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IN THE UNITED STATESDISTRICT COURT
FOR THE SOUTHERN DISTRICT OF OHIO
EASTERN DIVISION

MEMC ELECTRONIC MATERIALS,

etal.,
Plaintiffs, E Case No. 2:12-CV-344
V. JUDGE ALGENON L. MARBLEY
KARTHIK BALAKRISHNAN, Magistrate Judge Norah McCann
: King
Defendant.

OPINION AND ORDER

Plaintiffs MEMC Electronic Materials, m and MEMC Pasadena, Inc. (collectively
referred to as “Plaintiffs” or “MEMC”) seek@areliminary injunction against Defendant Karthik
Balakrishnan, until trial, to prevent him from: (1) working for losil Energy Corporation (“losil”)
in any capacity, and (2) improperly using afisclosing MEMC's confidential, proprietary
information and trade secrets. (Doc. 49, 30gon this Court having held a preliminary
injunction hearing and the pasidaving filed post-hearing bfge (Doc. 48-51), this matter is
now ripe for decision. For the following reaspMEMC’s motion for a preliminary injunction
is GRANTED in part andDENIED in part. This Court preliminarily enjoins Balakrishnan from
using and disclosing MEMC's cadgntial, proprietary informatin and trade secrets, but not

from working at losil.
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. BACKGOUND
A. Factual History
Many of the facts in this casee disputed by the parties. eflGourt attempts to identify
the points of contention below.

1. Balakrishnan’'s Work Expemce Prior to Joining MEMC

Balakrishnan holds a PhD from Washingtémversity where he studied, among other
things, multi-phase reaction engineering and senductor material processing. Before joining
MEMC, Balakrishnan worked at General Elecfor nine years, implementing new technology
into the manufacturing process, operating t@acusing multi-phase reaction engineering, and
working on pilot plants.

2. MEMC's Business Operations and Balahnan’s Responsibilities at MEMC

MEMC Electronic Materials, Inc. is a Delawacorporation with its principal place of
business in St. Peters, Missouri. MEMC Pasad&ajs also a Delaware corporation with its
principal place of business in Pasadena, TeBadakrishnan started MEMC in August, 2009,
and served as Director of lgsilicon Product Technology at MEC Pasadena, Inc. MEMC'’s
major market segments are semiconductor materials, solar materials, and energy. MEMC
Pasadena, Inc., where Balakrishneorked, produces granular gsilicon, which is the base
material used in manufacturing silicon wafers. Silicon wafers are used in the semiconductor
industry. The parties dispute the extent of MEMC's involvemetitarpolysilicon industry.

There are several basic methods that caenip@oyed to manufacture polysilicon, but the
two primary methods use either a fluidized bedctor (“FBR”) or a Siemens reactor, and the
same general three steps are usdibth of these methods. Firshpure silicon is reacted with

other materials to form a gas containing silicon and some other chemical compound (including,
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but not limited to, chlorine, hydrogen, iodine wmomine). Second, the resulting gas is purified

in a distillation process. Third, the polysilicorestracted from those purified gases in a process
called chemical vapor deposition. This last deposition phase is accomplished in either a FBR or
Siemens reactor. What differentiates polysitienanufactures from one another is how well

each step is managed.

MEMC asserts that it has pered extensive research atel/elopment, and invested a
significant amount of time and money, in the F&il Siemens reactor methods, and that both
methods are essential to its business. Nelhntogies at MEMC are gerally kept as trade
secrets rather than put into patents. If a aetitgr has access to tleegade secrets, MEMC
explains, the learning curve for prodogipolysilicon can be reduced greatly.

MEMC also argues that Balaghnan was exposed to a numbgits trade secrets. He
was responsible for taking research and devedmpmdeas and transfang those ideas to the
manufacturing floor. Balakrishnavas involved in researcimé development related to both
FBRs and Siemens reactors. He had accasspiartant presentations, discussions, and key
metrics at MEMC.

Balakrishnan disputes MEMC'’s charactetiaa of its business, and contends that
polysilicon is simply a raw material used by MEMC to make its final products. Balakrishnan
argues that MEMC does not maelysilicon for sale. There wasstimony at the hearing that
as of April 30, 2012, MEMC could buy granufaslysilicon cheaper thaih could produce it.

Balakrishnan explains thatshiesponsibilities at MEMC we well-defined. He primarily
worked on: production of the inptaw material silicon tetrafluate, used in producing silane;
production of hydride, used to make silane gasduction of silane gaimprovement of the

existing FBR in Pasadena; and recovery of wasi@ the silane process. Balakrishnan asserts
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that he did not work on MEMC'’s Merano, lItaly ptar its Siemens reactors. He also testified
that he did not work on kerf recovery or reliygg at MEMC or MEMC’sproposed joint venture
with Samsung.

3. Balakrishnan's Agreement with MEMC

Balakrishnan entered into an agreement MEBMC when he started work in August,
2009. Because of an explosion that occuaedEMC’s plant on Balakrishnan's first day,
Balakrishnan testified that tveent through his paperwork igkly and did not review the
agreement because his immediate help was needeel site of the explosion. A section in the
agreement entitled “Confidential Informatiopfovides that Balakrishnan will use his “best
efforts and diligence both during and after [NMEMC employment to protect the confidential,
trade secret and/or pnogtary character of all Confidentiadformation.” (Doc. 1-1 at 2.)
Balakrishnan will also refrain from “directly or indirectly, us[ing] (for [himself] or another) or
disclos[ing] any Confidential farmation, for so long as #hall remain proprietary or
protectable as confidential trade secret information.”ld.)

