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nc. v. Victor Doc.

UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISRICT OF CALIFORNIA
OAKLAND DIVISION

SUNBELT RENTALS, INC., Case No: C 13-4240 SBA
Plaintiff, ORDER DENYING PLAINTIFF'S
MOTION FOR PRELIMINARY
V. INJUNCTION
SANTIAGO VICTOR, Docket 15
Defendant.

Sunbelt Rentals, Inc. (“Sunbelt”), an indusst equipment rental company, filed the
instant diversity jurisdiction action againstriter employee Santiago Victor (“Victor”)
accusing him of misappropriatinig trade secrets, including customer lists and custome
pricing information. The parties are pregibefore the Court osunbelt's motion for
preliminary injunction. In particular, Sunbseeks to enjoin Victr, who now is employed
by competitor Ahern Rentals, Inc. (“Aléj, from soliciting Sunbelt employees for
employment and from using Sunbelt’s coefidial information to solicit Sunbelt's
customers. Dkt. 3, 15. Having read and aered the papers filed in connection with thi

matter and being fully informedhe Court hereby DENIES tlmeotion. The Court, in its

discretion, finds this matter suitable for resalatwithout oral argument. See Fed. R. Civ.

P. 78(b): N.D. Cal. Civ. L.R. 7-1(b).
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l. BACKGROUND

A. EMPLOYMENT WITH SUNBELT

On December 3, 2003, Victor was hiredNigtionRents as a Yardman. Victor Dec|.

1 4, Dkt. 24-2. In 2005, NationsRent wagjuired by Sunbelt, which operates “profit
centers” (i.e., rental centers) throughout Califorddh.  4; Compl. § 12, Dkt. 1. On June
27, 2007, Sunbelt promoted Victor to Outsildes Representative Trainee. Elbrecht De
1 8, Dkt. 8.

After Victor completed his training, Suelb promoted him to an Outside Sales
Representative at its rental canteRichmond, California, on January 8, 2008. Id. 1 9. |
connection with his promotion, Vict@xecuted an Eployment Agreement
(“Agreement”), which contained several redixie covenants, including a non-disclosure
provision. _Id. 11 27, 29 and EAX. In the Agreement, Victacknowledged that he would
have access to “valuable, highly confidelhfmivileged and propetary information
relating to [Sunbelt]'s Businessicluding, without limitation, . . . customer lists, identitieg
of distributors and distributorgss, [and] sales methods,” and agreed not to disclose sug
information to third parties without prior #orization both during his employment and fo
a period of up to twelve months followingetkermination of the Agreement._Id. Ex. A
885, 5.1.

The Agreement also restts Victor’'s ability to sbcit Sunbelt employees and
customers following his tenination, as follows:

Durin%the term of his Agreement and for a period of one (1)

year the date of expiration farmation of this Agreement for
any reason ... Employee shall not directly or indirectly:

(i) solicit the employment ofsic] any person who at any time
during the twelve (12) calendaronths immediately preceding
the termination or expiration of this Agreement was employed
by [Sunbelt];

(i) interfere or attempt tmterfere with the terms or
performance of any contracttiaeeen [Sunbelt] and any person
or entity from whom [Sunbelfjas purchased equipment,
supplies, inventory or sengs at any time within the
“Territory,” . . . during the twelve (12) calendar months
immediately preceding the ternaition or expiration of this

Agreement;
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(i) solicit the provision of ppducts or services, similar to

those provided by [Sunbelt] atefiDesignated Stores” . . . to

any person or entity who purced or leased products or
services from [Sunbelt] at any time during the twelve (12
calendar months immediately peseling the termination of this
Agreement for any reason and for or with whom Employee had
contact, responsibility, or ackgeto Confidential Information
related to such person or entity . . .

Id. 8 5.2. The Agreement fimer provides that in the evieof a breach or threatened
breach, Sunbelt is entitled igunctive and compensatory relief. Id. 8 5.3.1.

On August 19, 2013, Victor submitted tweo weeks’ notice of intent to resign,
which was prompted by Sunbelt’'s decision to gigantly reduce his sales territory. Victo
Decl. § 6. Upon receipt of such noticenBelt advised Victor that his services were no
longer needed and terminateidh immediately._Id.  7Victor surrendered his company-
issued iPhone and iPad. Id. 1 9. Shortly thereafter,menemced working for Ahern, a
Sunbelt competitor, which providduim with a new iPhone and iPad. Id. Sunbelt claims
that Victor “mirrored” his iPhone with kipersonal phone, though it does not specify the
basis of that accusation. Elbrecht Decl. § ¥ictor denies copying Sunbelt’s proprietary
information. Victor Decl. § 9.

B. ALLEGED MISCONDUCT

Sunbelt alleges that, in violation of tAgreement and the California Uniform Trads
Secrets Act (“UTSA"), Cal. Civ. Code &36, Victor misappropriated its confidential
information and has attempted to solicit itsppoyees and customers in violation of the
UTSA and the Agreement. &tor denies having engaged in such conduct. Below is a
summary of the allegations and evidenffered in support of Sunbelt’s claims.

