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INTHE UNITED STATESDISTRICT COURT FOR THE
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

SIGNAL FINANCIAL HOLDINGS LLC, and
SIGNAL FUNDING LLC,
both Delaware limitediability companies,

Plaintiffs,

V. Case No. TC 8816

LOOKING GLASS FINANCIAL LLC,
a Delaware limited liability company, and
FARVA JAFRI, and individual, )

)
)

)
)
)
)
)
)
;
) Judge Joan H. Lefkow
)

Defendants.

ORDER AND OPINION*?

The court held an evidentiary hearing regardmgnal Financial Holdings LLC and
Signal Funding LLG (together, Signalpreliminary injunctionduringwhich the parties
presented testimorgnddocumentary evidence as wellfasal arguments to the court. Based on
the evidence receivenhcluding the testimony of witnesses and the exhibits introduced by the
partiesand the arguments of counsel, the court enters the following findings of fact and
conclusions of law under Rul&2(a)and 65(d)f the Federal Rules of Civil Procedufdese
findings are preliminary in nature aade not binding as the case progresskshiganv. U.S.
Army Corps of Engineer$67 F.3d 765, 782 (7th Cir. 2011)

FINDINGS OF FACT

Litigation funding, also called pre-settlement funding or legal funding, involneinig
money to a plaintiff against thgotentialvalue of a verdict or settlemei@ignal a subsidiary of
777 Partners, is a member of the induitgtfocuseson bodilyinjury claims resulting from

motor vehicle accidentshe majority of which end in settlemegstablishedn July 1, 2016}t

! The court’s juisdiction rests on 28 U.S.C. § 1332enue is proper in the Northern District of
lllinois, Eastern Division, pursuant to 28 U.S.C. § 1391.

Dockets.Justia.com


https://dockets.justia.com/docket/illinois/ilndce/1:2017cv08816/347022/
https://docs.justia.com/cases/federal/district-courts/illinois/ilndce/1:2017cv08816/347022/79/
https://dockets.justia.com/

originally had only two employees: Gary Chodien acting ChieExecutiveOfficer (CEO)
and Farvalafri, who was hired on July 25, 2016. Throughout her time at Sidgiaiyas a
member of the executive team workingder several titles, including chigerating officer,
chief financial officer, chief information security officer, executive ypeesident of operations,
and geeral counsel.

To attractpotential investorand raise capitaSignal creates Power Point presentations,
known as “slide decks,” to present in a compelling maiaspecific business model and
explainwhy it is an attractive investmedtafri, ChodesandJuan Arciniegas, who joined 777
Partners in August 2016, worked togetttecreateone such slide deck.

At some point, Jafri’s relationship with Signal soured, and on September 28, 2017, she
submitted a resignation lett@ffective immediately. Sigal and Jafri then attempted to negotiate
a transition agreemeriut it nevercame to fruitionand sheeceivedno compensatioffor any
time at Signahfter September 2®uring the negotiations, however, Jafri continued to have
access to her Signal email acco@n. October 7, 2017, Jafri logged into her Signal email,
searched for specific emails aflés and forwarded them to her personal email accdurdse
files included the previously mentioned slide deck, an EXCEL spreadsheet condafimagial
model of projected operations, draft employment agreements, and underwritinigngaide
Shortly thereafter, Jafri founded Looking Glass, a litigation funding compangoangetitor of
Signal.Using theforwardedslide deckas a‘template” Jafri crated a Looking Glass slide deck.
She then sent her slide deck to approximately ten separate potential investors.

Signalsoon came into possession of a copy of the Looking Glass slidelideck.
immediatelybegan annternalinvestigationrandsoon discoverethatJafi hadforwardedthe
documents to herself. Sigralleges thathose documents, including the slide dealetrade

secretslt filed counts of trade secret misappropriation under both the Defend Trade 8etrets



(DTSA) and the lllinois Trade $eets Act (ITSA)against Jafri and Looking GlaéSignal then
sought and received a temporary restraining order enjoining Jafri and Lookisgi@Grasusing
theforwardeddocuments. Itater moved for a preliminary injunction on the same grounds. When
presenting its motion for preliminary injunction on January 3, 2018, Signal argued that an
evidentiary hearing was unnecessary because defendants had not mouraetuahgidfense.
The court, recognizing that the preliminary injunction could kealved at any time, granted
Signal’'s motion and allowed Looking Glass one week to submit a memoradeutiflying
contested issues of fact that woulddgrified atanevidentiary hearing After reviewing the
memorandum, the court scheduleldearingfor January 18. The hearing was limited in scope to
issues raised by defendants in their memorantiihose issues included the history and
intended applicability of an employee handbook, whetkemin draft employment agreements
are trade secrets, and, shanportant to the preliminary injunctipwhether the slide deck is a
trade secret.