The “Competitive Activity” gction of agreement restricBalakrishnan’s ability to
engage in certain competitive activities:

| shall not, directly or indirectly (whethas owner, partneconsultant, employee

or otherwise), at any time during the ekiof two (2) years following termination

for any reason of my final employmenitiyMEMC, engage in or contribute my

knowledge to any work or activity thatvolves a product, process, apparatus,

service or development which is themygaetitive with or similar to a product,

process, apparatus, servaredevelopment on which | worked or with respect to

which | had access to Confidential Infeation while at MEMC at any time

during the period of five (5) yeammediately prior to such termination

(“Competitive Work™), unless | first obtaithe express written consent of a duly

authorized offer of MEMC, which consemay be withheld in MEMC'’s sole

discretion. Following the expiration of sdido (2) year pedd, | shall continue

to be obligated under the “Confidentiafdrmation” section of this Agreement

not to use or disclose Confidentiafdrmation so long as it shall remain
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proprietary or protectable asnfidential or trade secret. For purposes of this
paragraph, a semiconductor device shall not be considered competitive with, or
similar to, any product of MEMC.
(Id.) Finally, the agreement provides that it “biv@ construed under the laws of the State of
Missouri.” (d. at 4.)

4. Security at MEMC

MEMC presented testimony tite hearing that it takesaasures to protect its trade
secrets by: limiting access to information lthapon an employee’s level in the company;
requiring employees to sign confidentiality amzh-disclosure agreements; having security
checkpoints; allowing access teetfacility with badges only; kking and securing the premises;
shredding important informatioand protecting computers withgsavords that must be changed
frequently.

There was also testimonytae hearing, however, that badgee not always checked at
MEMC. Balakrishnan points out that therens hard drive encrypin or other security
measures used on MEMC'’s portable laptop poters, even though employees and contractors
are permitted to remove the laptops from MEMC property.

5. Balakrishnan’s Departure from MEMC

In November 2011, Balakrishnan told his symor at MEMC that he was leaving for
vacation. Balakrishnan stopped going to work on November 11, 2011, but he was not on
vacation. Instead, he began work at losil'®¥&port, Ohio manufacturing plant on November
14, 2011. Balakrishnan had signed an offer lettdr l@sil, on October 6, 2011, more than a
month prior. Nevertheless, his effective resignation from MEMC was not until November 27,

2011. Upon resigning, Balakrishneotd his supervisor at MEMCSteve Wachnowsky, that he



was moving to Canada to be with his wifen March 7, 2010, MEMC learned Balakrishnan was
not in Canada, but had joined losil in Ohio.

After Balakrishnan’s departure, MEMC hikréorensic investigators, Kroll Ontrack
(“Kroll”), to examine Balakrishnan’s MEMC f#op. Kroll's investigation revealed ten mass
storage devices had been connected to Balalssitaptop in the seven-week period between
October 6, 2011 and November 26, 2011. At #srimg, Balakrishnan admitted that he did use
eight of the ten storage devicdde no longer had the devicéispugh, because he “used to leave
them laying around in [his] car in Houston and ke¢p up with them,” “they went bad,” and he
eventually threw them away. (Doc. 44 at 313:2—4.)

Kroll also discovered that, betweenp&amber 2, 2011 and November 13, 2011, data
destruction applications had been installed, and subsequently uninstalled. Balakrishnan
conceded at the hearing thatrae data destruction applications. MEMC points out that
because these programs were run, it is now isiplesto ascertain how much data was deleted
or transferred from Balakrishnan’s MEMC lapt According to Kroll, Balakrishnan accessed
his laptop as late as November 27, 2011.

Balakrishnan argues that the reliabilitykabll's analysis is questionable because
MEMC failed to secure the laptop after he retdtit in late November 2011, and Kroll did not
receive the laptop for analysistil January 31, 2012. Kroll's fensic evidence does not show
any wrongdoing, Balakrishnan contends, and capelosed into the following three categories:
(1) five laptop files; (2) six hk files showing files that were accessed on external devices; and
(3) data deconstruction applications.

As for the five laptop files, one waaccessed on November 6, 2011, and four were

accessed on November 19, 2011. Balakrishnan reféhe file accessed on November 6, 2011,
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as the “Poly Strategy” file, and presented testimatmye hearing that this file was accessed in
connection with a presentation|Brishnan was working on for MEMC. As for the other four
files, Balakrishnan could not have accessedites on November 19, because: he used data
deconstruction applications prior to Novemberi®had already packed his laptop to send back
to MEMC as of November 19; and Gail Coppemphysiotherapist who owned a clinic that
Balakrishnan’s wife was contemplating purchastegtified at her deposition that Balakrishnan
and his wife were with her at her clinic blovember 19. Coppens testified that she never
observed Balakrishnan @nlaptop that day.