1. Alleged Solicitation of Employees

a) Ruben Martinez

On August 21, 2013, Vict@ent a text message to Ruben Martinez (“Martinez”), |
best friend and a current Sunbelt eaygle, inquiring whether Shawn O’Connell
(*O’Connell”) could contact him (Martinez). Viet Decl. 1 27. O’Connell currently is an
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Ahern sales manager who previously worked Witrtinez at Sunbelt. Id. Victor Decl.
27. On information and belief, Sunbelt allegest Nictor contacted Martinez in an attemg
to solicit him for employmenwith Ahern or to obtaimnformation from him for the
purpose of soliciting Ahern customers. Id.

Victor denies any illicit motive in contacting Martinez. Victor Decl. { 31. Rathen
Victor states that he, O’Connell and Martin@eviously worked together at Sunbelt, and
that O’Connell simply had asked Victor totgum in touch with Matinez. Id. Before
giving Martinez’s contact information to O’'@aoell, Victor asked Martinez whether it
would be okay for him to do so. Id. o&for denies having set up a meeting between
O’Connell and Martinez or attempting tecruit Martinez tgoin Ahern. _Id.

b) Deuel Gomez and Robert Porteous

Deuel Gomez (“Gomez’'is employed by Sunbelt as an Outside Sales
Representative at its Richmofatility. Elbrecht Decl. § 28. On August 21, 2013, Victor
sent a text to Gomez seeking the contdormation for Robert Rteous (“Porteous”),
another Outside Sales Representative at Sualf@lthmond rental center. Id. Ex. G. On
information and belief, Sunbeltlages that Victor sought to contact Porteous in order to
solicit his employment or to ¢din confidential informatiofrom him in order to underbid
and deprive Sunbelt of busineds. 1 32. Victor admits &t he contacted Porteous and
Gomez, but only to maintain the relationshipshihad formed with themt Sunbelt._Id.
Victor specifically denies soliciting them any other Sunbelt employees to join Ahern or
to disclose Sunbelt’'s confahtial information._Id.

C) Sam Dep

On August 22, 2013, Victor again contacidrtinez via text, requesting the conta
information for Sam Dep (“Dep; an Outside Sales Repretadive at Sunbelt's Livermore
rental center._1d. 31 and BEt. On information and belieGunbelt alleges that Victor
sought to contact Dep in order to soliw$ employment or to obtain confidential

information from him in order tanderbid and deprive Sunbelt of business. Id. { 32.
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Victor acknowledges having contacted Dalbeit for personal reasons, and not to solicit
him to join Ahern or to discke Sunbelt’s confidential information. Victor Decl. { 32.
2. Alleged Solicitation of Customers
a) Pankow Special Products

Prior to tendering his two-week notice gust 19, 2013, Plaintiff emailed to his
personal email account confidential pricinfprmation regarding Pankow Special Produg
(“Pankow”), a Sunbelt customer. Id. 1 24 &d E. On informabn and belief, Sunbelt
avers that Victor intended to use thifomation to solicitPankow by underbidding
Sunbelt’s prices. Id. | 25.

Victor states that he emailed this infation to himself in aticipation of a then
upcoming client meeting with Pankow. Victdecl. { 21. At the time he sent this
information, Victor was planning on workirigr an additional two weeks after giving
notice of his intent to resign, and had schedihe meeting with Pankow during that time
period. _Id. Victor states that he was unevhat Sunbelt would dismiss him immediately
upon giving notice._ld. He further deniesntacting Pankow or utilizing any confidential
information regarding Paiokv since commencing employment with Ahern. Id.

b) Bar A Construction

On August 22, 2013, Vict@ent Martinez a text message suggesting that they m¢
for lunch. Elbrecht Decl. ExH. Sunbelt claims that “during a text message conversatio
approximately two (2) hours later, Victor reéged confidential information about a current
Sunbelt customer, Bar A Congsttion (“Bar A”), in exchangéor an undisclosed ‘favor.™

Id. § 33. The actual text, ivever, stated as follows:

| need a favor

[BAC]

Rates 8k reach, 45’ stick
Boom, 26’ & 32’ RT
Scissors

Their [sic] out of Washington

Id. Ex. I. To the extent that the text message is construed as a request for informatior

unclear whether it was Victor or Martinez rectirgg the information. For his part, Victor
-5-

et

n

1, it i




© 00 ~N oo 0o B~ W N P

N RN N RN D N N N DN R P R R R R R R R R
0w ~N o s W N P O ©OW 0o N o oS w N kP o

denies asking Martinez about Bar A and inthsahat it was Martinez who was requesting

the information. Victor Decl. § 28. In any event, there is no evidence that Victor contactet

or solicited Bar A while working for Ahern.
C) Atlas Painting
On August 22, 2013, Victaent a text message toikeHopkins (“Hopkins”) of
Atlas Painting (“Atlas”), a Sunbelt custom&hich Victor handled while he was employed
by Sunbelt._Id.  35. In the text, Victorpegssed his desire to do business with Atlas and
indicated that he would send “pricing in themmag.” Id. Ex. J. On information and
belief, Sunbelt alleges that Victor intended to use confidential information to underbid
Sunbelt’s pricing._Id. 1 25. Victor disclosesatlne did in fact reach out to Hopkins, with
whom he had previously developed a prof@sai relationship, budenies using any of
Sunbelt’s confidential information in doing so. Victor Decl. T 23.
d) Siteworks Construction and Leftco
On August 23, 2013, Victor sent a text message to Gomez requesting the contgct
information for Joe Regoli (“Regoli”) ofikworks Construction and Carlos Arviso
(“Arviso”) of Leftco, both of which were Swbelt customers. Elbrecht Decl. 1 37 and Ex.

