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What’s Happened?

• Non-Compete:

• Employee has left / working for a competitor (or same industry)

• Non-poaching / No-hire:

• Employees are being “solicited” / leaving

• Confidentiality covenant:

• “Confidential information” / “trade secrets” missing / being used

• Business is being “solicited” / leaving:

• USI Insurance Servs. LLC v. Miner, 801 F. Supp. 2d 175, 193 
(S.D.N.Y. 2011) (Preska, C.J.)
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The Pound of Cure

REACTION
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Action Plan

• Get the contract (or common law)

• Get the witnesses

• Get the facts

• Get the IT department

• Get the word out to employees? (And what is the message?)

• Get your hands on, and transition the customers/clients

• Get real. How bad is it?

• Get on it

5



“Cease and Desist” Letter – Former Employee

• What do you want? 

• Is a letter really likely to get it?

• Letters create self-imposed delay.

• What should you say?

• We have an agreement (or common law).

• We have information on what you are doing.

• We want you to stop (and/or return information).

• Make your demand:  “Or else,” but don’t bluff.
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“Cease and Desist” Letter – New Employer

• What do you reasonably expect them to do?

• Will they really do it? 

• Make clear the purpose is only to give information.

• Make clear what you want.

• Risk if former employee is terminated.

• Gentile v. Olan, 2013 WL 1880771 (S.D.N.Y. 2013) (“Based on the conduct Defendant 
understood had occurred, a jury could find that Plaintiff had not solicited … customers and 
Defendant's counsel's letter was unwarranted.”)

• Do you tell them what happens next? 

• Yes. Tips card; tells them strategy (race to courthouse / counterclaims).

• No.  Leaves your options open.
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We Just Received a Cease and Desist Letter

• Get the real facts.

• Map out the legal issues. (Strengths and weaknesses)

• Assess the risk.  

• Do you respond at all? (You are creating an exhibit)

• Are you able to defend all that you say?
• Don’t forfeit credibility.

• Consider initiating a dialogue.
• May buy needed time.

• Don’t posture unless you have a royal flush.  You can’t see their cards.

• Send evidence?

• Have they been sued before / covenant been upheld or rejected?
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Sue or Hit “Send?” (You do the Math)

• How bad is this for your 
business? 

• Will this be a public fight?

• Are you angry, scared or both?

• Reputation (yours, theirs and 
Newco)

• “We need to send a message”

• War chest (yours and theirs)

• Actual damages?

• Has former employee or Newco
done bad things?

• Are you willing to involve 
clients/customers?

• Prospective vs. actual business

• Counterclaims (“Now youse can’t 
leave”) and exit strategies

• Sue Newco? 

• Will it strengthen or dilute your goal?

• Will it cause delay (PI discovery)? 

• Do I want two lawyers yelling at me?

• Free ride for the wrongdoer?

• Federal or State court?
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To TRO or not TRO

• Importance to business
• Do you need to send a message?  Is this the right message to send?

• Ability to retain business
• Can the client relationship be saved?  Can someone step in?

• Cost

• Likelihood of success
• How bad if you lose?  Is the case then over?

• Do you prefer actual damages or liquidated damages?

• Save it for later?
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Standards for TRO/PI

• (1) Likelihood of success on the merits / Serious 
questions going to the merits; (2) Imminent irreparable 
harm; (3) Balance of the equities

• “Imminent” means now.  Natsource LLC v. Paribello, 151 F. Supp. 
2d 465 (S.D.N.Y. 2001)

• Less formal procedures

• University of Texas v. Camensich, 451 U.S. 390 (1981)

• Relaxed rules of evidence and hearsay is permitted

• Mullins v. City of New York, 626 F.3d 47 (2d Cir. 2010)
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Impress the Court

• The narrower and shorter the covenant, the greater 
likelihood it will be enforced.

• Every covenant must support a “legitimate protectable 
interest.”

• Covenants cannot be “anti-competitive.”

• Agreements among competitors not to hire

• United States v. Adobe, et al., Case No.: 1:10-cv-01629 (D.D.C., March 18, 2011)
(investigation into agreements not to hire employees of other competitors 
between Adobe, Apple, Google, Intel, Intuit and  Pixar)
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What Do You Have to Show 

Covenant has to be “reasonable”… 

• in scope, duration and geography.