As for the six link files showing filethat were accessed on external devices,
Balakrishnan contends that the use of flastedrwas commonplace at MEMC. Only one of the
six link files pointed to MEMC files, andhobse files were related to an MEMC project
Balakrishnan was working on at the time they were accessed.

Finally, with respect to theata deconstruction softwaalakrishnan ran the software
because he placed personal information srdptop, which included banking, immigration, and
tax information, as well as information ab&ail Coppens’s clinic.This practice was not
prohibited by MEMC policy.

6. losil’'s Business Operations and Balahnan’'s Responsibilities at losil

The parties disagree about how to cateagolosil’s primary busirgs, and whether losil
is MEMC'’s competitor. MEMGasserts that losil is trying tmmpete in the polysilicon
marketplace, which MEMC argues is evident fralithree of losil’s anticipated growth paths—
licensing technology, pursuing joint collaborations ingbéysilicon industry, and
manufacturing polysilicon directly. Balakrishnamntends that losil is not MEMC’s competitor.

losil explores technology relatédl the use of iodine in polyg&bn production. losil’s goal is to
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demonstrate the scalability of the iodinegess, not to manufase polysilicon, whereas
MEMC produces semiconductor and solar materiBlslakrishnan also notes that losil has no
plans involved in: production gfranular polysilicon, kef recowgrand ingot, wafer, solar cell,
or solar module production. Balainnan responsibilities at losificlude building the pilot plant
and chemical production, specifically, reacting rihetgical grade silicorwith iodine. MEMC
has never used iodine or metallurgigedde silicon in polysilicon production.
B. Procedural History

MEMC filed its complaint and motion f@ temporary restraining order (“TRO”) on
April 18, 2012. (Doc. 1, 3.) This Court held.acal Rule 65.1 conference on April 19. Both
parties were present and htheé opportunity to be heard. On April 20, MEMC’s TRO was
granted, and Balakrishnan was tempityanjoined and restrained fronmter alia: (1) “[u]sing
or disclosing any confidential, proprietagnd/or trade secret information of MEMC?;
(2) “[e]lngaging in or contributig knowledge to any work or @aty that involves a product,
process, apparatus, service, or developmeithwik then competitive with or similar to a

product process, apparatus, service, or @gveént on which Balakrishnan worked or with

respect to which Balakrishnan had access to Confidential Information while at MEMC (including

by working for losil Energy Corporation)”; and)(3b]Jreaching the termand conditions of the
Agreement.” (Doc. 8.) The TRO remains effee until this Court’s rling on MEMC'’s request

for a preliminary injunction.

This Court held a preliminary injunctioraring on June 1, 2012. The parties filed post-

hearing opening and reply briefs, which became ripe for review on July 9, 2012.



1. STANDARD OF REVIEW

A preliminary injunction is a remedy used by #tourt to preserve é¢status between the
parties pending trial on the meriteniv. of Texas v. Camenisctbl U.S. 390, 395 (1981).
When determining whether to grant a preliamyninjunction, this Gurt must balance the
following four factors: “(1) whether the movalmhs shown a strong likelihood of success on the
merits; (2) whether the movant will suffer irreéghle harm if the injunction is not issued;

(3) whether the issuance ottimjunction would cause substeal harm to others; and
(4) whether the public interest would served by issuing the injunctiorOverstreet v.
Lexington-Fayette Urban Cnty. Goy305 F.3d 566, 573 (6th Cir. 2002).

These factors are not prerequisites, bufactors that are to be balanced against each
other. United Food & Commercial Workers Union,dad 1099 v. Sw. Ohio Reg’l Transit Auth.
163 F.3d 341, 347 (6th Cir. 1998). A preliminarjuirction is an extraordinary remedy which
should be granted only if the movant carriesaniser burden of provinthat the circumstances

clearly demand itLeary v. Daeschne£28 F.3d 729, 739 (6th Cir. 2000).

Y In his reply brief, Balakrishnan contends thatd'[frevail on its request for a preliminary injunction,
MEMC, must prove each of the four preliminary injunction factors by clear and convincing evidence.”
(Doc. 51.) Balakrishnan’s characterization of the imwcorrect. When determining whether to grant a
preliminary injunction, courts are engaging in a balamexercise. For example, if three of the four
factors weigh in favor of granting the preliminary injunction, and the fourth factor weighs in favor of
denying the injunction, the court can, neverthelesmtgnjunctive relief. Due to the limited purpose of a
preliminary injunction, and given that the hearing ismftehaste, “[a] party . . . is not required to prove
his case in full at a preliminary-injunction hearindgJhiv. of Texas451 U.S. at 395. The case law cited
by Balakrishnan does not support his contention that f@&ttr of the balancing test must be proven by
clear and convincing evidence in order for the Court to grant injunctive r&lgsf.Corl v. Citizens Bank
Case No. 2:08-CV-234, 2008 U.S. Dist. LEXIS 826766a{7 (S.D. Ohio July 1, 2008) (explaining that
“[ulnlike a preliminary injunction, a permanent injttion requires Plaintiff to show actual success on the
merits, rather than a mere likelihood of success on the merits, as well as a demonstration that she has
already suffered irreparable injury,” and that plaintifist demonstrate his or her right to this permanent
injunctive relief by clear and convincing evidend@jicago Title Ins. Corp. v. Magnussat87 F.3d 985,
991 (6th Cir. 2007) (explaining that a plaintiff has a burden of showing that a covenant not to compete is
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1. LAW AND ANALYSIS
A. Likelihood of Success on the Merits
MEMC brings seven causes of action in its Complaint, and each will be evaluated to
determine the likelihood of MEC’s success on the merits.