K. On information and belief, Sunbelt alleges that Victor requested this information in

—

order to underbid Sunbeltd. 1 38. Gomez provided a telephone number for Regoli, bu
not Arviso. Id. Ex. K.

As to Regoli, Victor indicates that he hagbrior relationship witlhim. Victor Decl.

14

1 29. Although Victor states that he easibhyuld have found Regoli's name in a telephong
directory, he decided it was easier to ask Gomsieze they were mutual friends. Id. As
for Arviso, Victor claims he snply wanted to see how he was feeling after his surgery. |Id.
1 30.
€) McNabb Construction
On August 26, 2013, Victor sentext message to McNabb Construction
(“McNabb”), a customer that he serviced whelaployed by Sunbelt. Id. T 39 and Ex. L.

His text message stated: “I'm Santiago Vigcfwreviously woked with Sunbelt Rentals. |
-6 -
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now work with Ahern Rents, | look forward [tah opportunity to meet to offer you Ahern
Services. Please contact me if you have quesi{. Best Regards|.]”_Id. Ex. K. On
information and belief, Sunbedtaims that Victor acquired and used its confidential
information to solicit M&Nabb’s business. Id. § 40. Mictconfirms that he sought out
McNabb's representatives with whom lmed previously deveped a professional
relationship while at Sunbelt. Victor Decl2%. He denies, however, having used any of
Sunbelt’s proprietary information sblicit McNabb’s business. Id.
3. Confidential Information
Sunbelt cites two instances of Victor hayyiemailed confidentiahformation to his
personal email account.
a) February 21, 2013
On February 21, 2013, almost six monph®r to his resignation, Victor emailed
himself confidential pricing information reghng Allied Fire Protection (“Allied”).
Elbrecht Decl. 1 16 and Ex. C. On informatemd belief, Sunbelt avers that Victor did sg
in order to underbid Sunbelt’s pricing. Id.

Victor denies any wrongdoing thirespect to Allied. Victor states it was his custo

m

and practice to email customefarmation to his personal email account in order to prepgare

for sales calls. Victor Decl. { 18. Thasen for this practice was that he lived a
significant distance from his Sunbelt officedathat it was difficult to obtain this
information directly fromSunbelt through his home computer; thus, emailing the

information to his personal account allowethho print out the information—which was

not possible with his iPad. .IdAlthough this informationvas accessible through his Applé

devices, he could not print from them. Idn& leaving Sunbelt, Victor has had no conts
with Allied. 1d.
b) August 16, 2013
On August 16, 2013he day of his resignation, Vmt emailed a sale commission
summary to his personal email account whpahports to show the amount of his sales

commission rate, sales volume, customeralist percentage and total commissions for
-7 -

174

\ICt




© 00 ~N oo 0o B~ W N P

N RN N RN D N N N DN R P R R R R R R R R
0w ~N o s W N P O ©OW 0o N o oS w N kP o

sales in his territory. Elbrecht Decl. § 1&l&Ex. D. On inform@on and belief, Sunbelt
alleges that Victor sought to use thifoimation to solicit Sunélt employees or to
underbid and deprive Sunbelt of business.{I#19. Victor states that he emailed himself
this information only to ensa that he was properly pams accrued commissions by
Sunbelt. Victor Decl. § 20.

C. PROCEDURAL HISTORY

On September 12, 2013unbelt filed the instant actionagst Victor in this Court.
Dkt. 1. The Complaint alleges four state leauses of action for: (1) breach of contract;
(2) misappropriation of trade secrets; (3) unfmmpetition; and (4hreach of duty of
loyalty. Along with the Complaint, Sunbédled Ex Parte Application for Temporary
Restraining Order and Order to Show GaBe Preliminary Injunction (“Ex Parte
Application”). Dkt. 3.

On September 13, 2013, the Court denedEx Parte Application based on
Sunbelt’s failure to demonstrate that a temapprestraining order without notice to Victor
was appropriate under the circumstancesgmtesl. Thereafter, Sunbelt renewed its Ex
Parte Application with notice éneof to Victor. Dkt. 16. The Court construed the renewd
Ex Parte Application as a motion for prelivary injunction and ge briefing schedule
thereon. Dkt. 17. Victor and Sunbgihely filed their oppoion and reply briefs,
respectively. The matter is fully bfezl and is ripe for adjudication.

Il. LEGAL STANDARD

To obtain a preliminary inpaction, the moving party mushow: (1) a likelihood of
success on the merits; (2) a likelihood ofpaeable harm to the moving party in the
absence of preliminary religf3) that the balance of eigjes tips in the moving party’s

favor; and (4) that an injunction is in thelgic interest._Wintev. Natural Res. Def.