An evidentiary hearing was hetoh January 18, 19, and Zach side presented
documentary evidencehich includedhe verified complaint, as well as testimonial evicie

Signal produced two witnesses. The first was David Hough, SignatentCEO on whose

% Signal also brought a count for violation of the Computer Fraud and Abuse Act, 18 U.S.C. §
1030,et seq, but that claim is not at issue here.

%“[T] he court need not conduct an evidentiary hearing unless one is called fesal afra fact
issue created by the response to a motion for a preliminary injufidiieria Credit Local. Rogan 602
F.3d 879, 884 (7th Cir. 2010) (collecting cases). Inddadirty case in which a party seeks an
evidentiary hearing, he must be able to persuade the court that the issue ig@miieel and material
and so a hearing would be productive—he must show in other words that he has andamtérotiite
evidence that if believed will so weaken the moving party's case as to affprighs decision on
whether to issue an injunctiérly, Inc.v. GMA Accessories, Inc132 F.3d 1167, 1171 (7th Cir. 1997).

* At the time the memorandum was filed, Jafri was not represented. LdBkisg's counsel later
filed an appearance on her behalf, and the court assumes that the motion apglaiable to her
defense.

® The court also included the origin of an employee and vendor list thatdets claimed did
not originate with Signal. Prior to the hearing, Signal voluntarily withdretvatie secrets claims as to
that document.



declaration it relied for its preliminary injunction motibflough has nearly twenfjve years of
professional experience in finance, as well as thirteen geasgperience specific tore-
settlementinancing. Signal’'s second withess waginiegas the 777 Partners employee who
had participated in creating the slide dddk holds an MBA from Duke University and spent

ten years on Wall Street advising privatgiigy firms on their acquisitions of targets, including
advising on the structure of those acquisitions, evaluating the merits of thatemtgjiand

raising capital to finance those acquisitions. Jafri testified on beh&lé afedfendantsShe
receivedan MBA and JD from the University of lllinois in 2015. After receiving those degrees,
Jafriworked for a year at a starp that focused on healthcare IT. Signal was her first foray into
litigation funding.

Regarding théiistory and intended applicability of an employee handbihekparties
offered relatively little evidenceyhich may be because the issue is somewhat of a red herring to
the litigation.The parties agree thaafritook part in drafting it and knew its contents, though
she never signed a certificate of receipt acknowledging that she was botndispithetwo
draftemployment agreements, which also received relatively little attetiti@rcourt finds that
they were likely redined by Signal’s counsel as evidencedHnugh’s testimony andhe Latera
Change Pro summary reports at the end of each agreement. The court also findsdiaalined
draft agreementsvhich are marked “CONFIDENTIAL” on thefirst pageswere sent to the
third-parties, tlat is, the prospective employees or their counsel.

The slide deck necessitates greater discus8®previously stated, Chodes, Jafri, and
Arciniegasworked together on the slide deck. According to Arciniegas, the original distnbuti
of work was for Jafri to source industrygsstics andArciniegasto digest that information and

present it in a compelling manner. At some point, Chodes decideththahould no longer be

® Chodes was terminated from Signal in late March 2017. Hough took over as inE@ithat
April and became permanent CEO on September 1, 2017.



