

The facts of this case are alnbst entirely undi sputed.

A. Quaker and Stuart

Bot h Quaker and Stuart devel op and produce specialty

consi der Quaker’s clains to be generally denied and the pleadi ngs
cl osed for the purpose of deciding this notion for a prelimnary
i njunction.

2 Suit was filed on June 26, 2007. On July 2, the Court
granted Quaker a tenporary restraining order. On July 9, the
Court denied Varga’s notion to dism ss and entered an expedited
di scovery schedul e, which was in |arge part conpleted by the
parties.

For the August 9, 2007, prelimnary injunction hearing,
after consultation with counsel, the Court assigned each side 4
hours to present its respective case and conduct cross-
exam nation. Neither side exhausted the allotted tinme. At the
hearing, Plaintiff offered 41 exhibits and Defendant offered 2,
all of which were admtted into evidence. Plaintiff called 4
w t nesses and Defendant called 2.
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chem cal products, including oils and fluids, for netal and

nmet al -wor ki ng industries. These industries include steel and

al um num manuf acturers. Quaker is headquartered in Pennsyl vani a;
Stuart in Illinois.

Quaker has twenty-seven facilities, in North Arerica, South
Anmerica, Europe, Asia, Africa, and Australia. Stuart has ten
facilities, in North Arerica, South America, Europe, and Asia.

In spite of the actual |ocation of the manufacturing plants and
of fices, Quaker’s and Stuart’s sales representatives often travel
to their custoners’ physical |ocations. They conpete for many of
t he sane custoners.

Each custoner is a metal-working or simlar factory. Each
factory enpl oys specialty chem cal products to produce the final
steel or alum num product. Quaker and Stuart work with the
custoners to devel op the chem cal products that the custoners
desire. The chem cal fornula for each product is different.
Quaker and Stuart both market to the custonmers and generally
conpete to have each custoner use its (Quaker’s or Stuart’s)
pr oduct s.

In short, both conpanies agree that they are direct head-to-

head conpetitors.?

3 According to Quaker, Stuart is one of its four direct
conpetitors, the others being Henkel, Fuchs, and Haughton
| nt er nat i onal



B. Varga' s Enploynent History

Varga began his enploynent with Quaker as a chem st in My
1973. After rising to the rank of product manager at Quaker,
Varga left Quaker in 1988 to join Stuart as a | ab nanager. After
rising to the rank of director of process technology at Stuart,
Varga left Stuart in 2002 to rejoin Quaker as the senior market
devel opnent manager. Varga was enpl oyed by Quaker from 2002 to
m d-2007. During this 2002 to 2007 period, Varga worked out of
his honme in the Chicago area.

Most recently at Quaker, Varga was the gl obal technical
manager of steel and fluid power for North and South Aneri ca.
While nost of his clients were in the steel industry, he had at
| east one alum numclient. While at Quaker, he reported to the

senior vice president.

C. Varga's Proposed Position at Stuart

Varga was initially offered a position at Stuart as director
of marketing, ferrous division, in which he would report to the
vice president for the netals division.* After sone negotiation,
the job title was changed to director of market devel opnent,

metals division, and the position reported directly to the

4 “Ferrous” refers to netals that contain iron. As rel evant
here, ferrous generally nmeans steel. “Non-ferrous” refers to
netals that do not contain iron. As relevant here, non-ferrous
general |y nmeans al um num



presi dent of Stuart.

After this suit was comenced, Stuart attenpted what m ght
be termed a “work-around.” |Instead of being the director of
mar ket devel opnent for the netals division (which would include
both steel and al um nunm), Varga woul d be the director of market
devel opment for the alum num division. Under this reconfigured
j ob description, it is unclear whether there would be a director
of market devel opnent for the steel division, or if those
responsi bilities woul d be assigned el sewhere, or perhaps not

conpleted at all.

D. The Restrictive Covenants

As a condition of comrencing enpl oynent with Stuart in 1988,
Varga signed an enpl oynent agreenent in which he agreed not to
solicit any Stuart custonmers for a period of eighteen nonths
after leaving Stuart’s enpl oy.

As a condition of comrenci ng enpl oynent with Quaker in 2002,
Varga signed an enpl oynent agreenent in which he agreed (1) not

to disclose any of Quaker’'s trade secret information® and (2) not

5> The non-di scl osure covenant is contained in paragraph 4 of
t he agreenent:

You acknow edge that the identity of Quaker’s (and any
of Quaker’s affiliates’) custoners, the requirenents of
such custoners, pricing and paynment ternms quoted and
charged to such custoners, the identity of Quaker’s
suppliers and ternms of supply (and the suppliers and
related ternms of supply of any of Quaker’s custoners
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to conpete with Quaker for a period of one year after |eaving

Quaker’s enploy.® Quaker’s non-conpete agreenent contains no

for whi ch nmanagenent services are being provided),

i nformati on concerning the nethod and conduct of
Quaker’s (and any affiliate’s) business such as
formul ae, formulation information, application

t echnol ogy, manufacturing information, marketing
information, strategic and marketing plans, financial
information, financial statenments (audited and

unaudi ted), budgets, corporate practices and
procedures, research and devel opnent efforts, and

| aboratory test nethods and all of Quaker’s (and its
affiliates’) manual s, docunents, notes, letters,
records, and conputer prograns are Quaker’s trade
secrets (“Trade Secrets”) and are Quaker’s (and/or any
of its affiliates’, as the case may be) sole and
exclusive property. You agree that at no time during
or follow ng your enploynment with Quaker will you
appropriate for your own use, divulge or pass on,
directly or through any other individual or entity or
to any third party, any Quaker Trade Secrets. Upon
term nation of your enploynent wth Quaker and prior to
final paynent of all nonies due to you under Paragraph
2 or at any other tinme upon Quaker’s request, you agree
to surrender imediately to Quaker any and al
materials in your possession or control which include
or contain any Quaker Trade Secrets.