1. Injunctive Relief (Claim 1)

MEMC asks this Court preliminarily and peanently to enjoin Balakrishnan in its first
cause of action. An injunction, howeyer a remedy, not a cause of actittemmond v.
Citibank, N.A. No. 2:10-CV-1071, 2011 WL 4484416 al (S.D. Ohio Sept. 27, 20115¢ee
Reyes v. Wilson Mem. Hosp02 F.Supp.2d 798, 801 n.1 (S.D. Ohio 1998) (noting that claim for
injunction “does not constitute a separate legal claim for relief”). This Court need not consider
MEMC’s first cause of action iits likelihood of success evaluation.

2. Misappropriation of Trade 8e=ts in Violation of the
Ohio Uniform Trade Secrets Act (Claim 2)

Under the Ohio Uniform Trade Secrets Act, Ohio Revised Code 88 1333.61-69
(“UTSA"), “[a]Jctual or threatened misappropiiah may be enjoined.” O.R.C. § 1333.62(A). A
“trade secret” is defined as:

information, including the whole or apprtion or phase of any scientific or

technical information, design, processpgdure, formula, pattern, compilation,
program, device, method, technique, opiovement, or any business information

reasonable by clear and convincing evidence in oradehéwe to be a viabldaim for breach of the

covenant under Ohio lawm. Sys. Consulting, Inc. v. Devi€@ase No. 2:07-cv-818, 2007 U.S. Dist.

LEXIS 66339, at *5-6 (S.D. Ohio Sept. 7, 2007) (ekpiay that “[t{jhe moving party must demonstrate a
right to injunctive relief by clear and convincing evidence,” but that the four factors are not “prerequisites
to be met”);Patio Enclosures, Inc. v. Herhs9 F. App’x 964, 969 (6th Cir. 2002) (“To be granted an
injunction, the plaintiff must demonstrate, by claad convincing evidence, actual irreparable harm or

the existence of an actual threat of such injuryfieathan all four factors) (internal quotations and

citations omitted).
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or plans, financial information, or tiag of names, addresses, or telephone
numbers, that satisfies both of the following:

(1) It derives independent economic value, actual or potential, from not being
generally known to, and nbkeing readily ascertainkbby proper means by, other
persons who can obtain economic eaftom its disclosure or use.

(2) It is the subject of efforts thate reasonable under the circumstances to
maintain its secrecy.

O.R.C. § 1333.61(D).

A plaintiff must establislhe following by a preponderance of the evidence to maintain a
claim for trade secret misappropriation: (1) the texise of a trade secret; (2) the acquisition of a
trade secret as a result ofantidential relationship; and (&)e unauthorized use of a trade
secret.Heartland Home Fin., Inc. v. Allied Home Mortg. Capital Cob8 F. App’x 860, 861
(6th Cir. 2008) (citingHoover Transp. Serv., Inc. v. Fry&7 F. App’x 776, 782 (6th Cir. 2003)
(per curiam)).

When evaluating whether a party possetisde secret, Ohio courts evaluate:

(1) The extent to which the informati is known outside the business; (2) the

extent to which it is known to thoseside the business, i.e. by the employees;

(3) the precautions taken by the holder ef titade secret to guard the secrecy of

the information; (4) the savings effectad the value to theolder in having the

information as against competitors; (5) the amount of effort or money expended in

obtaining and developing the informati@md (6) the amount of time and expense

it would take for others to acqeiand duplicate the information.
State ex rel. Besser v. Ohio State Unid2 N.E.2d 373, 378 (Ohio 2000). Plaintiff has the
burden of identifying and demondiray that the alleged trade secieincluded in categories of
protected information under the UTSA, and must tadtéve steps to mairitathe secrecy of the
trade secretld. Information “is entitled tdrade secret status orifythe information is not

generally known or readily astainable to the public.1d. at 379. A court must evaluate

whether the information has been disclosed tsidatparties and whether security policies exist
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to safeguard the informatiomMovak v. FarnemagmMo. 2:10-CV-768, 2010 WL 4643002, at *3
(S.D. Ohio Nov. 9, 2010) (collectintpses). The existence of a rtieelosure agreement is also
a factor for a court to consideld. at *3 (citingALTA Analytics 75 F.Supp.2d at 785).

“While individual pieces of information available in the public domain do not qualify as
trade secrets, ‘a new combination of known stegzocesses can betitled to trade-secret
protection.” Id. at *4 (citingMike’s Train House, Inc. v. Lionel, LL.@72 F.3d 398, 411 (6th
Cir. 2006)). The same is true “even if some @f itiformation is available in patent applications,
so long as the entire trade secratos revealed in the applicationld. (citing Allied Erecting &
Dismantling Co., Inc. v. Genesis Equip. & Mfg., |r@19 F.Supp.2d 702, 713 (N.D. Ohio
2009)).

