Dauphin v. Crownbrook ACC LLC Doc. 79

UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

_____________________________________________________________________ X
RICHARD W. DAUPHIN,
12-CV-2100(ARR) (SMG)
Plaintiff,
: NOT FOR ELECTRONIC
-against : OR PRINT PUBLICATION
CROWNBROOK ACC LLC : OPINION AND ORDER
Defendant. :
_____________________________________________________________________ X

ROSS, United States District Judge:

Plaintiff Richard W. Dauphira former member and emplayef defendant Crownbrook
ACC LLC (“Crownbrook™), brought this suit alleging that defendant had defaulted on payments
owed to him undea promissory note. Defendant brougloiunterclaims asserting thathen
plaintiff left deferdant’s employment to work for a competitor, he took documents containing
Crownbrooks confidentialand proprietary information and usi@t informationto harm
Crownbrook’s business and help his new employer’s business.

In a prior order, this court gramtgartial summary judgment for plaintiff on his claim for
damages resulting from defendant’s default on the promissory note. The couddlefary of
judgment pending resolution of defendant’s counterclaims. The parties engadddional
discovery, and plaintiff now moves for summary judgment on defendant’s counterclamtise F
reasons set forth below, plaintiff’s motion is granted. Defendant’s coumiteschre dismissed

and the court directs the entry of judgment for plaintiff in the underlyingracti
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BACKGROUND

Procedural History

The following facts are undisputed and are taken from the court’sguder, Dkt. #40.
Plaintiff, a resident of Massachuseftseviously owned a membership interest in defendant, a
New York limited liabilitycompany(“LLC") , and serveds itsemployee. On September 7,
2010, plaintiffagreed to selis membership interest in the LUEG defendant for a purchase
price of $1.25 million. On March 26, 2011, defendant executed a promissory note agreeing to
pay $1.5% million to plaintiff intwelve quarterly installments of $104,166.66, with the first
installment due on the closing date of March 26, 2011, and the final installment due on
December 26, 2013. In the event that a payment was not made in full on theedtleeda
promissory note provided that interest on the unpaid principal amount would accrue fidune the

date untilit was paid in fullat the prime rate as published in Wall Street JournalAlso on

March 26, 2011, the parties terminated plaintiff ©pemployment agreemewith defendant
and entered into a new employment agreement.

Defendant made the first three payments under the promissory note but did not pay the
fourth installment due on December 26, 2011. In February 2012, plaintiff termingted hi
employment with defendariDefendantas not made any further payments on the note.

On April 30, 2012, plaintiff filed this diversity suseekingdamages for the unpaid
installmentson the promissory note, including interest. Compl., DktDfendant asserted
several affirmative defenses and counterclafms. Answer & Countercl., Dkt. #13n April
11, 2013, the court granted partial summary judgment for plaintiff, finding that threl ididanot
support defendant’s affirmative defenses. Dkt. #40.

At issue now are defendant’s counterclaims. Defendant altegé on or about February



10, 2012, plaintiff resigned his employment with defendant and took a job with defendant’s
direct competitor, Dairy Conveyor CoriDairy Conveyor”).Am. Answer & Countercl. I 34.
Defendant alleges that plaintiff took a laptop containing “reams of Crownbromkfglential

and proprietary information,” including financial data, business plans, product itik@nma
customer lists, and marketing plans, and has refused to return the inforrnaatfi§n3435.
Defendant further alleges thataintiff disclosed this confidential and proprietary information to
his new employer and used the information at his new job “to compete with Crownbrook and
steal Crownbrook’s customers and business relati¢asT{ 3536.

Defendant asserts five counterclaims against plaintiff: (1) breach acgn(2)
misappropriation of trade secrets and confidential business information; (& lofdeduciary
duty; (4) conversion; angb) unfair competitionld. 17 3862. As remedies, defendant seeks
dismissal of the claims in plaintiff's complair@n injunction requiring plaintiff to return “all
documents, data, materials, processes, and procedures taken from Crownbrook ofrderived

Crownbrook’s materials”; compensatory and punitive damages; and attorneyanfteosts.