5 The non-conpete covenant is contained in paragraph 5 of
t he agreenent:

I n consideration of your enploynment with Quaker and the
training you are to receive from Quaker, you agree that
during your enploynment with Quaker and for a period of
one (1) year thereafter, regardless of the reason for
your termnation, you will not:

a. directly or indirectly, together or separately or
with any third party, whether as an enpl oyee,

i ndi vi dual proprietor, partner, stockhol der, officer,
director, or investor, or in a joint venture or any

ot her capacity what soever, actively engage in business
or assist anyone or any firmin business as a

manuf acturer, seller, or distributor of chem cal
specialty products which are the sane, like, simlar
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to, or which conpete with Quaker (or any of its
affiliates’) products or services; and

b. at the Chem cal Managenent Services sites to which
you are, have, or will specifically ever be assigned in
the future, directly or indirectly, together or
separately or with any third party, whether as an

enpl oyee, individual proprietor, partner, stockhol der,
officer, director, or investor, or in a joint venture
or any other capacity whatsoever, actively engage in
busi ness or assist anyone or any firmin business as a
provi der of chem cal managenent services which are the
sane, like, simlar to, or which conpete with Quaker
(or any of its affiliates’) services; and

c. recruit or solicit any Quaker enpl oyee or otherw se
i nduce such enpl oyee to | eave Quaker’s enploy, or to
becone an enpl oyee or otherw se be associated with you
or any firm corporation, business, or other entity

wi th which you are or may becone associ ated; and

d. solicit or induce any of Quaker’s suppliers of
products and/or services (or a supplier of products
and/ or services of a custonmer who is being provided or
solicited for the provision of chem cal nmanagenent
services by Quaker) to termnate or alter its
contractual relationship with Quaker (and/or any such
cust onmer) .

The parties consider these restrictions reasonabl e,

i ncluding the period of time during which the
restrictions are effective. However, if any
restriction or the period of tine specified should be
found to be unreasonable in any court proceeding, then
such restriction shall be nodified or the period of
time shall be shortened as is found to be reasonable so
that the foregoing covenant not to conpete nay be
enforced. You agree that in the event of a breach or
t hreat ened breach by you of the provisions of the
restrictive covenants contained in Paragraph 4 or in
this Paragraph 5, Quaker will suffer irreparable harm
and nonetary damages nmay not be an adequate renedy.
Therefore, if any breach occurs, or is threatened, in
addition to all other renedies avail able to Quaker, at
law or in equity, Quaker shall be entitled as a matter
of right to specific performance of the covenants
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geographic limtation.

In 2007, Varga signed an enpl oynent agreenent with Stuart,
al t hough, per this Court’s tenporary restraining order, he has
not yet begun working at Stuart. In the 2007 enpl oynent
agreenent, Varga agreed (1) not to disclose any of Stuart’s
confidential information and (2) not to conpete with Stuart for a
period of one year after |leaving Stuart’s enploy. Stuart’s non-

conpet e agreenent al so contains no geographic limtation.

E. Varga' s Leaving Quaker in 2007

Varga and Charl es Santangel o, the president and CEO of
Stuart, are longtinme social friends. In Novenber 2006, during a
di nner at which only Varga and Sant angel o were present, the topic
of Varga’s job future at Quaker was broached. At the dinner,
Varga did not ask for a job at Stuart, and Santangel o did not
of fer one. However, Santangelo did ask Varga for a copy of
Varga’s enpl oynent contract with Quaker, for Stuart’s use in the
event that a position for Varga were to becone avail abl e at
Stuart. Varga sent Santangel o a copy of the contract.

On May 29, 2007, Santangelo called Varga and offered him a

cont ai ned herein by the way of tenporary or pernmanent
injunctive relief. In the event of any breach of the
restrictive covenant contained in this Paragraph 5, the
termof the restrictive covenant shall be extended by a
period of tinme equal to that period beginning on the
date such viol ati on commenced and endi ng when the
activities constituting such violation cease.
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job as Stuart’'s director of marketing. Santangel o asked Varga
for alist of Varga's clients at Quaker, ostensibly so that

Sant angel o coul d structure Varga’s job responsibilities so that
Varga woul d not solicit any custoners that he may have dealt with
whil e at Quaker. (OF course, Varga’'s agreenment with Quaker--as
Sant angel o knew-was a non-conpete agreenent, not sinply a non-
solicitation agreenent.) On May 30, Varga and Santangel o net for
lunch to discuss the job offer. At the lunch, Varga provided the
list of custoners he had dealt with while at Quaker. 1In the
afternoon follow ng the Iunch, Santangelo sent Varga a draft job
descri ption.

On June 1, the two net again to discuss the position. Later
on June 1, Santangel o sent Varga a revised draft job description.
Still later on June 1, Varga orally accepted Santangelo’s job
of fer.

On June 3, Varga signed Stuart’s witten enpl oynent
agreenent. On June 4, Varga notified Quaker that he was
resigning. Varga provided two weeks’ notice, but, after being
rem nded that his Quaker enploynent contract required thirty
days’ notice, agreed to continue to be enployed by Quaker for
thirty days.

Early on June 5, Quaker suspended Varga’s online access to
Quaker’s confidential information. |In the early afternoon of

that day (June 5), a Quaker human resources enpl oyee call ed Varga



to informhimthat a Quaker enpl oyee would be comng to Varga's
house on June 6 to collect Varga s |aptop and ot her Quaker
property. Varga did not answer his cell phone or honme phone; the
Quaker enployee left a nessage. Later that afternoon, the Quaker
enpl oyee call ed again, again not reaching himon his cell phone,
but this tinme leaving a nessage with Varga’s wife to have Varga
return the call. Varga returned the call about fifteen m nutes
|ater, and the call |asted approximtely forty m nutes.

