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IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

QUANTLAB TECHNOLOGIES LTD. (BVI), §
AND QUANTLAB FINANCIAL, LLC,

Plaintiffs, CIVIL ACTION NO. H-09-4039

V.

§
§
§
§
g
VITALIY GODLEVSKY, ANDRIY §
KUHARSKY, ANNA MARAVINA, §
PING AN, EMMANUEL MAMALAKIS, §
AND SXP ANALYTICS, LLC, §
§ JURY TRIAL DEMANDED
Defendants. §

ORDER FOR PERMANENT INJUNCTION

Before the Court is Quantlab’s Motion for Permanent Injunction against Defendants
Kuharsky and Mamalakis (Dkt. 774).

This Court, having considered Quantlab’s Motion, the record, and the jury’s verdict,
hereby ORDERS the following:

a. That Defendants Andriy Kuharsky and Emmanuel Mamalakis and anyone acting
in concert with them, immediately return to Quantlab any and all copies of files or
materials constituting or relating to Quantlab’s Proprietary or Confidential
Information, as those terms are defined in the Proprietary Information Agreement
of Defendant Kuharsky (Exhibit A) (collectively, “Quantlab Confidential
Information”), and that they retain no copies of same in any form, with the
exception of records of earnings or other statements of income and benefits
received from Quantlab that Andriy Kuharsky may be legally required to retain

for tax reporting purposes.
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i

Pursuant to this requirement, that Defendants Kuharsky and Mamalakis:
perform a thorough search of (a) all their residences, offices, and lockers,
safety deposit boxes, and other physical locations to which they have
access or control, and (b) all their computers, electronic storage devices,
email and cloud storage, and other virtual locations to which they have
access or control; identify in writing all sources searched; identify in
writing any and all copies of any files or materials that constitute or relate
to Quantlab Confidential Information that are in these Defendants’ control
or possession; upon identifying any such material, if there is any, not
delete, destroy or alter such materials but instead make arrangements with
Quantlab to return any such materials to Quantlab in a form and manner
acceptable to Quantlab; upon completion of the return of such materials, if
same are found, then make arrangements acceptable to Quantlab for the
complete deletion and removal of such materials from these Defendants’
possession and control (incorporating a means of independent verification
that this has occurred that is acceptable to Quantlab); and, upon
completion of this process, provide written certification to this Court
under oath and subject to penalty of perjury that they retain no files or

materials constituting or relating to Quantlab Confidential Information.

b. That Defendants Kuharsky and Mamalakis and anyone acting in concert with

them are hereby enjoined as follows:

i.

from directly or indirectly using or disclosing any materials constituting or

relating to Quantlab Confidential Information;
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ii.

iil.

iv.

from directly or indirectly engaging in any unauthorized use or disclosure
of Quantlab Confidential Information;

from directly or indirectly violating Andriy Kuharsky’s written proprietary
information agreement (Exhibit A) or confidential information and
inventions agreement with Quantlab Financial, LLC;

from directly or indirectly copying, transferring or in any way distributing
or assigning without the express written consent of Quantlab Financial,
LLC and Quantlab Technologies, Ltd. (BVI) any electronic information or
rights to any electronic information stored on any electronic storage device
that belongs to SXP Analytics, LLC in his possession, custody or control,
which are stipulated to contain Quantlab Confidential Information, unless
ordered to do so by order of a court, issuance of a subpoena, or formal
request after notice to Quantlab Financial, LLC and Quantlab
Technologies Ltd. (BVI) with an opportunity for them to object; and,

from participating in any automated high frequency trading business for a
period of two years from the date of this Order, unless the Defendant
applies to the Court and can show good cause for a modification of this

injunction.

c. Notwithstanding the foregoing, these Defendants are expressly permitted to retain

(but not otherwise use or disclose) all documents reasonably necessary for the

defense of this litigation until 14 calendar days after the entry of a final, non-

appealable judgment. In addition, nothing in this Order shall prohibit counsel for
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Defendant Kuharsky from retaining in his possession those documents covered by
the attorney-client privilege.
It is further ORDERED that this Court shall retain jurisdiction over this cause for

enforcement purposes as may be apprgpriate, including the injunctive relief contained herein.

SIGNED this &7/ %Sy/ of > c:,/& ,2015.

Y . OC o

Hom~Keith P. Ellison
United States District Judge
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EXHIBIT A
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PROPRIETARY INFORMATION AGREEMENT

This Agreement, dated as of August 17, 2001, is between QUANTLAB FINANCIAL,
LLC, a Delaware limited lisbility company, ("Employer”) and Andrew Kuharsky
("Employee™). ‘

RECITALS

Employer and its Affiliates (a3 defined below) have spent significant time, effort, and
money to develop certain Proprietary Information (as defined below), which Employer
and its Affiliates consider vital to their businesses and goodwill.