Council, Inc., 555 U.S. 7, 20 (2008). “[Ateliminary injunction is an extraordinary and

drastic remedy, one that should e granted unless the movamnta clear showing,

carries the burden of persuasion.” MakweArmstrong, 520 U.S. 968, 972 (1997)

(citation omitted). The moving pa bears_tggz burden of mawagiall prongs of the Winter
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test. Alliance for the Wild Rekies v. Cottrell, 632 F.3d 112¥135 (9th Cir. 2011). The

decision of whether to grant deny a preliminary injunction is rttar of the district court’s
discretion._See Grand Canyon Skywalk DevdlC v. ‘Sa’ Nyu Walnc., 715 F.3d 1196,
1200 n.1 (9th Cir. 2013).

1. DISCUSSION

A. L IKELIHOOD OF SUCCESS
1. Misappropriation of Trade Secrets Claim
Sunbelt alleges that Victor misappraed its proprietary and confidential
information in violation othe UTSA. Compl. {1 62-69Under the UTSA, a prima facie
claim for misappropriation of trade secretguiees the plaintiff to demonstrate: (1) the
plaintiff owned a trade secret,)(the defendant acquired, disséal, or used the plaintiff's
trade secret through improper meams] €8) the defendant’s actions damaged the

plaintiff.” CytoDyn of New Mexico, Inc. vVAmerimmune Pharmsnc., 160 Cal.App.4th

288, 297 (2008) (internal qtations and citation omitted).
a) Possession of Trade Secrets
The threshold issue presented is whetherinformation that Victor allegedly
misappropriated—namely, Sunbelt’s custoitists and pricing information—constitute
protectable trade secrets. The UTSA defmégade secret” as information, including a
formula, pattern, compilation, program, deviogethod, technique, or process, that:

“(1) Derives independent economic value, attur potential, from not being generally

known to the public or to other persons wdam obtain economic value from its disclosure

or use; and [1] (2) Is the subject of effdhat are reasonable undbe circumstances to
maintain its secrecy.” Cal. Civ. Code 8841(d). “[A] plaintif who seeks relief for
misappropriation of trade secrets must iderttily trade secrets aedrry the burden of
showing that they exist.” MAI Sys. Corp.Reak Computer, 991Z 511, 522 (9th Cir.
1993).

Sunbelt appears to use the term “custom&s”lgenerically to inalde the identity of

the customer, the name of the custdmdecsiasion-maker and customer-specific

1~
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information, such as its equment needs, order history aaguipment pricing. Compl.
1 14; Supp. Elbrecht Decl. 1 $0Courts have found this type of information worthy of
trade secret protection. See Courtesy Tamamy Serv., Inc. v. Camacho, 222 Cal.App.3d

1278, 1289-90 (1990). Nonetheless, deterngimihether a particular customer list is
protectable under the UTSA iadt-specific. To that end,dtplaintiff must show that the
information it seeks to protets the product of a substant@mount of time, expense and
effort on the part of the employer, has commenggdile, and is not readily ascertainable t
other competitors[.]”_Kovesdv. Kovesdy, NoC 10-2012 SBA, 2010VL 3619826, *6
(N.D. Cal. Sept. 13, 2010) (citing Camacho, 222 Cal.App.3d at 1287-88) (internal
guotations omitted); Morlife, Inc. v. Perry6 Cal.App.4th 1514, 1521 (1997) (“As a

general principle, the more difficult infoation is to obtain, and the more time and
resources expended by an eayar in gathering it, the more likely a court will find such
information constitutes a trade secret.”).

In the instant case, Sunbelt has failed twycas burden of demonstrating that its
customer lists are trade secret. The datilam submitted by Sunkieén support of its
motion for preliminary injunctn merely states, in an emdly conclusory manner, that
Sunbelt has “invested substantial time, gff;md expense to ttivate prospective and
continuing relationships with itsustomers in the area within a 50-mile radius of [the
Richmond rental center] arid develop customer goodwilly providing castruction,
industrial, and manufacturing equipment basetherparticular needs of each customer g
competitive prices.” Elbrecht Decl. 13- 1Mo facts are presented which specify the
nature of the time, effort and expense thahbelt has purportedly expended to collect its
customer information or to shotivat the information is neién generally known nor readily
ascertainable. In the absencesoth a showing, the Court is not persuaded, at least for
purposes of the instant motidhat Sunbelt’'s customer listse entitled to protection under

the UTSA. E.g., Kovesdy, 2010 WL 3826, *6 (denying motion for preliminary

Lt is unclear how this infonation is stored; e.g., ontaal “lists” or some other
format.
-10 -
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injunction where the plaintiff feed to establish that the stomer list and data were

compiled through a substantial amount of tieeyense and effort); Abba Rubber Co. v.

Seaquist, 235 Cal.App.3d 1, 2®@1l) (upholding trial court fiding that customer list was
entitled to trade secret protection wheredstantial evidence indicates that this
information was not known”).