Wil e Varga was on the phone with the Quaker enpl oyee
(and/or shortly before or shortly after), Varga copied al
docunents in the “My Docunents” folder on his Quaker-issued
| aptop to an 8-gi gabyte USB storage device that he had purchased
earlier that afternoon. Al told, he copied 4,496 files, which
woul d occupy over 32,000 printed pages. Varga did not seek
perm ssion from Quaker to copy the files, nor did he notify
Quaker that he had done so.

On June 6, as planned, a Quaker enployee went to Varga's
house and coll ected Varga’ s | aptop and ot her Quaker materi al s.
(Varga did not turn the USB storage device over to Quaker.)
Quaker had the | aptop exam ned by a conputer forensic anal yst,
who i nfornmed Quaker that Varga had copied the files.

Quaker filed suit against Varga on June 26. (Note that
Varga was technically a Quaker enployee until July 4, although he

had no responsibilities or even access to any Quaker materials
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after June 5.) Later in the day on June 26, after he had | earned
t hat he had been sued, Varga attached the USB storage device to
one of his personal conputers and proceeded, over the course of a
few hours, to delete those files and folders that he believed to
be Quaker’s confidential property. Varga deleted the files by
first “dragging” themto the “recycle bin” and then, when he was
finished, “enptying” the recycle bin. Varga retained on the
storage device those files and fol ders he thought were personal,
such as photos, travel itineraries, his son’s college | oan
application, and a file entitled “Canadi an hunor.”

There is no evidence that, after June 26, Varga copied or
sonehow ot herwi se retained the confidential Quaker information

that was on the storage device.

1. QUAKER S COVPLAI NT

Quaker is proceeding against Varga on four clains; it
all eges that three of those clains provide the authority for this
Court to enter a prelimnary injunction against Varga.

Count | is for an alleged violation of the Pennsyl vania
Uni form Trade Secrets Act (PUTSA), which protects trade secrets
| ocated in Pennsylvania. The statute provides for injunctive
relief for “[a]ctual or threatened” m sappropriation of trade
secrets. 12 Pa. Cons. Stat. 8§ 53083.

Count Il is for an alleged violation of the Federal Conputer
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Fraud and Abuse Act (CFAA), which prohibits, inter alia,
“intentional [] access[] [of] a protected conputer wthout
authorization.” 18 U.S.C. 8§ 1030(a)(5)(A)(iii). The statute
provides that “[a]ny person who suffers damage or | oss” may
obtain “injunctive relief or other equitable relief” against the
violator. 1d. § 1030(Q).

Count 111 is for an alleged breach of contract. Varga's
enpl oynment contract with Quaker precludes Varga from conpeting
agai nst Quaker for one year and from di scl osing Quaker’s
confidential information. Quaker seeks specific enforcenment of
this contract agai nst Varga.

Count 1V is for an alleged breach of fiduciary duties.
Here, Quaker does not allege that a breach of fiduciary duties,
even if true, would provide support for an injunction against

Var ga.

I11. CONCLUSI ONS OF LAW

A. The Applicable Law

For the substance of the state-law clains (PUTSA and breach
of contract), the Court is to apply Pennsylvania state

substantive law. See SI Handling Sys., Inc. v. Heisley, 753 F.2d

1244, 1255 (3d Cr. 1985). For the federal CFAA claim the Court
is to apply federal |aw

Al though two of the relevant clains are state-|aw cl ai ns,
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this federal court, sitting in diversity, is to apply federal
substantive law to a request for a prelimnary injunction.

Instant Air Freight Co. v. CF. Air Freight, Inc., 882 F.2d 797,

799 (3d Gir. 1989).

B. Analysis

There are two distinct issues at play here, the non-conpete
covenant and potential disclosure of Quaker’s confidenti al
i nformation.

Varga argues that there are two reasons why the non-conpete
covenant does not preclude himfromworking for Stuart. The
first is that the non-conpete covenant is unreasonable (and thus
unenf or ceabl e) because of a | ack of geographic restriction. The
second is that, even if the non-conpete covenant is enforceable,
the equities weigh in favor of permtting Varga to work in
Stuart’s alum num di vi si on.

The second issue is Varga's potential disclosure of Quaker’s
confidential information. Quaker contends that Varga shoul d be
prohi bited fromworking at Stuart because he m ght possess

certain of Quaker’s confidential information.

1. The Non- Conpet e Covenant

a. The Non-Compete Covenant |s Reasonabl e

Under Pennsylvania |law, for a non-conpete covenant to be

13



enforceable, (1) it nmust be “incident to an enploynent relation
between the parties to the covenant,” (2) the restrictions nust
be “reasonably necessary for the protection of the enployer,” and
(3) the restrictions nmust be “reasonably limted in duration and

geographic extent.” Sidco Paper Co. v. Aaron, 351 A 2d 250, 252

(Pa. 1976). The burden is on the enpl oyee to denonstrate that

t he non-conpete covenant is “unreasonable[].” John G Bryant Co.

v. Sling Testing & Repair, Inc., 369 A 2d 1164, 1169 (Pa. 1977).

This burden is “particularly heavy,” as “the determ nation of
reasonabl eness is a factual one, requiring consideration of al

the facts and circunstances.” Victaulic Co. v. Tieman, -- F.3d

--, 2007 W 2389795, at *5 (3d Cr. Aug. 23, 2007) (quoting
Wl | Span Health v. Bayliss, 869 A 2d 990, 999 (Pa. Super. C

2005)) .

Varga chal |l enges only one aspect of the non-conpete
covenant, that of its seemingly unlimted geographic extent.
Varga argues that the non-conpete covenant’s |ack of a geographic
scope renders the covenant unenforceable. Such is not the case.

