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Tips for Optimal Quality

Sound Quality
If you are listening via your computer speakers, please note that the quality 
of your sound will vary depending on the speed and quality of your internet 
connection.

If the sound quality is not satisfactory, you may listen via the phone: dial 
1-877-447-0294 and enter your Conference ID and PIN when prompted. 
Otherwise, please send us a chat or e-mail sound@straffordpub.com immediately 
so we can address the problem.

If you dialed in and have any difficulties during the call, press *0 for assistance.

Viewing Quality
To maximize your screen, press the ‘Full Screen’ symbol located on the bottom 
right of the slides. To exit full screen, press the Esc button.
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Continuing Education Credits

In order for us to process your continuing education credit, you must confirm your 
participation in this webinar by completing and submitting the Attendance 
Affirmation/Evaluation after the webinar. 

A link to the Attendance Affirmation/Evaluation will be in the thank you email 
that you will receive immediately following the program.

For additional information about continuing education, call us at 1-800-926-7926 
ext. 2.
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Program Materials

If you have not printed the conference materials for this program, please complete 
the following steps:

• Click on the link to the PDF of the slides for today’s program, which is located 
to the right of the slides, just above the Q&A box.

• The PDF will open a separate tab/window.  Print the slides by clicking on the 
printer icon.

Recording our programs is not permitted. However, today's participants can 
order a recorded version of this event at a special attendee price. Please call 
Customer Service at 800-926-7926 ext.1 or visit Strafford’s website 
at www.straffordpub.com.
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Agenda 

1 Potential causes of action following breach 
of a restrictive covenant

2 Pursuing recovery from the employee

3 Damages available under Defend Trade Secrets Act and state trade 
secret laws

4 Pursuing recovery from employee's new employer

5 Tips on drafting enforceable restrictive covenants



Restrictive 
Covenants



Restrictive Covenants
• In general:

– Non-Competition
– Non-Solicitation
 Customers
 Employees

• Common Limitations
– Time (six months, 

one year, two years, etc.)
– Activity (do not solicit 

customers or potential 
customers, do not hire employees, do not engage in competitive activities)

– Geography or customer restrictions (do not compete within a certain geographic space / for business 
with certain customers)



Restrictive Covenants
• Enforceability of Restrictive Covenants:

– Varies and is governed by state law.  
– In general, states enforcing restrictive covenants require the following:
 Narrowly tailored to protect legitimate business interests
 Reasonable limitations



Restrictive Covenants
• Likely enforcement options:

– Court order barring former
employee from working 

for a competitor, soliciting 
customers, and/or hiring 
employees

– Inspection of former 
employee’s computers 
and electronic devices 
to confirm that employee 
does not have information that could be used to compete with former employer

– Attorneys’ fees for enforcing the restrictive covenant 



What Does the Future Hold For Non-Competes?



Potential Causes 
of Action



Potential Causes of Action Following the Breach of a 
Restrictive Covenant

• Breach of contract

• Breach of fiduciary duty/duty of loyalty

• Misappropriation of trade secrets (DTSA, UTSA, New York law)

• Tortious interference

• Computer Fraud & Abuse Act (CFAA)

• Unfair competition/unfair trade practices



Pursuing Relief



Pursuing Relief for Breach of Restrictive Covenant: 
Injunctive Relief

• Injunction
– Temporary Restraining Order
– Preliminary Injunction
– Permanent Injunction



Types of Injunctive Relief for Breach of Restrictive 
Covenant
• Governed by (1) the contract and/or (2) the jurisdiction.
• Types of injunctive relief

– Cease all work with new 
employer

– Cease all communications 
– Rescission
– Return of company property
– Specific performance
– Limited restrictions by court 

decree

• Agreed restrictions during 
the pendency of negotiations 
or litigation.



Pursuing Damages



Pursuing Damages: 
When Should You Seek Damages?
• Short answer: in every case you have suffered calculable harm.

• Emergency injunctive relief may not be a viable option, it may be delayed, or it 
may not fully remediate the harm. 

• The prospect of significant damages—including the potential for exemplary 
damages and attorneys’ fees—may prove a valuable deterrent, especially when 
access to injunctive relief may be more limited.

• Obtaining injunctive relief does not waive damages.



vs.

Pursuing Damages

General Damages

• Depending on the jurisdiction, general 
damages are what usually “an accompaniment 
of the kind of breach alleged that the mere 
allegation of the breach gives sufficient notice’ 
that such damages were sustained.”

- Archer v. DDK Holdings, LLC, 463 S.W.3d 597, 609 (Tex. 
App.—Houston [14th Dist.] 2015, no pet.)

Special Damages

• Special or consequential damages, however, 
“are so unusual as to normally vary with the 
circumstances of each individual case, and
must be shown to have been contemplated or 
foreseen by the parties.”

Id.



Damages for Breach of a Restrictive Covenant Agreement
• Most Common: Lost Profits
• Considerations: 

– Damages period
– Revenues
– Profits
– Current and future market 

conditions
– Consider the effect 

of COVID-19

• Picking the right expert 
to calculate damages is crucial



Other Types of Remedies and/or Damages Quantifications
• Unjust enrichment
• Sweat equity
• Value of misappropriated 

information
• Liquidated damages 

per agreement terms
• Loss of use of information
• Loss of goodwill
• Attorneys’ fees
• Punitive or exemplary 

damages for breach 
of fiduciary duty or related torts



Damages for Trade Secret Misappropriation

• Monetary remedies include:
– Actual Loss
– Unjust Enrichment
– Reasonable Royalties
– Exemplary Damages and/or Attorneys’ Fees

• Nascent industries, not-yet-commercialized products, negative know-how



Defend Trade Secrets Act of 2016
18 U.S.C. § 1836(b)(3)
Remedies. — In a civil action brought under this subsection with respect to 
the misappropriation of a trade secret, a court may—
(B) award—
(i)

(I) damages for actual loss caused by the misappropriation of the trade secret; and
(II) damages for any unjust enrichment caused by the misappropriation of the trade secret that is not addressed in computing damages for 
actual loss; or

(ii) in lieu of damages measured by any other methods, the damages caused by the misappropriation measured by imposition of liability for a 
reasonable royalty for the misappropriator’s unauthorized disclosure or use of the trade secret.