The Court reaches a different conclusiathwespect to Sunltecustomer “pricing

information.” Victor argues that the rates tBamnbelt charges for its equipment are readily

ascertainable from Sunbelt's website and aregdly known within the industry. Opp’n
to Mot. for Prelim Inj. (“Op’'n”) at 9. However, Sunbeltas offered evidence that it
discounts its regular rates (which are disalioge its website) dependj on the particular
customer, and that the amounttioé discount is ultimately decided by the rental center
manager._E.qg., Elbrecht Decl. {1 18, 24; Supp. Elbrecht Ded.9, Dkt. 29. In addition,
Sunbelt has shown that it limitise dissemination of its prieg information to only certain
employees. Elbrecht Decl. Ex. A 8 5. Sunlsettistomer-specific pricing has independe
economic value to comptors, and thus, appears to qualify for trade secret protection.
Whyte v. Schlage Lock Co., 101 Cal.App.4#43, 1455-56 (2002) (holding that prices

charged to different customers constituted agtisetret). The Court now turns to the issu
of whether Sunbelt has made a ceflipg showing of misappropriation.
b) Misappropriation

The second element of a claim untex UTSA requires a showing of
misappropriation, which is the unauthorized disale or use of trade secrets. See Cal.
Civ. Code § 3426.1(b). Sunbelt poshsee arguments regarding this elenfefirst,
Sunbelt claims that Victoropied confidential information pwiously stored on his iPhone
and iPad issued to him by SuftbeMot. for Prelim. Inj. (“Md.”) at 8. The only supporting

evidence identified by Sunbelt is a conclysstatement to that effect made on

2 Although Sunbelt has failed to demonggrtitat its customer lists are entitled to
trade secret protection, the Court will pre®e, for purposes of its misappropriation
analysis, such lists qualify for protection under the UTSA.

-11 -
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“information and belief” by Brian ElbrechtElbrecht”), a Sunbelt District Manager whose

responsibility includes the Richmond rentahtee. Elbrecht Decl. 1 5, 12. However,
Elbrecht offers no facts upavhich his belief is predicated, which undermines the
evidentiary value of his otherwise conclusand speculative assertion. See Bank Melli

Iran v. Pahlavi, 58 F.3d 1406412-13 (9th Cir1995) (declaration based on information

and belief was insufficient because there werdacts to establispersonal knowledgé).
The mere fact that Victor had access tol&lt's confidential information prior to his
separation does not ipso factoadsish that he later misappropriated such information. S

Central Valley Gen. Hosp. v. Smith, 162|@a@p.4th 501, 528-29 (2008) (mere possessid

of a trade secret does not constitute misapprbpn); see also FLIR Sys., Inc. v. Parrish,

174 Cal.App.4th 1270, 1279 (2009) (“Mgressession of trade secrets by a departing
employee is not enough for an injunction.Nloreover, Sunbelt has not refuted Victor’s
claim that he has not copied or retairey trade secretfiormation from Sunbelt's
electronic devices. Victor Decl. 11 9-11.

Next, Sunbelt attempts todtilight the fact that on the day he submitted his two-
week notice, Victor emailed to his ssleommission summary to his personal email
account. Mot. at 8; Elbrecht Decl. 1 18 and Ex According to Victor, he emailed this
information to himself as means of ensuring that Suttiggroperly paid him for all
commissions owed. Victor Decl. § 20. Sahilwloes not rebut Victts explanation, but
instead contends, again on information and behet, Victor used thismformation to lure
Sunbelt employees to seek employmeitivhern and to solicit existing Sunbelt
customers by offering lower prices. ElbrechtD& 19. Sunbelt fails to proffer any facts
to support the basis of its “information andiéke” In addition, trere is no evidence to

support Sunbelt’'s accusation that Victsied the commississummary to solicit

3 In view of the urgency attendant to guest for preliminary injunction, a district
court has the discretion to consider otheninselmissible evidence ‘Wen to do so serves
the purpose of preventing irreparable harm betioak” Flynt Distrib. Co., Inc. v. Harvey,
734 F.2d 1389, 1394 (9th Cir.84). In this case, howevergtiCourt finds that Sunbelt’s
claim that Victor misappropriat trade secrets in violation of the UTSA is based on
nothing more than speculation and conjecture.

-12 -
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employees or Sunbelt customers. The sirfgatethat Victor emailed himself ostensibly
proprietary information, without nme, does not show misappropriation.

Finally, Sunbelt claims that Victor repedty sought to obtain customer contact
information from currenSunbelt employees in order to sdlisusiness on behalf of Ahern,
Mot. at 8. In particular, Sunbelt attempts to make much of artegsage exchange with
Martinez in which he allegegfreceived confidential inforition about a current Sunbelt
customer [i.e., Bar A Constructipin exchange for an undissed ‘favor.” Mot. at 8.
Victor denies requesting information regaglBar A Construction and indicates that, in
fact, it was Martinez who was seeking thearmation from him. Victor Decl. § 29.
Sunbelt offers no evidence to the contrakg for contacting other Sunbelt employees,
there is no actual evidence that Victor soughbbtained confidential customer informatio
from them.

In sum, the Court finds that Sunbelt liaded to make a gficiently compelling
showing of misappropriation of tradecrets in violation of the UTSA.

C) Actual or Threatened I njury

The third and final element of a UTSA claisthat the plaintiff suffered actual or
threatened injury. See Cal. Civ. Code 8§ 3429.2(The evidence in pport of this element
Is weak. There is no compelliryidence that Victor used Swltis trade secrets to solicit
business from existing Sunbelt customersthdugh Sunbelt contends that one of its
customers, ATS, is now rengnts forklifts from Ahern instad of Sunbelt, there is no

evidence that Victor initiated contact with thestomer or that he used any of Sunbelt’s

4 While employed by Sunbelt, Victemailed himself pricing information
concerning two customers; however, it wasrbgular practice to do so in the course of
reparing for customer meetings. VictordDg[] 19, 12. There 3o evidence that
ollowing his departure from Sunbelt that Victmsed this information improperly or that
he has had any contact with either customer. Id.
-13-
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confidential information to solitits business. To the contya ATS contacted Victor due
to its apparent dissatisfaction withrfielt’s service. Victor Decl. § 25.