involved in preparing the slide deck and instructed her to transfer the whole project to
Arciniegas which she didlt is undisputed that the slide dectintairs, in part, publicly available
information including citations to where that information originated. Indéatt testfied
regarding information she retriev&@m a public report by Colonnade Ltd. and used in the slide
deck. The display of that informatiam the slide deckhoweverdiffers from the presdation
formatin the Colonnade report. Additionally, though information taken from public sources was
cited to in footnotes in the slide deck, the Colonnade report is not listed as a source, and
Arciniegastestified that he had not seen the report until this litigafMinvitnesses agreed that
the public information in the slide deck was organized and presented in a manner tatest pit
Signal to potential investors.
In addition to the publicly available information, the slide deck also containsiata
calculations performed by Arciniegd®r exampleArciniegastestified that healculated
potential returns under differemtarketscenarios and includéds resultsn the slide deck in an
effort to enticepotential investors toommit capital tdSignal.Jafri testified that she knew
Arciniegas’s financial analysis was included in the slide dgek1/19/2018 at 172:23-25.)
Hough testified that standard practice at Signal required all third partienta s@p
disclosure agreement (NDA) befddggnalsentouta slide deckHe ha personally sent out five
or six NDAs for signature. Arciniegas testified that, dutgtime on Wall Streehecreated
close to two hundred slide decks used to market various companies to investors, and he was
personally responsible for ensuring that potential vieagreedo an NDA before a deck was
distributed.His responsibility aSignalwas the same. Arciniegas testified that Jafri was expected
to do this also because she was a member of the “investment team,” and all members were
required to get NDAs, but the investment team was apparently a 777 PartnersateaBignal
team.Jafri, on the other hand, testified that she was never informed that slide deckseneitog

investors required NDAs. On crosmwever, she waasked whether one of her responsibilities



at Signal was drafting NDAsnd she respondetl don’t recall drafting an NDA.” (Tr. 1/19/18
175:5.) She was then presented with a print-out of her LinkedIn page, which she admitted she
created. When describifgerjob experience at Signal, the first of numerous responsibilities
listedon her LinkedIn page is “[d]rafted NDAs . . . .” (PIs.” Hearing Ex. Q at 3.) Shenatas
rehabilitated on re-direct. Accordingly, the court sees Jafri’s cragibgiimpugned and finds
Hough and Arciniegaare more credible in stating tHaignal’'s pratice was to requirBlDAs be
signed before sending out slide decks.
FINDINGS OF LAW

A party seeking a preliminary injunction must demonstrate that (1) its claim inas so
likelihood of success on the merits; (2) traditional legal remedies would bejuadgeand (3)
absent injunctive relief, it will suffer irreparable harm in the period prior & fesolution of its
claim. Girl Scouts of Manitou Council. Girl Scouts of the U.S. of Am., In649 F.3d 1079,
1086 (7th Cir. 2008). If the moving party satisfies these threshold requirements, theusiurt m
balance the threatened injunythe moving party with the threatened harm the injunction may
inflict on the nonmovantld. The court also must consider the public interest in either the grant
or denial of the injunctive reliefld. In applying these criteria, the court uses a “sliding scale”
approach: if a claim is very likely to succeed on the merits, less harm to the fpldlhbe
required to justify injunctive relief and vice versabbott Labsyv. Mead Johnson & Co.
971 F.2d 6, 12 (7th Cir. 1992).
l. Likelihood of Successon the Merits

A. The Slide Deck

To succeedn a request for a preliminary injunction, the plaintiff must demonstrate a
“better than negligible’ chance of success on the merits of at least orseadhims.”Girl
Scoutsh49 F.3d at 10961 he caurt finds that Signal’'s claimas to the slide dedkar surpass

“better than negligiblé.



The Defend Trad&ecretdAct of 2016 DTSA) creates a privatgght of action in favor
of the “owner of dradesecretthat is misappropriated. .if the tradesecrets related to a
product or service used in, or intended for use in, interstate or foreign commerce.” 18 U.S.C.
§ 1836(b)(1). Under the DTSA teadesecretincludes

all forms and types of financial, business, scientific, technical, economic, or
engneering information, including patterns, plans, compilations, program
devices, formulas, designs, prototypes, methods, techniques, processes,
procedures, programs, or codes, whether tangible or intangible, and whether or
how stored, compiled, or memorizdd physically, electronically, graphically,
photographically, or in writing if—

(A) the owner thereof has taken reasonable measures to keep such information
secret; and

(B) the information derives independent economic value, actual or potential, from
not being generally known to, and not being readily ascertainable through proper
means by, another person who can obtain economic value from the disclosure or
use of the information].]