Courts have uphel d non-conpete covenants | acki ng geographic
[imts (or with very broad geographic restrictions) where the

enpl oyee’ s duties and the enployer’s custoners were

geographically broad. See Fisher Bioservices, Inc. v. Bilcare,
Inc., 2006 W. 1517382, at *13 (E.D. Pa. May 31, 2006) (hol ding

t hat non-conpete | acki ng geographic restriction was enforceabl e
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because the former enployer sought only to prevent the enpl oyee
fromsoliciting custoners she dealt with while at the forner

enpl oyer); Nextgen Healthcare Info. Sys., Inc. v. Messier, 2005

WL 3021095, at *13 (E.D. Pa. Nov. 10, 2005) (*“Nationw de
non-conpete restrictions are enforceabl e under Pennsyl vania | aw
where the former enpl oyer does business on a nationw de scale.”);

Coventry First, LLC v. Ingrassia, 2005 W. 1625042, at *9 (E. D

Pa. July 11, 2005) (noting that courts uphold nationw de
territorial scopes when the enpl oyee has actually serviced

clients nationwide); Nat'|l Bus. Servs., Inc. v. Wight, 2 F.

Supp. 2d 701, 708 (E.D. Pa. 1998) (“[T]he geographic scope of the
restrictive covenant is reasonable. Although nationw de
covenants are disfavored, in this case both [the fornmer enployer]
and [the new enpl oyer] are nationw de businesses, and [the

enpl oyee], while enployed by [the forner enployer], had extensive

contacts with custoners all over the nation.”); Gaphic Mnt.

Assocs., Inc. v. Hatt, 1998 W. 159035, at *14 (E.D. Pa. Mar. 18,

1998) (“[T] he geographic scope of the restrictive covenant (North
Anerica) is reasonable . . . . [The fornmer enployer] sells its
equi pnent and consulting services to hundreds of newspapers

t hroughout the United States and Canada. As a [former enpl oyer]
executive, [the enployee’s] work involved clients throughout

North Anerica.”); QVC 1Inc. v. Bozek, 1996 W. 179993, at *4 (E. D

Pa. Apr. 12, 1996) (“Because [the former enployer] and its
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conpetitors conduct business via nationally televised cable
tel evision, the national geographic scope of the provisionis
reasonable to protect [the fornmer enployer’s] interests.”);

Kraner v. Robec, Inc., 824 F. Supp. 508, 512 (E.D. Pa. 1992)

(“Because [the former enployer] and its conpetitors market their
products in all fifty states, the [nationwi de] geographic scope
of the restrictive covenant is not unreasonable.”). |If

nati onw de geographi c scopes are reasonable for national
conpanies, it is not hard to extrapol ate that worl dw de

geogr aphic scopes are simlarly reasonable for worl dw de

conpani es.

Moreover, the Third GCrcuit recently noted that the notion
of a too-broad geographic scope has becone “antiquated” in |ight
of the increasingly global econony. Victaulic, 2007 W. 2389795,
at *8. “In this Information Age, a per se rul e agai nst broad
geographic restrictions woul d seem hopel essly anti quated, and,

i ndeed, Pennsylvania courts (and federal district courts applying
Pennsyl vani a | aw) have found broad geographic restrictions
reasonabl e so long as they are roughly consonant with the scope
of the enployee' s duties.” I1d. Finally, the Third Grcuit has
counsel ed that the district court should consider the geographic
el enment in the context of the overall non-conpete restriction.
Id. In Victaulic, the covenant “prevent[ed] Tieman from worKking

for nine naned conpetitors--presumably businesses that, |ike
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Victaulic, are large-scale suppliers of the same ki nds of
products. These conpetitors mght be able to use a forner
Victaulic enpl oyee’ s specialized know edge of Victaulic’s product
lines and sal es strategies anywhere in the world that the two
conpete.” 1d. Here, the geographic Iimtation (or |ack thereof)
nmust be read in connection with the overall non-conpete covenant.
Varga is prohibited fromworking for a Quaker conpetitor anywhere
in the world. Quaker has only a handful of direct conpetitors,
and these conpani es, regardless of the physical |ocation of their
headquarters, offices, manufacturing plants, or enpl oyees,
conpete for custoners on a worl dwi de basis. Indeed, in the
parlance of the Third Crcuit, “[t]hese conpetitors m ght be able
to use a former [Quaker] enployee’ s specialized know edge of

[ Quaker’ s] product lines and sal es strategi es anywhere in the
world that the two conpete.” |1d.

This case denonstrates the Third Grcuit’s point in
Victaulic. Both Quaker and Stuart admt that they are head-to-
head conpetitors in markets for specialty oils for both steel and
alum numin both the United States and abroad. They have nany of
the same custoners and they conpete for many of the sane
custoners. Quaker, headquartered in Pennsyl vania, and Stuart,
headquartered in Illinois, are worldw de conpanies with offices
and clients on every continent save Antarctica. Mreover, Varga

proposes to work for Stuart in Illinois. He was working for
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Quaker for the past five years in Illinois. There is sinply no

di spute that the covenant’s restriction on himworking for Stuart
is reasonable in spite of the covenant’s |ack of a geographic
[imtation.

The non-conpete covenant is reasonabl e and enforceabl e,

in spite of its |lack of a geographic restriction.

b. The Non- Conpete Covenant Shoul d Be Enforced at

Equity
This question is the heart of the parties’ dispute. Varga
argues that, in spite of the non-conpete covenant, he shoul d be
permtted to work for Stuart in its alum numdivision. Quaker
argues that the non-conpete covenant shoul d prevent Varga from

working for Stuart in any capacity.

i Prelimnary | njunction Factors

The Court nust “bal ance” four factors in determ ning whet her
to grant a prelimnary injunction:

(1) whether the novant has shown a reasonable
probability of success on the nerits; (2) whether the
movant will be irreparably injured by denial of the
relief; (3) whether granting prelimnary relief wll
result in even greater harmto the nonnoving party; and
(4) whether granting the prelimnary relief will be in
the public interest.

Al | egheny Energy, Inc. v. DQE, Inc., 171 F.3d 153, 158 (3d Cr

1999) (quoting Am G vil Liberties Union of N.J. v. Black Horse
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Pi ke Reqgional Bd. of Educ., 84 F.3d 1471, 1477 n.2 (3d Gr. 1996)

(en banc)).’” The granting of a prelimnary injunction is an

“extraordinary renedy.” Am Tel. & Tel. Co. v. Wnback &

Conserve Program Inc., 42 F.3d 1421, 1426 (3d Gr. 1994).