• Lost profits (both past and demonstrable/ non-speculative future 
lost profits) from lost sales or price erosion

• Increased costs incurred as a result of the misappropriation 
(which sometimes are set forth as a separate measure of actual 
loss or are sometimes used as a measure of lost profits), 

• Research and development costs; 

• Lost royalties (whether in the form of a fully paid up lump sum 
payment for access to the trade secrets or a running royalty for 
use made by the misappropriator), and 

• Diminution or destruction of value (the value of the defendant’s 
business or the value of the trade secret). 

Actual Loss



• Measured by the amount of benefit obtained by the 
misappropriator.

• Can include not only the misappropriator’s profits 
and investor value, but also avoided royalties and 
avoided development costs or so-called “head 
start” damages

• Not available in New York

Unjust Enrichment



• A reasonable royalty is intended to provide an 
objective measure of value based on the amount 
that a willing buyer would pay and a willing seller 
would accept, neither being under any need for an 
immediate sale or purchase
– Query whether there is ever a “willing seller” in the case of trade 

secrets, where their value is based on remaining a secretReasonable Royalties



• Generally available, but usually only upon a 
showing of bad faith or willfulness under trade 
secret laws

• Include fee-shifting and/or liquidated damages 
provisions in confidentially agreements/NDAs with 
employees and business partners 

Exemplary Damages 
and/or Attorneys’ Fees



Monetary Remedies in Trade Secret Litigation
Potential Remedy DTSA UTSA New York

Actual losses Yes Yes Yes

Unjust enrichment
Yes

as long as no double 
counting

Yes
as long as no double 

counting

No
but may be considered as 
evidence of actual losses

Reasonable royalty Yes

Yes
but only available in certain 
states if neither actual loss 

nor unjust enrichment is 
provable, or if value of such 
would be less than royalty

Yes

Exemplary damages Yes
if willful and malicious.

Yes
if willful and malicious.

Yes
if egregious and/or willful 

and malicious. 

Attorneys’ Fees Yes
In certain circumstances

Yes
in certain circumstances

No
Only if an independent 
statutory or contractual 

basis exists.



State-Specific Nuances in Trade Secret Remedies

Potential Remedy State-Specific Nuances*

Actual losses
OR: Damages may not be less than a reasonable royalty

NC: Damages are measured by economic loss or the unjust enrichment, whichever is 

greater

Unjust enrichment

NY: Not available under common law, but may be considered as evidence of actual losses
(E.J. Brooks)
TX:  No right to jury trial for certain types of disgorgement (TAOS)
WV:  Prohibition on double counting removed from WVUTSA

Reasonable royalty
Only available if neither actual loss nor unjust enrichment is provable, or if value of such 
would be less than royalty:  CA, GA, IL, IN , VA, WI, OR, MA
Right to jury – Not in California 

Exemplary damages Mixed bag in terms of amount, who makes the determination, etc.:  
e.g., AR, LA, MI, CO, OH, VA, NC, VT, MA

Attorneys’ Fees NY: Only if an independent statutory or contractual basis exists.

* Non-exhaustive.  For exemplary purposes only. 



Pursuing Recovery
from a New Employer



Pursuing Recovery from a New Employer
• Evaluating when to seek damages from a new employer

– What result do you want to see?
– Is the new employer a partner in some aspect of your business?
– What kind of fight are you willing to pick? 
 Evaluate bringing them in to the lawsuit.

• Types of claims against new employer
– Tortious interference with existing contract
– Tortious interference with prospective business relations
– Aiding and abetting breach of fiduciary duty
– Unfair competition



Recovering Against New Employer
• Enjoining new employer

– Hiring and/or engaging new employee in competitive work
– Return of any confidential information
– Engaging in new business with certain customers or services

• Types of damages
– Actual loss (e.g. lost profits)
– Unjust enrichment
– Punitive damages for torts



Drafting 
Considerations and 
Practical Pointers



Know Your Jurisdiction



Practical Considerations
• Choice of law 

and forum/venue 
selection clauses

• Fee shifting for prevailing 
parties

• Mandatory arbitration 
provisions

• One template 
with carve-outs or multiple 
state versions?



Specify the Consideration for the Restrictive Covenants
• Types of 

consideration 
(depending on 
jurisdiction):
– Confidential, proprietary, 

and trade-secret 
information

– Specialized training 
– Customer and client 

goodwill
– Ongoing employment
– Payments during the 

non-compete period



Reasonableness Restrictions
• Time
• Scope

– Type of work performed
– Type of information 

provided
– Restriction 

on customers/clients

• Geography



Specify the Types of Harm and Agreed Remedies 
Resulting from Breach

• Identify and agree that irreparable 
harm is a result of breach

• Identify injunctive relief as an agreed 
remedy

• Specify other forms of agreed 
damages



Questions?



Stay Current on Trade Secret Issues

www.tradesecretslaw.com www.tradesecretsandemployeemobility.com



thank 
you

Jesse M. Coleman
Seyfarth Shaw LLP
email: jmcoleman@Seyfarth.com
phone: 713-238-1805

Erik W. Weibust
Epstein Becker & Green, P.C.
email: eweibust@ebglaw.com
phone: 617-603-1090
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