In sum, the Court finds that Sunbelt hatethto demonstrate that it is likely to
succeed on the merits of its claint faisappropriation of trade secrets.

2. Unfair Competition Claim

Sunbelt alleges that Victor violaté€zhlifornia Business and Professions Code
section 17200, better known as Califiar Unfair Competition Law (“UCL"), by
misappropriating Sunbelt’s confidential infaatron to benefit himself and his new
employer, Ahern. Compl. 1 71-72. The URBkkes actionable any “unlawful, unfair or
fraudulent business act or practice.” Cal. Bu®rof. Code § 17200. “Each prong of the
UCL is a separate and distirtheory of liability.” Birdsong v. Applelnc., 590F.3d 955,
959 (9th Cir. 2009).

The conduct underlying Sunbelt’'s UClaim is the samas its claim for
misappropriation of trade secsetCompl. § 72 (“Victoutilized Sunbelt’'s confidential
information to solicitSunbelt's customers, thereby unifacompeting with Sunbelt and
depriving Sunbelt of its business.”). Ascussed above, Sunbelt's showing of
misappropriation is tenuous, at best. In additiorthe extent that Sunbelt's UCL claim is
based on the same nucleus of facts as itsxdlai misappropriation of trade secrets, it is

preempted by the UTSA. See K.C. MultimedidBank of Am. Tech, & Operations, Inc.,

171 Cal. App. 4th 939, 958@R9) (“In sum, we agreeith the federal cases applying
California law, which hold that section3d.7, subdivision (b), preempts common law
claims that are “based on the same nucletizab$é as the misappropriation of trade secre]
claim for relief.”) (citing_Digitd Envoy, Inc. v. Google, In¢370 F. Supp2d 1025, 1035
(N.D. Cal. 2005)).

5 Sunbelt objects on hearsay grounds to taestent in Victor's declaration that the
representative from the customATS, stated he was unhappith Sunbelt’'s service. The
statement attributed to thepresentative is not being offered for the truth of the matter
asserted; that is, whether ATS was unhappy ®ithbelt. Rather, the statement is offere
only to show that it was ATS’ representativeo contacted Victoand not vice-versa.

The objection is therefore overruled.
-14 -
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Accordingly, the Court finds that Sunbghs failed to show a likelihood of success
on its claim for unfair competition.
3. Breach of Contract Claim
“[T]he elements of a cause of action foe&ch of contract are (1) the existence of
the contract, (2) plaintiff's performance excuse for nonperforamce, (3) defendant’s
breach, and (4) the resultingrdages to the plaintiff."Oasis West Realty, LLC v.
Goldman, 51 Cal.4th 811, 842001). Here, Sunbelt alleges that Victor breached the

Agreement by: (1) “disclosing and misusimgn@idential information;’ (2) “using Sunbelt’s
proprietary and confidential information ¢contact and solicit the business of Sunbelt’s
customers whom Defendant servicedlerhe was employed by Sunbelt”; and

(3) “contacting and soliciting Sunbelt's empéms whom Sunbelt spent considerable time
and expense trainiff Compl. 1 54.

Victor contends that the restrictive conaats in the Agreement which prohibit him
from soliciting business frorfBunbelt customers and soliciting Sunbelt employees for
employment are unenforceable encalifornia Business aritrofessions Code section
16600. Victor further argues that eveithé covenants are enforceable, there is no
evidence that he breached any of the provisafrise Agreement. Opp’n at 4-11. The
Court discusses these arguments, in turn.

a) Validity of the Restrictive Covenants
Under section 16600, “covenants not tonpete are generally unenforceable.”

Fillpoint, LLC v. Maas, 208 Cal.App.4th 1170177 (2012). This section provides:

“Except as provided in thishapter, every contract by whi@anyone is restrained from
engaging in a lawful profession, trade, or bussef any kind is to thaxtent void.” Cal.
Bus. & Prof. Code § 16600. This section ‘iregents a strong public policy of the state.”
Edwards v. Arthur Andersdn P, 44 Cal.4th 937, 949 (20R8As such, “[nJoncompetition

agreements are invalid undecten 16600 in California, en if narrowly drawn, unless

-15-
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they fall within the applicablstatutory exceptions of sectioh6601, 16602, or 16602.5.”
Id. at 954°

Covenants not to solicit a former employesisstomers are treated as covenants n
to compete, and are invalid under secti6800—except as necesgto protect trade

secrets._E.g., Dowell v. Biosense Wehdliec., 179 Cal.App.4t564, 577 (2009)

(invalidating a covenant not swolicit customers with whom employees had contact durin
their last 12 months of employment for i@®nths after employment); Thompson v.
Impaxx, Inc., 113 Cal.App.4th 25, 1429 (2003) (“‘Antisolitation covenants are void as
unlawful business restraints extavhere their enforcementm&cessary to protect trade
secrets.”™) (quoting Moss, Adams & Co.$hilling, 179 Cal.App.3d.24, 129 (1986)).