(a). Reasonable Probability of Success

In the non-conpete covenant, Varga agreed that, for a period
of one year after |eaving Quaker, he would not be enpl oyed by
“any firmin business as a manufacturer, seller, or distributor
of chem cal specialty products which are the sane, like, simlar
to, or which conpete with Quaker (or any of its affiliates’)
products or services.” It is undisputed that Stuart is a seller
of specialty chem cal products and that Stuart conpetes directly
with Quaker. It is also undisputed that Varga signed an
enpl oynent agreenent with Stuart and seeks to work for Stuart, a
conpetitor.

Quaker thus has a very high probability of succeeding on the

merits against Varga for violating the non-conpete covenant.

" The Third Circuit has not been entirely clear in
explicating the prelimnary injunction standard, even after, in
1994, noting the confusion and attenpting to settle the matter.
See W nback, 42 F.3d at 1426 n.8. Wile sone cases require the
bal ancing of all four factors, see, e.qg., Al legheny Energy, 171
F.3d at 158, others require a plaintiff to prevail on the first
two factors and then |leave it to the Court’s discretion to
“exam ne” the last tw factors, “[i]f relevant,” see, e.q., Adans
V. Freedom Forge Corp., 204 F.3d 475, 484 (3d Cr. 2000).

Regardl ess, here the plaintiff prevails on all four factors.
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(b). ILrreparable Harmto Quaker?

I rreparable harmis harm “of a peculiar nature” for which

“conpensation in noney al one cannot atone.” (Qpticians Ass’n of

Am v. Ind. Opticians of Am, 920 F.2d 187, 195 (3d G r. 1990)

(quoting Morton v. Beyer, 822 F.2d 364, 372 (3d Gr. 1987)). 1In

covenant not to conpete cases, the “nature of the right that is
injured,” i.e., the fornmer enployer’s legitimate interest in
protecting its business, nmakes equitable relief appropriate.

Nat'| Bus. Servs., Inc. v. Wight, 2 F. Supp. 2d 701, 709 (E. D

Pa. 1998). An enployer has a legitimate interest in preventing
an enpl oyee fromleaving to work for a conpetitor, carrying with
hi mthe enployer’s goodw ||, specialized training, and
confidential information. 1d. “‘[l]nterests that can be
protected through covenants include trade secrets, confidential
information, good will, and unique or extraordinary skills.
Simlarly, not allow ng conpetitors to profit froman enpl oyer’s
‘specialized training and skills’ is a legitimte use of a

covenant.” Victaulic, 2007 W. 2389795, at *5 (quoting Hess V.

8 Quaker contends that, under the rule from Bettinger v.
Carl Berke Ass’n, Inc., 314 A 2d 296, 298 (Pa. 1974), once a
court finds a non-conpete covenant prima facie valid, it should
be enforced at equity wi thout even a showing of irreparable harm
Admttedly, this seens to be rule from Bettinger under
Pennsyl vania | aw. However, a federal court nust apply federal
substantive law in examning the nerits of a request for a
prelimnary injunction. |Instant Air Freight Co. v. CF. Ar
Freight, Inc., 882 F.2d 797, 799 (3d Gr. 1989). And federal |aw
requires a showing of irreparable harmto the enployer in order
to issue a prelimnary injunction
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Gebhard & Co., 808 A 2d 912, 920 (Pa. 2002), and Mrrgan’s Hone

Equi p. Corp. v. Martucci, 136 A 2d 838, 846 (Pa. 1957)); see also

Coventry First, LLC v. Ingrassia, 2005 W. 1625042, at * 11 (E. D

Pa. July 11, 2005) (“[I]nterference with custoner rel ationships
satisfies the irreparable harmrequirenent. . . . Because the
violation of a covenant not to conpete results in interference
Wi th custoner relationships causing nonquantifiabl e danmages, such
covenants are prima facie enforceable in equity.” (internal
citations and quotation marks omtted)).

The Coventry court had little trouble finding that the
enpl oyer would suffer irreparable harmto its custoner
rel ati onshi ps when a fired enpl oyee sought to work for a simlar

conpany. 1d. Simlarly, the court in Telanerica Media Inc. V.

AMN Tel evi sion Marketing, 1999 W. 1244423, at *6 (E. D. Pa. Dec.

21, 1999), found that an enployer’s former president’s conpeting
with the enployer in a new venture was “highly likely to result

i n un-conpensabl e danage” to the enployer. 1In Telanerica, the

enpl oyee’ s knowl edge of the former enployer’s “business
practices” could be passed on to the new enployer, and “a jury
woul d have great difficult [sic] assessing the damage that the

use of said information woul d cause, beyond that of an immedi ate

| oss of business.” 1d. Finally, the Telanerica court found it
rel evant that the non-conpete agreenment “explicitly states that

damages are inadequate and that the parties agree to an
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injunctive renedy.” 1d. Such is also the case here, because in
t he covenant Varga “agree[d] that in the event of a breach or
threatened breach . . . of the restrictive covenant][]

Quaker will suffer irreparable harm and nonetary danages nay not
be an adequate renedy. . . . Quaker shall be entitled as a matter
of right to specific performance of the covenants contai ned
herein by the way of tenporary or permanent injunctive relief.”
As the Wight court held:

ASI [the former enployer] will suffer substanti al
injury if Wight [the enpl oyee] goes to work for | npact
[the new enpl oyer]. Wight devel oped extensive
custoner relationships while enployed by ASI, which
constitute the goodwill of ASI. Wight also has a

wi de-rangi ng know edge of ASI’s business, products and
custoners, which would be inpossible for her not to
call on if she was working for ASI’s direct conpetitor.
As an enpl oyee of Inpact, Wight's duties wll
certainly be in conflict with ASI’s objectives, which
are to sell its products and services and pronote its
goodwi I .  The potential injury to ASI's goodw || and
the potential use of ASI’'s confidential information
constitutes irreparable harm