I. Evidence RegardingDefendant’'s Counterclaims

Having reviewed the deposition testimony, affidavits, and akkibitssubmitted by the
parties, the court will summarize the evidence in the record regarding defsntbunterclaims.

A. Taking of Defendant’s Confidential Information

It is undisputed that when plaintiff left his employment at Crownbrook, he kept a laptop
computer that had been provided to toyndefendant. Plaintiff assettsat he “felt justified” in
keeping the laptop because defendant had stopped making the payments owed to him on the

promissory note. Aff. of Richard W. Dauphin (“Pl. Aff.”), Dkt. #73, Ex. 1, 1 9. In his deposition,



plaintiff testifiedthat a few weeks after he left Crownbrook, the company asked for the laptop
back, but he did not return it becaukdendant owed him money. Dep. of Richard W. Dauphin
(“Pl. Dep.”), Dkt. #76, Ex. 1, at 171.

Defendant asserts that plaintiff also retained confidential and proprieteuyneénts
belonging to Crownbrook. In support of this allegation, defendant has prandexpert report
by Sal Llanera, a certified fraud examiner and consultant in computesittseBxpert Report of
Sal Llanera (“Llanera Report”), Dkt. #78, Ex. 1. Llanera’s report identifiesbmses foalleging
that plaintiffretainedCrownbrook’s contlentialdocuments after leaving his position there.

First, Llanera conducted a search of plaintiff's Crownbrook e-mail account and identified
seven emails that were sent from plaintiff's account to his wife’'s accdanf] 13.Levi
Krinsky, the president of Crownbrook, asserts that thesaiks-included attachments with
confidential informationAff. of Levi Krinsky (“Krinsky Aff.”), Dkt. #77, 6. Among these
attachments waa “pipline document,” which Krinsky describes &sSically a summary of all
of Defendant’s business up until that point, and included, among other highly sensitive and
proprietary information, Defendant’s pricing information, identification ®tlien current and
prospective customers as well as all of its outstanding projects andl@ids7. Krinsky asserts
that “[n]Jo one in Defendant’s employ, other than Plaintiff, emailed those documamnts f
Plaintiff's mailbox at Defendant’s domain to Plaintiff's wife’s email addrelsk. 6.

Second, Llanera conducted an investigatiotheflaptop that plaintiff retained after
leaving Crownbrook and identified 5,117 files that wlestaccessed on February 24, 2012,
several weeks after plaintiff left Crownbrook’s employmétanera Reporf 147 Llanera states

“with a reasonable degree of certainty” that the files wereogied at the same time from the

! The record does not establish when plaintiff returned the laptop wenBrook. However, he must have returned it
sometime before June 6, 2013, widsneraconducted a forensic analysis of the laptop. Llanera R§®ort
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laptop to an external hard driviel. § 202 Krinsky, Crownbrook’s president, asserts tihese
files containedconfidential information including drawings, pricing information, custoliists,
internal salary informatiorgnd draft and final proposals. Krinsky Aff.  11. Based on his
investigation, Llanera states that it is his opinitrat confidential and proprietary information
stored in the laptop | analyzed were sent and copied to computers and devices not controlled
and/or authorized by the Defendant.” Llanera Ref@8.

Plaintiff denies emailing Crownbrook documents to his wife’s account or copying
Crownbrook’s files from the laptop. FAff. § 9. In his deposition,l@intiff testifiedthat he did
not know why e-mails were forwarded from his work account to his wife’s accountcanadtdi
remember whether he accessed the documents attached-tméiis.Bl. Dep. 152-54. In his
later affidavit, plaintiffstates“l believe that while | was ill, emails with information attached
were sent to me by someone in the office with access to the Laptopy wie’'s email
account.” PIAff. 1 9. Raintiff testifiedin his deposition that he downloaded some documents
from the laptop to a thumb drive, but only files from his attorney and some “personalRuff.”
Dep. 205-07. He denied copying the company’s drawings from the laptop to a thumiddate.
207.He statedhat after he left defendant’'s employment in February 2012, he kept the laptop at
his homeld. at 206.Plaintiff testified that he would get calls from former colleagues “out in the
field on jobs they were doing,” and he would turn on the laptop and look at documents in order
to answer their questions. Id. at 172-73. Plaintiff testified that no one else has tacte
laptop after he left Crownbrook, other than his sefaw who borrowed the laptop at one point

when his own computer stopped workiidy.at 20203.

