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Abstract

In the era of facing fast growing economic activities in industries, non-compete agreement
issues between employers and employees have been concerned more. In addition,
enterprises would like to invest more resources on the trade secret arguments while
employees moving around in the same industry. Companies that create highly innovative
business model or technology assets found the necessity to protect their business value and

trade secret by using non-compete agreements and other management systems.

The essential characteristic of trade secrets involves high volume of confidential
information. Due to its nature, the economic worth is somewhat more valuable than the
patent rights. Without any doubts, enterprises would invest tremendous resources like
personnel, file and technology management systems, to maintain their unique market
position. Equipping with well risk management capability is the most feasible way to

execute trade secret protection.

Recently lawsuits of non-compete agreements between employers and top level
management have been increased, and so far there is no total solution to better handle this
situation. Usually top level management explores more business confidential information
because of his unique position. Information and technology they interact with is not
protected by the designed agreements based on their overall job responsibility. So when

conflicts between employers and employees happened, it usually affects business greatly.

This research paper focus on the issues we mentioned previously and use top level
management as a target. We will discuss the issues of incomplete contracts that related to
the laws and regulations thoroughly. And furthermore, analyze and integrate the solutions
from different perspectives. By doing so, we would like to propose a systematic model and
management system including tangible solutions to well handle what happened in the

duration of suffering the departure of top level management.

Also we would like to include the case studies and the results from interviews with
companies and key persons in both Taiwan and U.S. sides. Through exploring the topic of
trade secret protection, we propose and deliver a unique management and protection system

established on the points of view of humanity and law.
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1. How does an organization discourage executives from leaving to join competitors?
How does an organization manage the extent of possible trade secret leakage after

an executive leaves the organization for a competitor?

2. Does your company require additional obligations for high level management
comparing to regular employees? If yes, what’re the requirements? E.g., A written

notice in advanced before leaving the current job.

3. What is the procedure to handle damage control upon the departure of high level
management? What is the contingency plan to retain the team and to minimize the
damage without affecting employee’s morale? Is the written policy of

non-compete regulation in place?

4. What legal action will you take to remedy the departure of high level management

with bad intention?

5. Could you talk about what’s your point of views in the case of MS v. Google, or
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other similar trade secret arguments? What will you suggest to enhance

company’s management or system in order not to having this dilemma repeated?
Additional

6. What are the incentives to keep valuable high level management in your company?

Say, stock options, training opportunities, etc.

7. Does your company have a policy or a contingency plan to handle damage control
upon the departure of high level management? If yes, would you please briefly
describe it? If no, have you ever considered including it in the company’s

management system?
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~ Stock options: (a) In connection with this Agreement Executive has been granted
stock options on September 30, 1996, to purchase (i) 5,000,000 shares of Company
common stock having an exercise price equal to the per share fair market value determined
in accordance with the applicable provisions of the Company’s 1995 Stock Inventive Plan
(the “Plan”) of Company common stock on September 30, 1996 (the “A Options”) and (ii)
3,000,000 shares of Company common stock of which 1,000,000 shall have an exercise
price equal to 125% of the per share fair market value of the Company common stock on
such date (“Group 17), 1,000,000 shall have an exercise price equal to 150% of the per
share fair market value of the Company common stock on such date (“Group 2”), and
1,000,000 shall have an exercise price equal to 200% of the per share fair market value of
the Company common stock on such date (“Group 3”) (“Groups 1, 2, and 2 are collectively
referred to herein as the B Options”). The A option shall vest on September 30, 2003.
Group 1 of the B Options shall vest on September 30, 2004. Group 2 of the B Options shall
vest on September 30, 2005. Group 3 of the B Options shall vest on September 30, 2006.
The A option shall expire on September 30, 2008, and the B Options shall expire on
September 30, 2011. Such options shall be subject to, and governed by, the terms and
provisions of the Plan except to the extent of modifications of such options which are

permitted by the Plan and which are expressly provided for in this Agreement.

Bk e @ TR E NEELL A D 5 S ERERT R 550 B 5 2003 £ 9
1 (”A” Option )’ # ﬂ}u{ HoFBisner—- BRI E QP 8enT7 3 84*‘4 R e ZERAE
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~ You will be granted a restricted stock award covering 170,733 shares of Grace
common stock on November 1, 1998, with the provision that you will vest I shares and the
restrictions will lapse in three equal installments, each covering 56,911 shares, on
November 1, 1999, November 1, 2000, and November 1, 2001, respectively; provided,
however, all such installments will vest immediately upon termination of your employment
by the Company without “Cause” (including termination of your employment by the
Company without “Cause” following a “change in control” of the Company, within the
meaning of your “Executive Severance Agreement” described below), or upon your death

or disability as defined under the Company’s Long-Term Disability Income Plan.

(Stock appreciation right ) % & 3 (& 4n chE — A& T4 RBOLE A5
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Avant! 5 =3t % & Silicon Valley chd f#HHMEF ¥4 > 12 455 ICKP 2
PErZ 273+ pE LI £ (EDA, Electronic Design Automation) » Cadence
Design Systems % % Avant! £ ¥ EDA & #-7 vE— 2 k& 4+ > Jg L% - B Avant!
A Gl % % vA ¥ Cadence crdp %4 - 1994 & > £ ®+4c ¥ Santa Clara ;2 e 4424
Avant! ¥ F &2 Cadence ¥ (/0% % FH 4 - 1995 # 12 7 Cadence ** Santa Clara
ANAFFD R T A RERE N ERLEF F IR 2 HE ‘;fé?r» ¥
1997 & > & 5% % Avant!4t 12| #3533 Fdp 4y Avant! ~ & B 1§ f A RS RE R
Yok iﬂ*? ~ EZEE ORI 2 R RITHR S W EPEGEE £ 11 £ - Santa Clara
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2% Supreme Court of California ** 2002 & 11 * % Cadence v. Avant — % 1% 1} %]
;‘i—,;z,ilji_p\g7 }!ﬁﬁﬁgp,i—’ FERDRT I b%jgi‘?px’ﬁ'mzl&ﬂ\?;{ ¥t I';%_
’kﬁ'{J ME TR iE2 2 Tl AN ERTET AN

e B E Rt ooz &+~ % = L — p # Cadence Design Systems Inc. v. Avant
Corp., 02 C.D.O.S. 11301,% # 2 245 8 » 4 2 B T %- § ¥£42% % (Uniform Trade
Secrets Act) | RE T » BEAR Y ERBZIFTREET U FIL 2 U FT A W40 B g FE
R E LD o> 2T R “%ﬂﬁ’:if’f:—s TR S TRE RS TR T
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