Wight, 2 F. Supp. 2d at 709; see also Fisher Bioservices, Inc.

v. Bilcare, Inc., 2006 W 1517382, at *12 (E.D. Pa. May 31, 2006)
(“[I]njury to goodwi || and the use of a conpany’ s confidenti al
information are the types of injuries which would constitute

i rreparabl e harmthat cannot be conpensated with nonetary

damages.”); Gaphic Mgmt. Assocs. v. Hatt, 1998 W 159035, at *17

(E.D. Pa. Mar. 18, 1998) (“[The former enployer’s] business wll
be irreparably harned. [The former enployer] clearly has a

legitimate business interest in prohibiting the [enployee] from
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conpeting with [the fornmer enployer] and from contacting and
soliciting business fromor working as an enpl oyee for its
custoners.”)

Here, Varga possesses extensive know edge of Quaker’s trade
secrets and other confidential information, including specific
i nformati on regardi ng existing custoners and potential custoners.
As part of Quaker’s senior nmanagenent, Varga also carries with
hi m Quaker’s goodwi | |. Varga has a very real opportunity to harm
Quaker’s legitimte business interests by working for Stuart, and
thus Quaker will likely suffer irreparable harmif Varga is

allowed to work for Stuart.

(c). Harmto Varga

If the Court enjoins Varga fromworking for Stuart for one
year, Varga will, obviously, suffer some harm He will not be
able to work at the job of his choice. & . Wight, 2 F. Supp. 2d
at 709 (noting that an enpl oyee “does not have a right to the
ideal job, but rather, to be able to earn a livelihood”). Varga
is sixty-two years old, has worked in the specialty chem cals
industry for his thirty-four-year career, and is currently out of
a job. H's son wll soon be going to college, and wthout his
income from Stuart, financing his son’s college education wll be
difficult.

However, in a case such as this, the harmto the enpl oyee
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al nost al ways seens greater than the harmto the conpany. The
enpl oyer, as a conpany--in this case, a very successful conpany,
it appears--will be able to financially survive an enpl oyee’s

| eaving for a conpetitor. And the enployee, as an individual,
apparently will have a hard tinme financially surviving if he is
out of work. By this superficial calculus, the harmto the

enpl oyee is always greater. See Advanced Fox Antenna, Inc. v.

Csaszar, 1999 W 54567, at *3 (E.D. Pa. Jan. 29, 1999) (“I
conclude that granting plaintiff’s prelimnary injunction notion
woul d i npose greater harm upon defendant, an individual who woul d
be unable to work in her chosen profession for a year, than that
whi ch woul d be inposed on plaintiff by denying one.”); Childers

Prods. Co. v. Baxter, 1989 W 41344, at *8 (E.D. Pa. Apr. 21,

1989) (“The record shows that M. Baxter is the sole source of
support for his wife and three children. M. Baxter stated that
he woul d not know what enpl oynment he could pursue if this Court
enjoined himfromworking for [the new enpl oyer]. Against these
potentially grave consequences, [the forner enployer] spoke of
| ost sales for a corporate entity . . . ."). If this were the
rule, no restrictive covenant woul d be enforced against a | arge
and successful conpany.

But the numerous courts that have specifically enforced non-
conpete covenants agai nst the enpl oyee have concl uded that,

regardl ess of the relative wealth of the enployer and enpl oyee,
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the harmto the enployer trunps the harmto the enpl oyee. See
Fi sher, 2006 W. 1517382, at *12; Hatt, 1998 W 159035, at *18;

see also Wight, 2 F. Supp. 2d at 709 (noting that the enpl oyee

will likely be able to obtain sone enpl oynent, though not
necessarily “a position as rewarding, in either nonetary or
career terns,” as the one she was offered at a conpetitor).
Moreover, the fact that Varga, by resigning from Quaker and
joining Stuart in spite of know ng about the non-conpete
covenant, brought this dispute on hinself weighs against him

here. See Merrill Lynch, Pierce, Fenner & Snmith, Inc. v.

Napolitano, 85 F. Supp. 2d 491, 496 (E.D. Pa. 2000)
(“Significantly, any harmto Napolitano would be self-inflicted,;
he anticipated that Merrill Lynch imedi ately woul d seek to
enforce its unanbi guous enpl oynent contract, and chose to breach
it nevertheless. The self-inflicted nature of any harm suffered
by the wrongdoer (Napolitano) weighs heavily in favor of granting

prelimnary injunctive relief.” (citing Pappan Enters., Inc. v.

Hardee’s Food Sys., Inc., 143 F.3d 800, 806 (3d Cr. 1998)));

Hatt, 1998 W. 159035, at *1 (refusing to allow a “high |evel

of ficer of a conpany who betrayed his enployer . . . to

ci rcunvent a covenant not to conpete”); Wight, 2 F. Supp. 2d at
709 (“[The enpl oyee] voluntarily left [the former enployer], with
full know edge that [the former enployer] would enforce the

covenants against her; this factor is worth considering in
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bal ancing the harmto the parties.”); cf. Coventry First, LLC v.

| ngrassia, 2005 W. 1625042, at *9 (E.D. Pa. July 11, 2005)
(noting that the fact that an enpl oyee was fired, rather than
resi gned, weighs in the enployee’' s favor for invalidating the
non-conpete agreenent). For exanple, Varga coul d have brought
his interest in working for Stuart to Quaker’s attention and
sought to be relieved of his obligations under the covenant,
per haps for sone consideration. Instead, he accepted the job at
Stuart and then quit Quaker, all with full know edge of the terns
of the non-conpete covenant.

Therefore, while Varga wll obviously suffer some harm he
brought that harmon hinself and the harmis not necessarily

greater than the potential harmto Quaker.