Proprietary Information will be communicated to or acquired by Employee in the course
of his employment with Employes, and Bmployer wishes to hire Employes only if, in
doing so, Employer can protect the Proprietary Information and goodwill.

ACCORDINGLY, the parties agree as follows:

1. Term of Agreement. -

(a)  Basic Temm.

This Agreement shall continue in full force and effect for the duration of
Employee's employment by Employer (the "Period of Employment"} and shall continue
thereafter until terminated through a written instrument signed by all parties.

()  Temmination Obligations.

(i) Employee agrees that all property, including, without
limitation, all equipment, tangible Proprietary Information (as defined below),
documents, books, records, reports, notes, contracts, lists, computer disks (and other
computer-generated files and data), and copies thereof, created on any medium and
furnished to, obtained by, or prepared by Employee in the course of or incident to his
employment, belongs to Employer and shall be retumed promptly to Employer upon
termination of the Period of Employment.

(ii) EBmployee's representations, warranties, and obligations

contained in this Agreement shall survive the termination of the Period of Employment,
and Employee's representations and warranties shall also survive the expiration of this

Agreement.

EXHIBIT NO.]l.?_

QUANTLAB

PTX175

04-CV-4039 QLO001726
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(ili) Following any termination of the Period of Employment,
Employee shall fully cooperate with Employ* in all matters relating to his continuing
obligations under this Agreement.

2.  Proprietary Information; Confidential Information.
()  Definitions.

"Proprietary Information" is 21! information and any idea in whatever
form, tangible or intangible, pertaining to the business of Employer or any Affiliate, or
their employees, investors, clients, consultants, or business associates, which was
produced by any employee of Employer or any Affiliate in the cowrse of his or her
employment, or otherwise produced or acquired by or on behalf of Employer or any
Affiliate.

All Proprietary Information not generally known outside of Employer’s
organization, and all Proprietary Information so known only through improper means,
shall be deemed "Confidential Information," Without limiting the foregoing
definitions, Proprietary and Confidential Information shall include, but not be limited to:
(i) formulas, teaching and development techniques, processes, trade secrets, computer
programs, clectronic codes, inventions, improvements, and research projects; (i)
information about specific investments, costs, profits, markets, sales, and lists of
investors, customers or clients; (iii) business, marketing, and strategic plans; and (iv)
employee persorne] files and compensation igformation. Proprictary and Confidential
Information also includes: .

Research reports written by employees and consultants of

Employers. j

i

ISAT technology source code and documentation.

Information and files relating .to customers, investors,
contractors, prospects, and employees of Employers.

Specific techniques used in securing predictive information
from option data including the way in which the smile, and
skews are used as well as the way open interest dats is
viewed using vertical smoothing.

The way in which PCA transforms are used to transform
raw multi-dimensional time series data into residuals as
well as the heuristics and intellectual know-how used for
determining how many PCT vectors to use for the

reduction.

CONFIDENTIAL QL0001727
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The way in which the weighting is increased/decreased for
the time decay constant for real time data to make principal
component decompositions adaptive to the change in
importance of factors and the arrival of new factors.

The cointegration clustering algorithms built on intra-day
bars which maintain a coherent basket in real time thus
maximizing the Sharpe ratio of the price-based component
of the ISAT system.

The way in which orthogonal option-based indicators and
metrics are developed and created "on the fly" to remain
orthogona! to the price-based residual signals.

The dynamic method used to allocate intra- and interbasket,

The specific mechanism in place guaranteeing the
windowed correlation matrix for all basket equity curves
produces low off-diagonal correlations for the future,

Specific formulas, methods, techniques and "kmow-how™
used to transform raw, scrubbed option time series data into
forward looking, value-added predictive indicators which
become an integral part of the system.

Specific techniques, methods, mechanisms, algorithms,
sofiware or other "know-how" used to extract predictive,
directional information for market and sector indices using
raw indicators as well as basket aggregation signals.

All design details, trade logic, pattern recognition
algarithms and heuristics used it the past and currently used
in the design and operation of the automated trade

execution engine.

Design, structure, and operating principals relating to the
real time intraday trading filter developed for filtering all
trades.