MEMC argues Balakrishnan cannot bested to protect MEC's trade secret
information. The circumstances surrounding hisifardeparture indicate intent to use MEMC'’s
trade secret information to benefit losil. ME also contends Balakrishnan took MEMC trade
secret information and downloaded it ontorhisss storage devices. At least one MEMC
document has turned up already at losil. rRitis urge that the&ourt “should disbelieve
Balakrishnan’s assertion that the eight podadtbrage devices ditbt (or do not) contain
MEMC confidential and trade seciaformation.” (Doc. 49 at 13.)

Balakrishnan responds that MEMC is uslikto succeed on the merits of its UTSA
claim because it cannot demonstrate MEMC protiectsade secret information once it has been
accessed properly. MEMC is also unable to satisfy element (3) of its UTSA ttlaim,
Balakrishnan acquired MEMC trade se@asta result of unauthorized usgee Heartland Home

258 F. App’x at 861. Balakrishnan’s use of MEM@ade secrets was &otized, he claims.
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MEMC has not sustained its burden of dastrating that it is likely to succeed on the
merits of its UTSA claim. At the hearing, MEEC successfully demonstrated that trade secrets
exist at MEMC and are integral i3 business. For example, whasked if intellectual property
and trade secrets were impoittéo MEMC, Dr. Milind Kulkani, vice president and chief
technology officer of the solar mai&s business, replied: “Abagkly. That is the essential
piece for our differentiation. We are a technolegypany. Without that, we cannot compete.”
(Doc. 44 at 17:7-11.) According Kulkarni, because of Balakhgsan’s position as Director of
Polysilicon Product Technology, he had acces®didential and trade secret information
including, but not limited to: “[b]lue books and-salled processes of record, these are recipes
that are used to run all different types ofqasses, and all the presentations we were making
that had confidential information which reldt® Pasadena technology for which Karthik was
directly responsible, but alg¢o other technologies such as Siemens technolodg. at(21:24—
25, 22:1-5.) The Court is convinced MEMGuId satisfy the first element bteartland Home
See258 F. App’x at 861.

MEMC also demonstrated that trade secaegsacquired as the result of a confidential
relationship. Employees at MEMC, like Balakman, sign agreements in which they agree to
“use [their] best efforts andldjence both during and after [theMEMC employment to protect
the confidential, tragl secret and/or proprietacharacter of all Confideial Information.” (Doc.
1-1 at 2.) MEMC alsanter alia, limits access to certain information based upon an employees’
level in the company, and allows access to dlodify only with a badge. The Court believes
MEMC will most likely be abldo satisfy the second element of its UTSA claim as well.

MEMC has more difficulty, however, withéhthird element of its UTSA claim. The

Court does not believe the likemod of MEMC being able tprove Balakrishnan acquired
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MEMC trade secrets as the result of unauthorusalis high. At the hearing, MEMC failed to
show which, if any, trade secrets Balakrnan was misappropriating or using without
authorization.

Dr. Kulkarni was asked at the hearindpe@ was concerned ths#EMC’s confidential
information and trade secrets may be compromisBdldkrishnan is allowed to work at losil.
He responded as follows:

As | mentioned, Karthik is technicallydtly competent. He's excellent. And he’s

aware of what MEMC does. He was ditg responsible fosignificant portions

of our polysilicon technology, and hechlree access to all of our polysilicon

technology. And losil is in the busas of developing new polysilicon

technology. And as | mentioned to yoaependent of the chemistry, what

differentiates a competitor is how livgou produce polysilion in these three

steps: making of gases containing silicon, purification of these gases, and

production of silicon from these gases.

So Siemens technology he has inclitenowledge of, and fluidized bed
technology he directly understands it. t8ere are not too many other options for
anybody as far as the reactors amecewned. And definitely Karthik’s
background, his capabilities and whatiéerned in MEMC is going to be of
significant value to losil, and they’'going to cut down the development time by
many yearsAnd this is going to adversely affect all competitors.

(Doc. 44 at 27:8-25, 28:1-6.) But the fact tBatakrishnan is good &is job and is highly
competent should not factor infee Court’s analysis with respt to the UTSA claim. Nor
should the fact that Balakrishnan hetthorizedaccess to a number of N\ME trade secrets.
MEMC needs to show that Balakrishnan misappeted trade secrets thugh unauthorized use.
“[S]imply being exposed to the possibility wfisappropriation or threatened misappropriation,
however, is not sufficient fdO.R.C.] § 1333.62 purposesProsonic Corp. v. Staffordb39
F.Supp.2d 999, 1006 (S.D. Ohio 2008). MEMC “must establish actual or threatened

misappropriation.”ld.
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MEMC attempts to show unauthorized bgepointing to the facts that Balakrishnan
transferred data on mass storage devices fariois departure and ran data deconstruction
software. If this was the only evidence for @aurt to consider, it may be persuasive. But
Balakrishnan presented testimony at the Ingathhat the use of mass storage devices was
commonplace at MEMC. He also explained thatibed the data deconstruction software to
erase personal information from his computer. Balakrishnan presented testimony and evidence
that casts doubt on MEMC's position that Baldknian used the mass storage devices to transfer
MEMC trade secrets and confidential informati@ee infraPart I.A.5. For example, MEMC
failed to secure Balakrishnan’s laptop once is\weturned, and presumably anyone could have
accessed the laptop between the time it was retameédhe time Kroll analyzed its contents.
Moreover, for each file or link file that contained MEMC information and that was accessed on
Balakrishnan’s laptop in November 2011, Balakrishpeovided an explanation that linked the
file or link file to a particulaproject he was working on thaiguired him to access that file or
link file. Stated simply, MEMC has yet to identibne trade secret that Balakrishnan transferred
improperly from his MEMC laptop. It appearslikely, therefore, thaMEMC will be able to
prove the third element of its claim.