2 Llanera’s reporstateshat a pattern of numerous files all having the same last date of accesticésive of either
a mass copy, a backup process that took place or a fulliars scan of théaptop.” Llanera Report I 14. Llanera
found no indication that an antirus scan or baclp process had occurred on February 24, 20131 1619. His
analysis also showed that a USB external hard drive had been plugged inteafh@tapebruary 24, 2012, a few
minutes before the time of last access shown on thelfile$.24.
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B. Use and Disclosure obefendant’s Confidential Information

Defendanfurtherasserts that plaintiff disclosed Crownbrook’s confidential information
to his new employer at Dairy Conveyor and used the information to harm Crownbrook’s
business. In support of this allegation, defendant asserts that Crownbrook hamifichisi
business to Dairy Conveyor since plaintiff's departure.

Krinsky, Crownbrook’s president, testified in his deposition that Crownbrook’s business
hadbeen “affected in a way that has been highly detrimental” since plagitifDep. of Levi
Krinsky (“Krinsky Dep.”), Dkt. #73, Ex. 5, at 1Krinsky stated that, since plaintiéfdeparture,
Crownbrook had been awarded almost no projects in the dairy industry, “which prior was the
base of our businesdd. at 15. At his deposition, Krinsky could ndentify particular projects
for which Crownbrook did not have the opportunity to submit a bid, nor could Krinsky identify a
projectthat plaintiff had initially quoted for Crownbrook and then later got for Dairy Conveyor.
Id. at 2526, 37.

In alater affidavit, Krinsky asserthat Crownbrook has lost “nearly $5 million in sales”
since plaintiff left, including “nearly all of the dairy industry businded Defendant had prior to
Plaintiff's departure.” Krinsky Aff. § 8Spedfically, Krinsky identifiesthree projects, together
accounting for $600,000 in expected sales: the N8 Conveyor project for Country Pure lods, t
Side Grip Elevator project for Country Pure Foods, and the Half Gallon Corrugatedrbject
for GarelickLynn. Id. Krinsky stateghat plaintiff worked on all three of these projects while he
was employed by Crownbrook, that information about these three projects was inoltitked i
confidential documents on the laptop, and that Crownbrook “had a reaserpbtgation of
being awarded these job$d. Krinsky's affidavit also identifiether specific projects that

Crownbrook had a “reasonable expectation” of being awatdefif 910.



In his depositionKrinsky testifiedthat Crownbrook’s salespeoéributed the loss of
business to “competition from [plaintiff] and Dairy Conveyor.” Krinsky Dep. 31K381sky
stated that one of Crownbrook’s salespeople told Krinsky that he was “given theamdiags
that because of Mr. Dauphin he was not being invited to quidteat 22. Krinsky asserted that
he believd plaintiff wasusing Crownbrook’s confidential information to attract Crownbrook’s
customers t@airy Conveyor “Our sales have been affected in a way which | can’t explain any
other than there has been unfair practices on the part of Dairy Conveyor having perhaps
information on our pricing and also being, also with regard to our contacts, whicbviebshs
through the efforts of Mr. Dauphinld. at 16.

On multiple occasions in the deposition, however, Krinsky testified that he had rto direc
evidence that plaintiff disclosed Crownbrook’s confiddntibormationto Dairy Conveyor or

used the information at Dairy Conveyor:

Q: Do you have any evidence that Dauphin disclosed any of
your confidential or proprietary information to his new
employer?