Employee should consult Employer’s procedures instituted to identify and
protect certain types of Confidential Information, which are considered by Employer to be
safeguards in addition to the protection provided by this Agreement. Nothing contained
in those procedures or in this Agreement is intended to limit the effect of the other. For
putposes of this Agreement, "Affiliate” shall mean any person or entity that directly or
indirectly controls, is controlled by, or is under common control with Employer. Affiliate

lniﬁal:P:’ﬁ_'a_
AK

CONFIDENTIAL

QL0001728
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includes, without limitation, Quantlab Technologies (BVT) Ltd., Quantlab Financial LLC,
Convergence Financial Corporation (Texas), ISAT Partners I LLC, Quantlab Capital
Management (Cayman), Ltd., Capital Technologies (Nevada), Inc., Alpha Nova Fund,
LP, Alpha Nova Partners LP, Alpha Nova Offshore Partners, Ltd. and all of their related
companics, predecessors, successors, and assigns.

()  Genersl Restrictions op Use,

During the Period of Employment, Employee shall use Proprietary
Information, and shall disclose Confidential Information, only for the benefit of Employer
and as is necessary fo carry out his responsibilities under this Agreement. Following
termination, Employee shall neither directly or indirectly, use any Proprietary Information
nor disclose any Confidential Information, except as expressly and specifically anthorized
in writing by Employer.

(c) cati roduct

Employee shall maintain at his work station and/or any other place under
his control only such Confidential Information as he has a current "need to know" in the
furtherance of Employer’s businesses. Employte shall return to the appropriate person or
location or otherwise properly dispose of Confidential Information once that need to
Jmow no longer exists. Employee shall not make copies of or otherwise reproduce
Confidential Information unless there is a loFiﬁmate business need of Employer for

reproduction. ’

@

Employee represents and warragts that from the time of his first contact
with Employer, Employer has made Employee’s execution of this Agreement a condition
of his employment and a condition of his access to any Confidential Information and,
therefore, he has neither had access to, nor disclosed any Confidential Information,
directly or indirectly, to anyone outside of Pmployer, or used, copied, published, or
summarized any Confidential Informnation. |

()  Thind-Party Information.

Employee acknowledges that Employer has received and in the futurs will
receive from third parties their confidential infarmation subject to a duty on Employer’s
part to maintain the confidentiality of such infonmnation and to use it only for certain
limited purposes. Employee agrees that he owes Employer and such third parties, during

v the Period of Employment and thereafter, a duty'to hold all such confidential information
in the strictest confidence and not to disclose or use it, except as necessary to perform his
obligations hereunder and as is consistent with{ Employer’s agreements with such third
parties. :

Page 4
Initial:
AK
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(®  Conilicting Obligations.

Employee represents and warrants that his execntion of this Agreement,
his employment with Employer, and the perfgrmance of his proposed duties under this
Agreement will not violate any obligations he may have to any former employer (or other
person or entity), including any obligations With respect to proprietary or confidential
information of any other person or entity. loyee agrees that he will not use for the
benefit of, or disclose to, Employer any confidential information belonging to any former
employer or other entity unless he has writtan permission from the prior employer or
entity to do so (or unless Employer has been ted such permission).

3. Other Activity During Empléfymeni.

Except upon the prior written consent of Employer, Employee (during the
Period of Employment) shall not (i) accept any|other employment; or (ii) engage, directly
or indirectly, in any other business, commercidl, or professional activity (whether or not
pursued for pecuniary advantage) that is or may be competitive with Employers, that
might create a conflict of interest with Employer, or that otherwise might interfere with
the business of Employer or any Affiliate. So Employer may be aware of the extent
of any other demands upon Employee's time énd attention, Employee shall disclose in
confidence to Employer the nature and scope of any other business activity in which he or
she is or becomes engaged during the Period of Employment.

4. Interference with Business.

In order to avoid disruption of loyer’s business, Employee agrees that
for a period of one (1) year after termination of the Period of Employment, he or she shall
not, directly or indirectly, solicit for employment any person employed by Employer or
any Affiliate. .

5. Inventions

(a)  Ownership; Assignment.

All ideas, inyentions, and other flevelopments or improvements conceived
or reduced to practice by employee, alone|or with others, during the Period of
Employment, whether or not during working hours, that are within the scope of
Employer’s business or that relate to any of Hmployer’s work or projects, shall be the
exclusive property of Employer, and Employed; expressly assigns such ideas, inventions,

. Page s
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property, including, but not limited to, any invd
copyrights, films, scripts, ideas, creations, an
developed, furnished, produced, or disclosed
services to Employer shall, as between Emplo
and exclusive property of Employer for any
shall have no right, title, or interest of any kind
any results or proceeds from such property.