MEMC argues this Court should, neverthelgss|iminarily enjoin Balakrishnan because
of the doctrine of inevitable disclosure. Balaknan counters that MEMC will be unable to
show the inevitable disclosure rule appliesduse it cannot show: (Balakrishnan had detailed
and comprehensive knowledge of MEMC's tradersts; (2) losil is a competitor of MEMC; and
(3) MEMC trade secrets walibe useful to losil.

Under the inevitable disclosure rule:
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[A] threat of harm warranting injunctivelief can be shown by facts establishing

that an employee with detailed andmqmehensive knowledge of an employer’s

trade secrets and confidential inf@tion has begun employment with a

competitor of the former employer in a position that is substantially similar to the

position held during the former employment.

Procter & Gamble Co. v. Stonehai7 N.E.2d 268, 279 (Ohio App. 2000). The reasoning
behind this doctrine is that an individual cahoompartmentalize a competitor's knowledge and
that disclosure or misappropriation of trade secrets is inevit&l@gxon Digital Storage, Inc. v.
Haenszel832 N.E.2d 62, 68—69 (Ohio App. 2005). In Ohio, it is presumed that “a threat of
harm warranting injunctive relief exists aman employee with specialized knowledge
commences employment with a competito€dntech Const. Prod., Inc. v. Blumenst&io.
1:11cv878, 2012 WL 2871425, at *11 (S.D. Ohio July 12, 2012).

While MEMC will most likely be successful in demonstrating that Balakrishnan has
detailed and comprehensive knowledge of MEdMCade secrets, MEMC will have more
difficulty showing losil is a competitor of MEM@nd that MEMC's trade secrets will be useful
to losil.

First, at present, MEMC can buy polysilitcheaper than it can manufacture it. Its
primary market segments are semiconductor masesalar materials, drenergy. losil, on the
other hand, is developing technolagypurify silicon into polysilcon, using iodine. It is not
producing polysilicon yet. One day, losil megmpete with MEMC, but the companies are not
competing right now. Given these differencess itot clear that MEMC'’s trade secrets will be
useful to losil. Moreover, Balakrishnan testifiihat his responsibilities at losil are different
from his prior responsibilities MEMC. In fact, the knowledge he gained working on pilot

plants and with new technology atii&eal Electric for nine yearsjill be more useful than his

experience at MEMC while he is at losil.
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MEMC likelihood of success on its UTSA claim is not high, at least not high enough, to
justify the “extraordinary remedy” of preliminayienjoining Balakrishnan &m working at losil.
See Leary228 F.3d at 739.

3. Misappropriation of Trade Sexts Under Common Law (Claim 3)

MEMC argues that Balakrishnan misapprofatbtrade secret in violation of Texas
common law in its third cause of action. ledaot, however, addresge likelihood its success
on this claim in its preliminary injunction briefifgBalakrishnan argues he did not violate
Texas common law for the same reasons he digialatte the UTSA. Without any case law or
developed argument from the parties with respetiisoclaim, the Court will not consider this
claim for purposes of determining MENMikelihood of success on the merits.

4. Violation of the Computer Bud and Abuse Act (Claim 4)

Similarly, Plaintiffs do not dicuss their likelihoodf success with reggt their claim for
violation of the Computer Fraud and Abuse Act, 18 U.S.C. § 1030, et seq. (“CFAA").
Balakrishnan addresses this claim briefly in arfiot#, and argues that Plaintiffs are not entitled
to relief on their CFAA claim because there wasevidence the Balakrishnan has had access to
MEMC’s computer system sie November 2011. Again, becauseither party elaborates on
MEMC’s likelihood of success wittespect to the CFAA claim, this claim will not be considered

for purposes of determining the likebod of MEMC'’s success on the merits.

% In one instance in its reply brief, MEMC briefly mins Texas and Missouri law in connection with an
argument related to its claim under the UTSA. (Doc. 50 at 14) (“Texas and Missouri law are in accord
[with Ohio law].”) This blanket assertion does pobvide the Court with gticient information to

address the likelihood of MEMC's success with respect to its third cause of action.
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5. Breach of Contract (Claim 5)

MEMC brings a breach aontract claim alleging Bakaishnan has breached his
agreement with MEMC Seeinfra Part I.A.3. MEMC argues th#s likelihood of success with
respect to this claim is high because its agrent is reasonable and its trade secrets and
confidential information are a ldgnate, protectable intest under Missouri law. The fact that
the agreement lacks a geographical restriction doeaffect its enforceability because courts
analyzing Missouri law routinely enforce canvants not to competbat do not contain
geographical limitations. Balakrishnan’s work ail@learly violates the terms of his agreement
with MEMC.