A: No.

Q: Do you have any evidence that Dauphin used you

confidential or proprietary information for his new
employer’s benefit?
A: Not directly.

Id. at 25;seealsoid. at 11, 18, 26, 50. Whegnaintiff’'s counsel aked Krinsky, Have the
[Crownbrook] salesmen told you that the customers have told them that Dauphin has done
something of what you have alleged and that is the reason they are not going tugive y
order,” Krinsky responded, Not that way:. 1d. at 50.He stated thahe Crownbrooksalespeople
reported More difficulty working with our customers” anantreased competition from Dairy

Conveyor.”ld. at 5051.

For his part, laintiff “categorically den[ies]” disclosing any of defendant’s conficsnt



information to Dairy Conveyor or using such information “for any purpose [ai¢guit
Defendant’'s emplay PI's Aff. | 8. Gary Freudenberg, the president of Dairy Convegstified
in a deposition that he was not aware that plaintiff took defendant’s laptop when he left
Crownbrook and went to wk at Dairy Coweyor. Dep of Gary Freudenberg (“Freudenberg
Dep.”), Dkt.#73, Ex. 9, at 67. Freudenbexigo testified that he had never heard of the “sales
pipeline” document from Crownbroold. at 105 .Freudenbergestified that Dairy Conveyor
hired plaintiff based on his experience and the fact that he had worked for Dairyy@onve
before 1d. He testified thaDairy Conveyor did not hire plaintiff to gain access todustomer
basefrom Crownbrook, and Freudenberg could not thinkieynew customers that plaintiff had
brought to Dairy Conveyor since he started working tHdreat 105-107.

Freudenberglso testified that plaintiffauld not have used Crownbrook documents to
generate price quotes for Dairy Conveyor customers. He stated that DaugyOr has a
“proprietary pricing program” that all of its stafe to generate quotes for projetdsat 37-38.
Freudenberg stated that he instructed plaintiff to use that prograaih poojects.Id. at 37.0nce
Dairy Conveyor’s program generates a price quote, only two people have guthohainge the
guote: Freudenberg and his partner Tony Gordeat 3-39. Thereforel-reudenberg testified
thatno staff member can discount a quote unless Freudenberg or Gomez appldvaisa?2.

At the deposition, defendant’s counsel asked Freudenberg about the specifis project
referenced in Krinsky’s affidavas projects that Crownbrook had lost to Dairy Conveyor.
Regarding th€ountry Pure Foods’s projectreudenberg stated that plainsffole was to go
on site to take measurements and then send that information totatheresnbers to create
drawings Id. at 3331. Plaintiff used Dairy Conveyor’s proprietary pricing software to gaaex

bid, and Countr PureFoodswas quoted the list price as generated by the proddait 4243.



Freudenberg stated that he was not aware that plaintiff had been involved iniggéda for
Country Pure Foods when he worked at Crownbr@blat 65. When asked wheth@aintiff
had used any Crownbrook documents when he constructed Dairy Conveyor’s bids for Country
Pure, Freudenberg responded, “I know that he didn’t . . . [b]Jecause | wouldn't allow that, any
materials that are not ourdd. at 66. He stated, “[A]ny quotations that Dairy Conveyor provides
to a client would be off of our drawings, field dimension by our employees, then put into our
pricing program on quoting and generating a Dairy Conveyor quotatcn.”
Regarding the Half Gallon Corrugated Line project for Garelick Lynnydeeberg
testified that plaintiftook field dimensions and relayed them to Freudenberg so that
Freudenberg could update Dairy Conveyor’s drawifdgsat 9293. Raintiff thengenerated a
price quote using Dairy Conveyor’s proprietprnpgram Id. at96. Freudenberg testified that
plaintiff did not consult any other documents regarding the project design becayse Da
Conveyor used its own drawindd. He testified that, to his knowledge, plaintiff did not consult
any other documents to generate the price quote, and “[i]jt would have no bearing’anyway
because Dairy Conveyor used the price generated by its proprietgram Id. at 96-97.
Defendant’s counsel alsslked Freudenberg about numerous other specific projests. F
each one, Freudenberg testified that plaintiff had no involvement in either DairyyOosu&d

on the project or its decision not to bid on the projectat 7879, 81-92, 100-102.