Jooperalion: Appointnién

(®)

Employee agrees to assist Em
copyrights, trademarks, service marks, and
inventions, and other developments or
documents necessary to obtain such protec
Affiliates. If Employer cannot securs -;
documents, Employee hereby irrevocably desi}
authorized officers and agents as Employee’
Employer to exscute and file any necessary dog

(©)  Disclosure

. To facilitate compliance wi
immediately disclose to Employer all inventio;
Employee’s employment. An imvention is

S

PR

agent and attorney-in-fact and authorizes

l or unknown, in and to any intellectual

tions, patents, trademarks, service marks,
properties invented, created, written,

by Employee, in the course of rendering

and Employes, be and remain the sole

]

pnd all purposes and uses, and Employee
or nature in or to such property, or in or to

as AgeT

ployer, at its expense, to obtain patents,

milar protections, for any such ideas,

improvements, and agrees to execute all
ipns in the name of Employer and/or its
ployee's signature upon any necessary

ates and appoints Employer and its duly
ments.
this agreement, Employee agrees to

made by Employee during the course of
e by Employee during the course of

Employee's employment if Employee conceifed of, or put into practice, the invention

during the term of Employee’s employment.

é. Integration.

This Agreement is intended fo be the final, complete, and exclusive

agrecment of the parties regarding these sub
prior and contemporaneous agreements and s

ts. This Agreement supersedes all other
ements, whether written or oral, express

or implied, on these subjects, and it may not ¥e contradicted by evidence of any prior or

contemporansous statements or agreements.
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7. Amendments; Waivers.

This Apgrecment may not be
signed by each of the parties. No failure to ex

ded except by an instrument in writing,
and no delay in exercising any right,

remedy, or power under this Agreement shall pperate as a waiver thereof, nor shall any
single or partial exercise of any right, remedyj| or power under this Agreement preclude

any other or further exercise thereof, or the ex
provided herein or by law or in equity.

ise of any other right, remedy, or power

8. Assighment; Successors angl Assigns.

Employee agrees that he wi
otherwise dispose of, whether voluntarily or
rights or obligations under this Agreement.
delegation shall be null and void  Nothin
consolidation of an Employer with, or its merg
Employer of all or substantially all of its ass
Employer of any rights or obligations under
this Agreement shall be binding upon and sha
respective heirs, legal representatives, suc
benefit any person or entity other than those sps

)

9. Severability.

If any provision of this Agreemd
or circumstance, is held by an arbitrator or a cg
unenforceable, or void, such provision shall b¢
by law, and the remainder of this Agreemen
persons, places, and circumstances shall remair

10. Atlorneys' Fees.

not assign, scll, transfer, delegate, or

holuntarily, or by operation of law, any
Apy such purported assignment, transfer, or

in this Agreement shall prevent the
into, any other entity, or the sale by an

5 or the otherwise lawful assignment by an

is Agreement. Subject to the foregoing,
nure to the benefit of the parties and their

esqprs, and permitted assigns, and shall not

ifically enumerated in this Agreement.

t, or its application to any person, place,
of competent jurisdiction to be invalid,
enforced to the greatest extent permitted
and such provision as applied to other

i full force and effect.

In any legal action or other progeeding brought to enforce or interpret the

terms of this Agreement, the prevailing p
attorneys' fees and costs.

il.  Injunciive Relief.

shall be entitled to recover reasonable

If Employee breaches or thrlrmms to breach any provision of this
Agreement, the parties acknowledge and agree fhat the damage or imminent damage to &n

Page 7
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Employer's business or its goodwill would be irreparable and extremely difficult to
estimate, making any remedy at law or in dgmages inadequate. Accordingly, Employer
shall be entitled to injunctive relicf agains{ Employee in the event of any breach or
threatened breach of such provisions by Employee, in addition to any other relief
(including damages) available to Employer ugder this Agreement or under law.

12. Consideration

Employee represents and warfants that Employer has consistently made
Employee’s willingness to protect Employu" Proprietary Information from unauthorized
disclosure and to comply with the terms of this Agreement a condition of Employes’s
employment and of Employee’s continuedj employment and that this agreement is

necessary to protect Employer’s Proprietary Information.

13. Interpretafion.

This Agreement shall be codstrued as 2 whole, according to its fair
mesning, and not in favor of or against .{ party. By way of example and not in
limitation, this Agresment shall not be constrijed in favor of the party receiving a benefit
por against the party responsible for any parti tular language in this Agreement. Captions
are used for reference purposes only and shdld be ignored in the interpretation of the

Agreement.

14. Employee Acknowledgmeni.
l or she has had the opportunity to consult

: and understands this Agreement, is fully
freely and voluntarily and based on his or
ations or promises by Employer (or any

contained in this Agreement,

Employee acknowledges that
legal counsel about this Agreement, has
aware of its legal effect, and has entered into
her own judgment and not on any represen
Affiliate or agent of Employer) other than thog

The parties have duly executed this Agjeement as of the date first written above.

e

Andrew Kpharsky

Page 8
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