18 U.S.C. 8§ 1839(3). Under the DTSA, “misappropriation” is defined as

(A) acquisitionof a trade secret of another by a person who knows or has reason to know
that the trade secret was acquired by improper means; or

(B) disclosure or use of a trade secret of another without express or implied cornsent b
person whe
(i) used improper means to acquire knowledge of the trade secret;
(i) at the time of disclosure or use, knew or had reason to know that the
knowledge of the trade secret was
(1) derived from or through a person who had used improper means to
acquire the trade secret;
(1) acquired under circumstances giving rise to a duty to maintain the
secrecy of the trade secret or limit the use of the trade secret; or
(111 derived from or through a person who owed a duty to the person
seeking relief to maintain the secrecy of the trade secret or limit the use of
the trade secret; or
(i) before a material change of the position of the person, knew or had reason to
know that-
() the trade secret was a trade secret; and
(I knowledge of the trade secret had been aeduy accident or
mistake].]

Id. 8 183%5). “Improper means’s defined as “theft, bribery, misrepresentation, breach or

inducement of a breach of a duty to maintain secrecy, or espionage.” 18 U.S.C. § 1839(6)(A



The definitions of “trade secret,” “mappropriation,” and “improper means” are
substantidy similar under the lllinois Trade Secrets Act (ITS8ge765ILCS 1065/2(a), (b),

(d). “Although[ITSA] explicitly defines a trade secret. lllinois courts frequently refer to six
common law factors (which are derived from § 757 of the Restatement (Fifstitsf in
determining whether a trade secret exists: (1) the extent to which the informmatramwn
outside of the plaintiff's business; (2) the extent to which the information is Koypemployees
and others involved in the plaintiff's business; (3) the extent of measures takerphairitiff to
guard the secrecy of the information; (4) the value of the information to the plaintifiness
and to its competitors; (5) the amount of time, effort and money expended by the plaintiff
developing the information; and (6) the ease or difficulty with which the infoonmabuld be
properly acquired or duplicated by othérdsearning Curve Toys, Ine. PlayWood Toys, Ingc.
342 F.3d 714, 722 (7th Cir. 20038).SA is slightly more restrictive, however, for in addition to
showing that a traglsecret was misappropriated, a plaimtiffist also show that the trade secret
was used in the defendant’s businégsat 721.

The slide deck is a tradsecretinder both DTSA and ITSA. There is no dispute that
slide decks, in part, a compilation of publicly available informati@ut “[a] trade secret can
exist in a combination of characteristics and components, each of which,lhysiisethe public
domain, but the unified process, design and operation of which, in unique combination, affords a
competitive advantage and is a protectable s&€&i v. Pribyl, 259 F.3d 587, 595-96 (7th Cir.
2001).Jafri in fact admitted that she had madsiggestion to recompile certain public
information “in such a way that it presented the statistics in a way the compatgdwo
present it.” (Tr. 1/19/2018 at 190:15-17.) The slide deck is not solely a compilation of public

information. Hough testifiechat certain slides contain financial and statistical information

" Though the Seventh Circuit was interpreting the definition of “tradeet’ under the Wisconsin
Uniform Trade Secrets Act, that definition is substantially similar to theADAr#! ITSA definitims.See
Wis. Stat. 8§ 134.90(1)(c).



created by Arciniegagafri admitted as much on cross examinat{8ee idat 186:14-21.)

Hough andArciniegaseach credibly testified that before a third party could see the slide
deck, the third party was required to sign an NDA:ofy of a representative NDA is attached to
Hough’s declaration. Additionally, eachde in the decks marked “CONFIDENTIAL-NOT
FOR DISTRIBUTION.” These are reasonable measures to keep the slide decR secréor
good reason, as it is a valuable resource. There is no dispute that the slide deckl wgs use
Signal to acquire investor funding. Signal is one player in the litigation fundingtipdasdit
spent considerable time and effort creatimg slide deck tbest present itself and its strategies
to potential investors. There is no dispute that investors see numerous slidenditbks a slide
deckmustbe compelling so as to attract attention and cut through the $igcial’s slide deck
was apparently successful in that regard. It is tellingXaft used the slide deeind
incorporated much of it wholesale into the Looking Glass slide deck, including edebeaiing
marked “CONFIDENTIAL- NOT FOR DISTRIBUTION.” The Looking Glass slidkeck was
sent to potential investors, and it appears to the court that at least some of thsisesiimaee
indeed given money to Looking Glass.