STANDARD OF REVIEW
“The court shall grant summary judgment if the movant shows that there is noggenuin
dispute as to any material fact and the movant is entitled to judgment as a nlattet Béd. R.

Civ. P. 56(a). The function of the court is not to resolve dispatedalissuesbut to determine



whether theresi a genuine issue to be triddhderson v. Liberty Lobbync., 477 U.S. 242, 249

(1986). “While genuineness runs to whether disputed factual issues can reasonesiyvee in
favor of either party, materiality runs to whether the dispute matters, i.e., witetbacerns

facts that can affect the outcome under the applicable substantivévleRtierson v. Coombe,

174 F.3d 276, 280 (2d Cir. 1999) (quoting Graham v. Henderson, 89 F.3d 75, 79 (2d Cir. 1996))

(internal quotabn marks and ellipses omitted)

In assessing whether summary judgment is appropriate, the court coftsieers
pleadings, depositions, answers to interrogatories and admissions on file,rtoggstlaay other
firsthand information includingui not limited to affidavits.Nnebe v. Daus, 644 F.3d 147, 156

(2d Cir. 2011) (quoting In re Bennett Funding Grp., Inc., 336 F.3d 94, 99 (2d Cir)2668)

alsoCelotex Corp. v. Catrett, 477 U.S. 317, 322-23 (1986). The moving party carries the burden

of proving that there is no genuine dispute respecting any material fact agiebbxtain
summary judgment by showing that little or no evidence may be found in support of the

nonmovingparty’'s case.Gallo v. Prudential Residenti8ervs, Ltd. P’ship, 22 F.3d 1219,

1223-24 (2d Cir. 1994). Once this burden is met, in order to avoid tlyeodistimmary
judgment, the nomaoving party “must come forward with specific facts showing that tiseme

genuine issue for trialLaBounty v. Coughlin, 137 F.3d 68, 73 (2d Cir. 1998). In reviewing the

record before it, “the court is requiraaresolve all ambiguities and draw all permissible factual

inferences in favor of the party against wheummary judgment is soughMcLee v. Chrysler

Corp., 109 F.3d 130, 134 (2d Cir. 1997).
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DISCUSSION
Breach of Contract
The first couterclaim alleges that plaintiff breached the confidentiality provisions of his
employment agreement with defendant by removing confidential and proprigtzrpation
from defendant, disclosing it to his new employer, using it for his new empdyemefit and
defendant’s detriment, and failing to return it to defendamt. Answer & Countercl. T 40.
Under New York law, “[t]he fundamental, neutral precept of contract intetjmnetia

that agreements are construed in accord with the parties’ intteng.'Delta Airlines 608 F.3d

139, 146 (2d Cir. 2010) (alteration in original) (quoting Greenfield v. Philles Records, Inc., 780

N.E.2d 166, 170 (N.Y. 2002)). Since the best evidence of the parties’ intent is the termsrset out
writing, “a written agreement that is complete, clear and unambiguous on itadatze

enforced according to the plain meaning of its teri@seenfield 780 N.E.2d at 170. The issue

of whether the contract language is ambiguous or clear is a matter of lawetebeided by the

court. Fed. Ins. Co. v. Am. Home Assurance Co., 639 F.3d 557, 568 (2d Cir. 2011).