Sunbelt contends that the Agreemept'sscription on the solicitation of its

customers is valid because theysion “only prevents him fromsing Sunbelt’s

confidential information to solicSunbelt’s customers.” Moat 10 (emphasis added). Not

so. Section 5.2(iii) of the Agreement bafistor from soliciting “any person or entity who
purchased or leased products or servicas f®unbelt] at any time during the twelve (12)
calendar months immediately preceding tlienteation of this Agreement for any reason
and for or with whom Emplae had contact, responsibility, or access to Confidential
Information related to such persor entity . . . .” Elbrecht Decl. Ex. A 8 5.2(iii). The
proscription against solicitatias based on whether Victbiad any contact with or
responsibility with the customer access to its “Confidential Information” during the
twelve month period iceding his terminationset on Victor’s use of confidential

information to solicit the custoen. Indeed, under the termssafction 5.2(iii), Victor is

6 California Business and Professions Cedetion 16601 permits the enforcement
of covenants not to compete in connectiothvthe sale of a business; section 16602
applies to the dissolution of disassociation from a partstip; and section 16602.5
pertains to the dissolution from tarmination of an interest i limited liability company.
-16 -

g




© 00 ~N oo 0o B~ W N P

N RN N RN D N N N DN R P R R R R R R R R
0w ~N o s W N P O ©OW 0o N o oS w N kP o

prohibited from soliciting theustomer, even if it no longeoes business with Sunbélt.
Based on the foregoing, the Court finds thatAlgreement’s restricin on Victor’s ability
to solicit Sunbelt's customersusienforceable under section 16600.

Victor also challenges the restrmi against soliciting Sunbelt employees for
employment. Section 5.2(i) of the Agreemprdvides that: “Employee shall not directly
or indirectly . . . solicit the employment of . any person who at any time during the
twelve (12) calendar months immediatelyqaéing the termination or expiration of this
Agreement was employed by [Sunbelt].” éntractual provision preventing a departing
employee from “raiding” his former employeesnployees is “not void on its face under

Business and Professions Code section 16606ral Corp. v. Moyes, 174 Cal.App.3d

268, 281 (1985). Victor argues that Loratlistinguishable on the ground that there is ng
evidence that he actually lured any Sunbelpleyees to seek employment with Ahern.
However, whether there evidence that Victor solicited Sunbelt employees is a separate
and distinct issue from whwegr the Agreement’s resttign on soliciting Sunbelt’s
employee’s for employment violates section 16800hus, based on the arguments
presented thus far, the Court is not paded by Victor's contention that the non-
solicitation clause is invalid. The Court thfare addresses whether there is compelling

evidence that Victor breachedgimon-solicitation provision.

"Though Victor distinctly challengeke enforceability oSunbelt’s restrictive
covenants in its opposition, Sunbelt does mlolrass the argument in its reply. The Court
construes Sunbelt’s lack of response as amsgion that Victor's argument is meritorious
See Ramirez v. Ghilotti Bros. Inc., 941 FipP. 2d 1197, 1210 (N.D. Cal. 2013) (finding
that_t;]e failure to respond to argumeniamis to a concession that the argument has
merit).

8 The restriction set forth in section 5.2¢f)the Agreement bars the solicitation of
any Sunbelt employees who worked for Sunllelting the twelve months preceding the
termination or expiration of the Agreemenhe Agreement thus appears to prohibit the
solicitation of Sunbelt’'s employees, regardlesa/hether that eployee still is employed
by Sunbelt. The parties, however, do not addiessmport of this appant restriction as it
pertains to section 16600.

-17 -
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b) Breach of Restrictive Covenants

Sunbelt contends that Victor breachkd Agreement’s resttive covenants by
“soliciting the employment of Sunbelt employees on behalf of its direct competitor,
Ahern.” Mot. at 11. The mdrd does not support theentention. Although Victor
acknowledges having contacted faemer colleagues, he states that he did so to mainta
existing friendships he had formed with teasdividuals. Victor Decl. § 27. Sunbelt
scoffs at Victor's explanatioand cites Victor's purportedtampt to meet with Martinez
and O’Connell, an Ahern manager, as an exarapVictor’s attempts to solicit Martinez
for employment and to obtain trade secrets from him. Reply at 4. However, there is 1
evidence that Victor was attetmg set up a three-way meag, that such a meeting took
place, or that he had any nefais motive in contacting Martinez. Victor Decl. § 31. The
evidence suggests that O’Connell and Martwere former co-workers and Victor simply
was asking Martinez, his closednd, whether he minded if Obnnell contacted him._Id.

Next, Sunbelt asserts that Victor breactieglAgreement by using its confidential
information to solicit customerdViot. at 11. As support, 8belt claims that on August 30
2013, Ahern delivered twforklifts to ATS, a customer of Sunbelt with which Victor had
contact during his tenure with Sunbelt.bigcht Decl. 1 46-47. A few days later, ATS
returned two forklifts tdSunbelt which it had rented for the last two years. Id. { 48.
Sunbelt accuses Victor of using confidentmdibrmation acquired dung the course of his
employment with Sunbelt to lure ATS to Aherld. § 49. However, Sunbelt’'s accusation
Is made on information and belwfthout stating the factual basiherefor. In addition, the
record shows that it was ATS which contactéctor. For these reasons, the Court finds
that Sunbelt has failed to demonstrate dillko®d of success on its claim for breach of
contract.