Balakrishnan responds that Missouri cogdastrue covenants ntat compete narrowly,
and do not enforce restrictions that are meameingo protect an employer from competition by
a former employee. Balakrishnan also arguasMEMC is seeking to do much more than
prevent him from using MEMC trade secrets—MIE is seeking to prevent him from working
at losil altogether, which is an impeissible expansion of Missouri law.

The Court must engage iao-part inquiry. First, th€ourt must determine whether
the agreement is valid, and eed, if it is valid, whether Balakrishnan breached the agreement.
Under Missouri law, restrictiveowenants are enforced in equityhey are reasnable under the
circumstances and enforcement serves legiémettectable interests, which includes trade
secrets.Mayer Hoffman McCann PC v. Barto@l14 F.3d 893, 908—-09 (8th Cir. 2010) (applying
Missouri law). MEMC can use a “non-compeatgreements to protect itself from unfair
competition by misuse of its trade secretbléalthcare Servs. Of the Ozarks, Inc. v. Copeland

198 S.W.3d 604, 613 (Mo. 2006).
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The “Confidential Information” section of Bekrishnan’s agreement will most likely be
found valid under Missouri law. During and aftes employment, Balakrishnan is prevented
from disclosing MEMC confidential information tnade secrets, and it is clear that under
Missouri law MEMC can use an agreement to protect itself from unfair competition by misuse of
this type of information.d.; see Superior Gearbox Co. v. Edwarl69 S.W.2d 239, 247-48
(Mo. App. 1993) (trade secrets and confidential informatioragnetectable interest under
Missouri law). For the same reasons MEM@kisly to be unsuccessful on the merits of its
UTSA claim, however, it is likely to be unstessful in proving Balakrishnan has breached the
“Confidential Information” sectin of his agreement with MEMCSee infraPart I1I.A.2.

The Court is also concerned that tB®mpetitive Activity” language in MEMC’s
agreement goes too far by prohibiting any competition without a gdogaapmitation. (Doc.
1-1 at 2-3.) Under the agreement, Balakrishisgrohibited, for a two-year period, from
engaging in or contrilding his knowledge todnywork or activity that involves a product,
processapparatus, service or development whgcthen competitive with or similar to a
product, process, apparatus, service or devedopon which [he] workedr with respect to
which [he] had access to Confidential Inforratiwhile at MEMC at any time during the period
of five (5) years immediately prior to such terminationd. ét 2) (emphasis). For an employee
like Balakrishnan, who was exposed to manyedéht “processes”—a broad and undefined term
in the contract in and of itself—while at MEM@his provision effectively prevents him from
working in his field after leaving MEMC.

Even more problematic is the fact that thisguage has no geograpddirestriction. This
Court finds unpersuasive the case law that MEESs to support its edention that “[c]ourts

analyzing covenants under Missbplamwv routinely enforce covens to not compete that do not
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contain geographic limitations.” (Doc. 49 at 28.) In all of the cases cited by MEMC, the courts
found that the covenant at issue was not wotout a geographicdimitation specifically

because it was only prohibiting the solitiba of a former employer’s clientsSee Schott v.
Beussink950 S.W.2d 621, 627 (Mo. App. 1997) (“Thesabce of a geographical limitation in

this case does not render the restrictive covemagnforceable” because “the covenant does not
prevent employees from practicimgany particular geographicalea, it merely prohibits them

from soliciting employer's clients”Mayer Hoffman614 F.3d at 908-09 (“Although the

restrictive covenants in this case are not restricted geograghMadkouri law recognizes that a
customer restriction may substitute for an expgieographical restriatn.”). The language in
Balakrishnan’s covenant not to compete is modader.

Because MEMC likelihood of proving Békrishnan breached the “Confidential
Information” section of his agreement isMcand because this Court has doubts about the
validity of the “Competitive Activity” language, MEC is unlikely to succeed on the merits of
its breach of contract claim.

6. Breach of Duty of Loyalty and Conversion (Claims 6 and 7)

Plaintiffs do not discuss their likelihood ofcaess with respect todah breach of duty of
loyalty and conversion claims. B#trishnan argues these claims will be displaced under O.R.C.
§ 1333.67(A).

Section 1333.67(A) provides that, the UT8i&places “conflicting tort, restitutionary,
and other laws of this stateguiding civil remedies for misapppriation of a trade secret.”
Contractual remedies, other civil remedies #ratnot based on misappropriation of a trade
secret, and criminal remedies, however, aradigglaced under § 1333.8V)( Claims “which

are based entirely on factual gjiégions of misappropriation tfade secrets” are barred by
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8 1333.67(A).See Miami Valley Mobile Servs.clrv. ExamOne Worldwide, In€€ase No.
3:11-cv-158, 2012 WL 441148, at *12 (SOhio Feb. 10, 2012) (citinglasstech, Inc. v. TGL
Tempering Sys., IncG0 F.Supp.2d 722, 730 (N.D. Ohio 1999))he relevant question is
whether the facts supparg the common law claim are solelgpendent on the same operative
facts as the UTSA claim.1d. at *13 (citingAllied Erecting & Dismantling C0.649 F.Supp.2d
at 721).