(d). Public Interest

The “public interest” prong is relatively anorphous. Most
courts sinply state--and this Court will join the chorus--that
the public has an interest both in seeing a worker work in his
chosen profession and in seeing freely-entered-into contracts
enforced. The Coventry court provides good exanpl e:

It is true that, as a matter of public policy,

Pennsyl vani a courts are reluctant to enforce any
contracts in restraint of free trade, particularly
where they restrain an individual fromearning a living
at his trade. Nonetheless, it is generally in the
public interest to uphold an agreenent freely entered
into by the parties. . . . [Sluch an injunction w ||
further the public interest by protecting legitimte
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busi ness interests that are recogni zed under

Pennsyl vani a | aw, nost especially, [the enpl oyer’s]

interest in custonmer goodw || .
2005 W 1625042, at *12 (internal citations and quotation marks
omtted).

In simlar cases, courts have not been reluctant to hold
that the public has a greater interest in seeing the non-conpete

covenant enforced than in allowi ng the enpl oyee to work in the

new job. See, e.qg., Nextgen, 2005 W 3021095, at *13 (“There is

an inportant public interest in enforcing contracts voluntarily
entered, particularly those entered by know edgeabl e and
experienced businessnen . . . .”7); Wight, 2 F. Supp. 2d at 709
(“The public interest is best served, in this case, by upholding
the restrictive covenants . . . .”7); Hatt, 1998 WL 159035, at *19
(“Preventing M. Hatt from breaching the restrictive covenant
with his former enployer will discourage unfair conpetition, the
m sappropriation and wongful use of confidential information and
trade secrets, and the disavowal of freely contracted
obligations.”).

| ndeed, as put by the Hatt court, “allowi ng the Defendant to
freely violate his restrictive covenant . . . would encourage
Plaintiff’s other enployees to violate their restrictive
covenants. Restrictive covenants only have value if they are
enforced.” 1998 WL 159035, at *18. As the Third Grcuit

recently recognized, restrictive covenants serve inportant
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business interests in today’' s econony. See Victaulic, 2007 W

2389795, at *7 (noting that although non-conpete covenants are
technically “disfavored, Pennsylvania courts recogni ze that
‘covenants have devel oped into inportant business tools to allow
enpl oyers to prevent their enpl oyees and agents from | earni ng
their trade secrets, befriending their custonmers and then noving
into conpetition with themi” (quoting Hess, 808 A 2d at 159)).
The Court therefore finds that it is in the public interest

to enforce the restrictive covenant.

ii. Bal anci ng the Equities

In determ ning whether to grant the requested prelimnary
i njunction specifically enforcing the non-conpete covenant, the
Court looks primarily to the job that Varga |left Quaker to do:
the director of market devel opnent for Stuart’s netals division.
After the suit was filed, Stuart and Varga renegoti ated and cane
up with a proposed “work-around”: Varga woul d be the marketing
director for the alumnumdivision only (wwth no responsibilities
for steel). There are two inportant observations here. The
first is that Varga’s changing of his proposed job is alnost a
tacit adm ssion that the job for which he was initially hired at
Stuart unanbi guously viol ated the non-conpete covenant. The
second observation is that the Court is not well-equipped to

eval uate each prospective (and indeed, newWy and specifically
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created) job at Stuart to determne if it violates the non-
conpete covenant. There nay be sone job for Varga at Stuart that
woul d not violate the non-conpete covenant, but Varga and Stuart
are entitled to only one bite at the apple: they cannot keep
offering different positions until they stunble upon one that
falls outside the scope of the non-conpete covenant. Rather, the
job for which Varga was hired is the job that Varga has commtted
himself to for the purposes of the Court’s decision on whether to
issue the prelimnary injunction

Therefore, Varga' s prospective job working in the netals
division (steel and alum num would al nost certainly violate the
non- conpete covenant, and it does support the Court’s concl usion
that Quaker is entitled to a prelimnary injunction preventing
Varga fromworking at Stuart for a year

However, even if Varga’s job were to be limted to the
al um num mar ket, under the circunstances present here, Quaker
woul d still prevail. The Third Crcuit recently provided sone
factors that a court should consider in deciding whether a non-
conpete covenant can be specifically enforced over the enpl oyee’s
obj ections that the covenant is unreasonabl e because, though the
enpl oyee is admttedly working for a conpetitor, he clainms to be
working in a different industry.

In Victaulic, the conpany, Victaulic, manufactured

mechani cal devices for use in a nunber of industries, including
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fire protection. 2007 W. 2389795, at *1. Tieman was a sal es
representative for Victaulic; he had signed a non-conpete
agreenent. |Immediately upon leaving Victaulic’s enploy, Tieman
began working for Tyco, one of Victaulic' s direct conpetitors.

Ti eman argued that he was famliar only wwth Victaulic's fire
protection products, so it would be unreasonable to prohibit
Tieman fromselling simlar products for Tyco for use in other
industries. The district court agreed wth this argunent, but
the Third Crcuit reversed. It held that the question of whether
the prohibition fromselling any Tyco products is reasonable is a
fact-intensive inquiry. “Evenif . . . Tieman’s job was limted
to a small subset of Victaulic s products, we do not know how
simlar the various product lines are, how transferabl e know edge
of one product line is to the others, or whether there is
substantial overlap in custoners.” 1d. at *6. Thus, the Third
Crcuit strongly inplied that if the product lines are simlar,

i f know edge of one product line is transferable to another, and

if there is a substantial overlap in custoners, then prohibiting

t he enpl oyee fromworking for a conpetitor, even if the enpl oyee

works only on a different product line, is reasonable. The Third

Crcuit also stated that Victaulic mght have a legitimte
interest in protecting its “goodw ||, trade secrets, and
specialized training,” especially if the goodw ||, trade secrets,

and specialized training in the fire protection industry are
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applicable in other industries. 1d.