4, Breach of Duty of Loyalty Claim

California law recognizes a cause of aatfor breach of an employee’s duty of

loyalty. E.q., Stokes v. Dole Nut Co., 411@a@p.4th 285, 295 (196) (noting that: “[A]n

employer has the right to expect the undied loyalty of its employees. The duty of
-18 -
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loyalty is breached, and may give rise to asenof action in the employer.”). The Ninth
Circuit has described the duty of loyalty“fduciary-like.” Thorman v. American
Seafoods, Co., 421 F.3d 1090, 1@9th Cir. 2005). The elem&nof a cause of action for

a breach of the duty of loyalty are: “(1) thast&nce of a relationship giving rise to a duty
of loyalty; (2) one or more breaches of thaty; and (3) damage proximately caused by
that breach.” _Huong Que, Inc.lwu, 150 Cal.App.4t 400, 410 (2007).

On information and belief, Sunbelt claitist Victor emailed a confidential sales
commission summary and customer pricing finfation to his personal email account in
order to solicit Sunbelt employees by oiifg) higher commission rates and to solicit
Sunbelt customers by offering lower prices. Mxtl3. However, there is no evidence th
at the time he emailed himself, or at aimye while he was employed by Sunbelt, that

Victor intended to use such informationsilicit Sunbelt employees or customers after h

at

S

separation. Although there is evidence thatt®i sought to contact Sunbelt employees and

customers, Sunbelt's assertion that Victor didisimg its confidential information is, at this
juncture, entirely speculative.

Accordingly, Sunbelt has failed to demtmage a likelihood of success on its claim
for breach of dutyf loyalty.

B. | RREPARABLE HARM

“A plaintiff who seeks preliminary injurive relief must show ‘that irreparable
injury is likely in the absence of an injunction.” M.R. v. Dreyf697 F.3d 706, 728 (9th
Cir. 2012) (quoting Winter, 555 U.S. at 22)ljiance for the Wild Rocies v. Cottrell, 632
F.3d 1127, 1131 (9th €i2011) (“plaintiffs must establighat irreparable harm is likely,

not just possible, in order to obtain a prehary injunction.”). “$eculative injury does
not constitute irreparable injury.” Goldie’s 8kstore v. Super. Ct., 83.2d 466, 472 (9th
Cir. 1984).

Sunbelt contends that Victor’s alleged a$és confidential information to solicit its
employee and customers will underminegig®dwill and place it at a competitive

disadvantage with Ahern. Mot. at 14. Thiaiocl is unsupported. There is no evidence t}
-19-
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any Sunbelt employee has been recruited byoYiat hired by Ahern. As for Sunbelt's
customers, there is no evidence that Vict@dugny of Sunbelt’s confidential information
to contact or solicit them. Ihough one Sunbelt customer, ATigw appears to be renting
from Ahern instead of Sunbethere is no evidence that Maetsolicited ATS or that he
used any of Sunbelt's confidential informatiorhis discussions with ATS. Nor is there i
any evidence that ATS was not alreadyduern customer. Indeed, it was ATS which
reached out to Victor, not vice-versa. Viciecl. 1 25. In the absence of evidence that
irreparable injury isikely in the absence of an injunctidhe Court finds that an injunction
Is not warranted. See Herb Reed EntersC bl Florida Entm’t Mgmt., Inc., -- F.3d --,
2013 WL 6224288, *8-*9 (9th Cir. 2013) (reversing prehary injunction where evidence

of irreparable harm was lacking).

C. BALANCE OF EQUITIES

Before an injunction may be imposed, thevant must demonstrate that the balang
of equities tips in its favorWinter, 55 U.S. at 20. Sunbeltgues the equities weigh in its
favor, as it only seeks to compéictor to comply with the terms of his Agreement.
However, there is no evidence that Victos figiled to comply vth the terms of the
Agreement. The equities therefore do not fatherimposition of amjunction where, as
here, the need for onednot been established.

D. PuBLIC INTEREST

“In exercising their sound disgtion, courts of equityt®uld pay particular regard
for the public consequences in employingeik&aordinary remedy of injunction.” Winter,

555 U.S. at 24 (quoting Weinberger v.riRero-Barcelo, 456 U.R05, 312 (1982))

(quotation marks omitted). khe instant case, the publidenest will not be served by
entering an injunction to prevent conduct whiunbelt has not shown has or is likely to
occur. The final Winter factor thus weigagainst entering a preliminary injunction.

. CONCLUSION

Sunbelt has failed to make a clear shaytimat it is entitled to a preliminary

Injunction pursuant to the Wintstandard. Accordingly, fadhe reasons discussed above,
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IT IS HEREBY ORDERED TIAT Sunbelt’'s motion for ggliminary injunction is
DENIED.
IT IS SO ORDERED.

Dated: 2/4/14 Mﬁ@_ﬁ_
AUNDRA BROWN ARFISTRONG

United States District Judge
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