MEMC'’s claims for duty of loyalty ad conversion will likely be displaced by
§ 1333.67(A). Both claims appear to be dependent on the same operative facts as MEMC’s
UTSA claim. See Miami Valley2012 WL 441148, at *13; (Compl. § 114-18) (“While
employed at MEMC, Balakrishnan breachesl d¢hity to MEMC by wrongfully transferring
MEMC'’s confidential, proprietary and trade seandbrmation outside the company in order to,
on information and belief benefit Balakrishnan &minew employer, lositp the detriment of
MEMC."); (Id. at 119-24) (“Balakrishnan wrongfultyansferred MEMC'’s confidential,
proprietary and trade eeet information outside the compain connection with his secret
departure from the company to join a competitosil.”). It is unlikely MEMC will be
successful on its breach of dutylofalty and conversion claims.

B. Irreparable Harm

In the Sixth Circuit, “[a] phintiff's harm from the deniaf a preliminary injunction is
irreparable if it is not fully compensable by monetary damag@sérstreet v. Lexington-
Fayette Urban County Goy’'805 F.3d 566, 578 (6th Cir. 2002). More specifically,
“[iJrreparable harm generally results framisappropriation of intellectual property by a
competitor because of the potential for lasting and unjust competitive harm that would otherwise

not occur.” Ethicon Endo-Surgery v. Crescendo Tec@ase Action No. 1:07cv1018009 WL
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2707805, at *6 (S.D. Ohio Aug. 24, 2009) (citatiemsitted). “[T]he loss of trade secrets
cannot be measured in money damages” becausade secret once loist of course, lost
forever.” Novak 2010 WL 4643002, at *5 (citingMC Corp. v. Taiwan Tainan Giant Indust.
Co., Ltd, 730 F.2d 61, 63 (2d Cir. 1984)).

MEMC argues that both Ohio and Missouwwlare clear that misuse or threatened
misuse of trade secret information cannot bky fur adequately conmgnsated through monetary
damages, and injunctive relief is warranéeda result. Balakrishnan contends MEMC'’s
argument that it will suffer irreparable harnmsaht a preliminary injunction is unconvincing
because it took two and a half months to file afier learning that Balakrishnan was working
for losil. Balakrishnan also notes that durthg preliminary injunctin hearing, Dr. Kulkarni
testified that the direct negative impact losillcbhave on MEMC as a result of Balakrishnan’s
breach could be measured in dollars.

MEMC has not met its burden of demonstrgtit will be subject to irreparable harm for
the same reasons it is not likely to succeedts USTA claim—it has not shown that
Balakrishnan has, or threatens tosagipropriate MEMC trade secreSee infraPart I11.A.2.

C. Harm to Other

In evaluating the harm to third parties, ®eurt must “balance the harm a plaintiff would
suffer if its request for a preliminary injuncti@rere denied with the harm the defendants would
suffer if they were to be preliminarily enjoinedNovak 2010 WL 4643002, at *6 (citinGorp.
Exp. Office Prods. v. Warreios. 01-2521 DBRE, 01-2667BRE, 2002 WL 1901902, at *27

(W.D. Tenn. May 24, 2002)).

% Neither party addresses factors three or four in its post-hearing briefing. Rather, the parties have
incorporated arguments by reference from prior briefing.
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MEMC argues that the harm it will suffer as a result of Balakrishnan’s misappropriation
and breach outweighs the harm Balakrishnan @vsuffer if his employment with losil was
terminated. Because Balakrishnan enteremlan agreement with MEMC willingly and
knowingly, enforcing that agreement, MEMC arguesyults in no inequity. Balakrishnan argues
the harm to MEMC is speculative at best. Reakhnan again asserts the has not taken any
trade secrets or violated hisragment with MEMC. As a result, an injunction would simply
prohibit him from engaging in thevdul activity of earning a living.

As explained above, MEMC has not showattihis likely to succeed in proving that
Balakrishnan misappropriated teadecrets and/or breached &ggeement with MEMC. Harm
to MEMC is speculative at this point, while Balakrishnan clearly will be harmed if this Court
enjoins him from working at losil because he W@l unemployed. This factor weighs in favor of
denying MEMC's preliminary injunction motion.

D. Public Interest

MEMC argues that granting a preliminaryuinction in this cas&ill promote public
policy because the public has atenest in enforcing valid comants and allowing employers to
protect their valuable trade setg. Balakrishnan argues thaagting a preliminary injunction in
this case would undermine the public interest beedliere is no unfair diegal activity to
enjoin.

Enforcing the “Competitive Activity” section of Balakrishnan’s agreement would not be
in the public interest becaudas Court doubts thatrovision of the agreement is valid under

Missouri law. The public interest factweighs in Balakrishnan’s favor.
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V. CONCLUSION

The balancing test factors all weighfavor of denying MEMC'’s request to prevent
Balakrishnan from working at IdsiThis Court, thereforddENIES MEMC'’s request to
preliminarily enjoin Balakrishnan from workingitlv losil until trial on the merits. However,
because this Court finds thaetfConfidential Information” seémn of Balakrishnan’s agreement
with MEMC is most likely valid under Missoulaw, MEMC'’s request to preliminarily enjoin
Balakrishnan from using and disclosing MEMCnéidential, proprietarynformation and trade
secrets iISRANTED.

IT 1SSO ORDERED.

g/ Algenon L. Marbley

Algenon L. Marbley
United States District Judge

Dated: September 11, 2012
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