Here, the jobs to be perfornmed for the al um num and steel
divisions are sufficiently simlar. |Indeed, Stuart originally
hired Varga to do both. Wile the specific chem cal fornulas for
the oils differ for steel and al um num processing, the underlying
t heori es behind the makeup of the chem cal fornulas is the sane.
Moreover, the role of a person in the marketing field is the sane
for both alum num and steel: cultivate custoner rel ationshi ps
wi th nmetal -working plants and market the specialty oils to those
cust oners.

In short, the equities heavily weigh in Quaker’s favor.
Quaker will likely succeed on the nerits of showi ng that Varga
vi ol ated the non-conpete covenant. Although Varga wll suffer
sone harmif he is unable to work for Stuart for the year, Quaker
will be irreparably harmed if Varga is allowed to work at Stuart
during this year. The public has an interest in seeing both an
i ndi vi dual pursue his chosen line of work and courts enforce
reasonabl e contracts. The Court concludes that, bal ancing the

equi ties,® Quaker has shown that it is entitled to prohibit Varga

° Varga nekes an equitabl e argunment that the unclean hands
doctrine estops Quaker from seeking to bar Varga from working for
Stuart, because in 2002 Quaker allowed Varga to work at Quaker
while Varga was still contractually obligated to Stuart not to
conpete with Stuart. This argunment has no nerit. Quite sinply,
Varga' s agreenent with Stuart was a non-solicitation, while his
agreenent with Quaker was a non-conpete. An enpl oyee can | eave
Conmpany A and go to work for a conpetitor, Conpany B, w thout
vi ol ating Conpany A's non-solicitation agreenent, so long as the
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fromworking at Stuart for a year

2. Varga' s Potential Disclosure

This issue is, in spite of Quaker’s apparent indignation,
basically irrelevant at this stage. Varga's possi bl e possession
of Quaker’s confidential informati on does not provide a
sufficient basis for prohibiting Varga fromworking at Stuart.

Varga does not dispute that the information he copied
contai ned Quaker’s confidential trade secrets. Nor does he deny
accessing the informati on when he knew he was prohibited from
doing so. H's position is that he nmade a m stake, a | apse of
judgnent, but that he no | onger possesses any of Quaker’s
confidential information nor intends to disclose any of Quaker’s
information to Stuart.

The CFAA and the PUTSA permit a court to enjoin an
i ndi vidual fromdisclosing his fornmer enployer’s trade secrets.
18 U.S.C. § 1030(g); 12 Pa. Stat. Cons. 8§ 5303. But this is a
nmoot point: Varga already knows, and indeed has represented to

the Court, that he is obligated under Quaker’s non-discl osure

enpl oyee does not solicit any of Conpany A's custoners while

enpl oyed at Conpany B. However, it is far nore difficult for an
enpl oyee to | eave Conpany A and go to work for a conpetitor
Conmpany B, w thout violating Conpany A’ s non-conpete agreenent.
Wil e at Conpany B the enpl oyee m ght be segregated to a certain
area or restricted in his work in order to maintain conpliance
with the non-solicitation agreenent, but no anount of segregation
or restriction within Conpany B will prevent the enployee from
conpeting with Conpany A
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agreenent never to disclose Quaker’s confidential information.
The Court will enjoin Varga from di scl osing Quaker’s confidenti al
information. But Varga al ready concedes this point, and he
readily agreed at the prelimnary injunction hearing both to
return any physical Quaker information to Quaker and to keep any
know edge of Quaker’s confidential information confidential.
Quaker and Stuart have a history of trading enpl oyees back
and forth. Each tine an enpl oyee | eaves Stuart and cones to
Quaker, or vice versa, the new conpany erects safeguards to
ensure that the enpl oyee does not disclose any of his previous
enpl oyer’ s trade secrets. Mreover, the enployees thensel ves
have been trusted to self-police their activities. The Court
does not see how this situation is any different. Wether Varga
had copied the information to the storage device or not, he would
still be prohibited fromdisclosing any of Quaker’s confidenti al
information to Stuart (or any other party). In other words,
whet her he has one of Quaker’s chem cal formulas on a storage
device or in his head (through rote nenorization, perhaps), his
non- di scl osure agreenent prevents himfrom providing that formula
to Stuart. Invocation of the CFAA or the PUTSA i s unnecessary
here at the prelimnary injunction stage. (O course, whether
Varga is liable for damages under the CFAA or the PUTSA, and if
so, in what anmount, is an altogether different question, and one

that will be addressed when the case proceeds to trial.)
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V.  CONCLUSI ON

The non-conpete covenant is reasonable. Balancing the
equities, the Court wll specifically enforce the non-conpete
covenant and enjoin Varga fromworking for Stuart until July 4,
2008.

In addition, the Court will specifically enforce the non-
di scl osure agreenent and enjoin Varga fromdisclosing, to Stuart
or anyone el se, any of Quaker’s confidential information, whether

i nproperly copied by Varga or sonehow ot herwi se possessed by him
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I N THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

QUAKER CHEM CAL CORPORATI ON, : ClVIL ACTI ON
: NO. 07-2668
Pl aintiff,
V.

CHARLES VARGA,

Def endant .

ORDER

AND NOW this 4th day of Septenber 2007, pursuant to Federal
Rul es of Cvil Procedure 52(a) and 65, followi ng a hearing on the
record on August 9, 2007, and for the reasons stated in the
acconpanyi ng Menorandum it is hereby ORDERED that Plaintiff’s
notion for a prelimnary injunction (doc. no. 2) is GRANTED.

It is further ORDERED that Defendant is ENJO NED from
commenci ng enploynment with D. A Stuart Co. until July 4, 2008.

It is further ORDERED that Defendant is ENJO NED from
di scl osing any of Quaker’s confidential information.

It is further ORDERED t hat Defendant shall return to
Plaintiff any of Plaintiff’s information currently in Defendant’s
possession, including but not limted to the USB storage devi ce.

It is further ORDERED that Defendant shall file an answer to
Plaintiff’s conplaint by Septenber 11, 2007.

AND I'T I S SO ORDERED.

EDUARDO C. ROBRENO, J.
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