• Which matters most to you?

• Does geography matter at all?
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What do you Really Need? Less is More.

As narrow as possible to protect the “legitimate protectable interest.”

Examples:

• To protect against the loss of clients you do not need a non-compete, only a 

non-solicit/accept/service.

• To protect against the loss of employees you only need a non-poach, not a non 

compete.

• To protect against the dissemination of confidential information or trade secrets, 

you need a requirement that such information is not disclosed, not a prohibition 

against dealing with clients or working in a competitive manner (except for 

inevitable disclosure). 
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Ounces of Prevention

PROACTIVE PLANNING
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Legitimate Protectable Interests

• Customer/client goodwill (the expectation of continued 
client patronage)

• Truly unique/extraordinary employee

• Employees with unique relationships

• Confidential Information/Trade Secrets: What are they 
and how do you get the judge to agree?

• Inevitable disclosure
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No Hire / No Poaching / No Raiding

Employees agree that they (or their new employers) will not 
hire former or existing employees for a defined period of time.

• Are these clauses enforceable?

• Very little law on these

• They called me!

• Remedies / do damages really help?

• Antitrust concerns
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Common Law Duties

• Duty of loyalty / faithless servant doctrine
• Phansalkar v. Andersen Weinroth & Co., L.P., 344 F.3d 184 

(2d Cir. 2003)

• No damages or harm required / disgorge all compensation 
• Morgan Stanley v. Skowron, 989 F. Supp. 2d 356 

(S.D.N.Y. 2013)

• Implied duty to maintain confidentiality
• North Atlantic Instruments, Inc. v. Haber, 188 F.3d 38 (2d Cir. 1999)

• Implied covenant not to solicit following sale
• Mohawk Maintenance v. Keller, 52 N.Y.2d 276 (1981)
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Covenants regarding “confidential 
information” and “trade secrets”

• What is “confidential information”?

• Common law (knows it when it sees it)

• Information concerning your business that you take effort to 
treat as confidential and that would give an unfair competitive advantage

• Contractual definitions

• What are “trade secrets”? 

• Common law (knows it when it sees it)

• Defend Trade Secrets Act of 2016

• New definition
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Statutory definition of “trade secret”

A trade secret is:  

all forms and types of financial, business, scientific, technical, 
economic, or engineering 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 memorialized 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… 

20



The Defend Trade Secrets Act – 18 U.S.C. § 1836 

• Prohibits the misappropriation of trade secrets by 
improper means.

• Misappropriation: 

• (a) acquisition of a trade secret by another who knows that the
trade secret was acquired by improper means; or 

• (b) disclosure or use of a trade secret of another without express or implied 
consent who used improper means to acquire it or derived from a person 
who used improper means

• Improper means:

theft, bribery, misrepresentation, breach, or inducement of a breach 
of a duty to maintain secrecy, or espionage though electronic or other 
means. 
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Drafting to Win:  Macro Considerations

• Is it one contract fits all? (Are you restricting 
the receptionist?)

• Different treatment among peers

• Internal inconsistencies and contra proferentem

• Choice of law and venue 

• Mediation/arbitration provisions
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Drafting to Win: Specific Provisions 

• Requirement for notice prior to resignation (30-60 days)

• Breach of contract serves as non-compete; non-solicit; non-accept; non-service

• Requirement for notice of any failure to pay wages

• Should be in your employee handbook anyway

• List of clients and contacts on the way in

• Toll covenants during a period of breach

• Garden leave: a short, paid non-compete with a better name 

• Legal fees

• Agreement that there is irreparable harm
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The “New Hire”

• Evaluate his/her existing covenants (are they enforceable?)

• What have you taken?

• Get representations

• Make it clear in their offer letter that you expect them to purge all 
confidential information and trade secrets prior to commencing work, 
that they will not be required to violate enforceable restrictive covenants 
and that you do not need their old employer’s information 

• Indemnification?

• Can you buy or get them to transfer their goodwill?
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The End!

• Any questions?
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