The slide deck was also misappropriated. Jafri admittedly acquired thelstll when
she sought it out specifically and sent it to hersetirdvthan a week before thahe had
tendered a resignation letter that was effective immediathbyugh she wasegotiating a
potential transfer agreement at thred, she was, by her own doing, not employed at Sigredt
her email account had not been shut down is evidence of Sigegbtiating in good faith and

hoping to reach @&ansitionagreement. Under these circumstandds reasonable to find that

8 Defendants did not challenge Signal’s efforts to maintain the secreay sifda deck in their
memorandum in support of an evidentiary hearing, and the court thus considers anyehallead.

° At the evidentiary hearing, defendants’ counsel stated that “not &atencome up with
money.” (Tr. 1/19/2018 at 196:23.) This leads the court to infelatiaassome investors have come up
with money.



Jafri’s actions in forwarding the slide deck, which she admits contAirediegas’s financial
analysiswere not authorized by Signal. Based on her educasorell as heresponsibilies at
Signal, she had reason to know that the slide deck was not to be shared openly and that as an
executive officer she haalduty to maintaiits secrecy“Although an employee may take
general knowledge or information he or she has developed during their employmerghée or
may not take any confidential information, including trade setr8tampede Tool Warehouse,
Inc.v. May, 272 IIl. App. 3d 580, 590, 651 N.E.2d 209, 216-17 (19@&)nodifiedJune 14,
1995)(internal citations omitted).

Thecourt therefore finds that Signal hasach better than negligible chance of
prevailing on its misappropriation claim as to the slide deck.

B. The Other Claimed Documents

The court finds that the draft employee agreements are not trade secrets mbekald
any independent economic value, and any claim of attacheyt privilege, to the extent it is
even relevant to this inquiry, was waived when the drafts were sent to third.&igred has
not presented any plausitdegument that the draft agreements hold economic value as a result
of their not being generally known. While Signal argued at closing that thenagmnés can serve
as templates for future agreements, thereby saving it legal fees, that wahéddase even if the
documents wereyblic. While “thethreshold for establishing likelihood of success is,lTow
Michigan 667 F.3cat 782, Signal has not met that burden.

As to the other documents claimed as trade secrets, including a financial speeadsh
underwriting guidelines, defielants have not offered any argument as to why they are not trade
secretsAccordingly, for purposes of the preliminary injunction, the court finds them tode tra

secrets that were acquired by improper means.

10



. Inadequate Remedy and Irreparable Injury

“Irreparable harm occurs in the context of trade secret misappropriation wdanadi
secret misappropriation results in the intangible loss of competitive advaoat@mers, and
goodwill.” Optionmonster Holdings, Ing. Tavant Techs., IncNo. 10 C 2792, 2010 WL
2639809, at *9 (N.D. Ill. June 29, 201@)jtation omitted)Indeed, Under lllinois law, there is a
rebuttable presumption of irreparable harm in cases involving misappropriatiodeoféerets.
Id.

Here, Signal is at risk of loggpotential investoras well as its competitive advantage,
bothirreparable injuriesCalculating damages for these types of injuries is not practicable, and
therefore no remedy at law could adequately compensate Ssgeilbbodcomm Int'lv. Barry,
328 F.3d 300, 304 (7th Cir. 2003).

[11.  Balanceof the Hardships

Signal stands to suffer irreparable harm because of defendants’ actieegslas
injunction preventing therfrom benefitting from itsnisappropriatedrade secrets. Because
Signal has such a strong chance of succeeding on the merits with regarslittetdeck, any
harm suffered by the defendants as a result of an injunction carries consiteEssiolgight.
Defendants, for their part, offer littlelewant argument regarding their potential hardshipey
seem to claim that the continued existence of an injunction casts a cloud over thesdhBut,
as stated above, Signal’s likelihood of success is high, and that outweighs anyphardshi
defendants may suffer as a result of their own wrongdoing.

For all these reasons, the preliminary injunction, as modified, stands.
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Date: Januar$1, 2018

U.S. District Judge Joan H. Lefkow
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