Here, the contractual provision at isssi¢he confidentiality clause of plaintiffiglarch
26, 2011 employment agreementith defendant. The relevant section, which refers to plaintiff
as “Executive” and defendant as “Company,” provides as follows:

Executive shall not, without the prior writteonsent of the
Company, use, divulge, disclose or make accessible to any other
person, firm, partnership, corporation or other entity any
Confidential Information (as defined below) pertaining to the
business of the Company or any of its affiliates, pk@g while
employed by the Company, in the business of and for the benefit of
the Company, or (ii) when required to do so by a court of
competent jurisdiction, by any governmental agency having
supervisory authority over the business of the Companyy any
administrative body or legislative body (including a committee
thereof) with jurisdiction to order Executive to divulge, disclose or
make accessible such information.

11



Krinsky Aff., Ex. 1, at ECF 19. The agreement defines “Confidential Information” as “non-
public information concerning the financial data, strategic business plans, pdesiatipment
(or other proprietary product data), customer lists, marketing plans and other nian-publ
proprietary and confidential information of the Company or its affiliates . .ustomers.ld.

| find as a matter of law that defendant can prevail on a breach of contracoolgiby
proving that plaintiff used defendant’s confidential information or disclosed it to arshsn
or company. According to th@ain language of theonfidentiality provisionplaintiff shall not
“use, divulge, disclose or make accessible” the information. Mere possessiomtometé
defendant’s confidential information, without more, would not fall within the scope of this
clause since the contract unambiguously prohibits only use or disclosure.

Therefore, while the record reflects a dispute about whether plaatafhed files
containing defendant’s confidential information after he left Crownbrook, this dispuabt
material. There isimply no evidence that plaintiff used or disclosed defendant’s confidential
information which defendant would have to establish in order to succeed on a breach of contract
claim. Read in the light most favorable to defend#mt recordsuggeststhat Crownbrook lost
out on business opportunitiafter plaintiff left to workfor Dairy Conveyor, and Crownbrook’s
salespeopleeporedthat plaintiffwasattracting theiformercustomergo Dairy ConveyorY et
all this proves is that Crownbrook and Dairy Conveyor are competitors, which no one disputes.
Crownbrook cannot point to amyidencehatplaintiff attracted customers to Dairy Conveyor
by usingCrownbrook’s confidential information. Indeed, Krinsky ceded multiple times in his
deposition that hbas no direct evidence plaintiff's use or disclosuref Crownbrook’s
confidential information

Defendant insteadrgues that the court should rely on connections that can be drawn

12



“circumstantially”from the available evidence. Def.’s Mem. of Law in Opp’n to Pl.’s Mot. for
Summ. J. (“Opp’n), Dkt. #74, at Defendant@ssertghat the record establishes the following
triable issues of fact: (1) that plaintiff retained Crownbrook’s confidkeatd proprietary
information when he started work at Dairy Conveyor; (2) that plaintiff worked on jdbaigt
Conveyor on which he had previously worked at Crownbrook; (3) that plaintiff “had or knew
confidential and proprietary details of Defendant’s bids while he was agdsiry Conveyor
to bid against them”; and (4) that Crownbrook “lost bids totaling nearly $1 millionitg Da
Conveyor which Plaintiff had worked on while at Defendald.’at 8. Defendant argues that, in
the absence of direct evidence that pl#iosed or disclosed Crownbrook’s confidential
information, these propositions taken together should be sufficient to defeat a motion for
summary judgment

Yet defendant asks the court to make too great an inferentiabegndant relies on the
speculative argument that Crownbrook’s loss of business must have been due to plaintiféiffs use
its confidential informatiorto undercut its bids. This assertion is not only unsupported by any
evidence in the recottout is alsacontradicted by other evidendérst, Krinsky conceded that
Dairy Conveyor is bigger than Crownbrook, is older than Crownbrook, has “likely” installed
more equipment over time than Crownbrook, and “possibly” has technical experéta tjnan
Crownbrook Krinsky Dep.at 43. Therefore, Krinsky’s own testimony suggests other possible
reasons whygustomers may have chosen Dairy Conveyor over Crownbrook. Second, the
testimony of Freudenberg, the president of Dairy Conveyor, rebuts the contbatiptaintiff

used Crownbrook’s confidential documents in his work for his new employer. Freudenberg

% Defendant’s brief also asserts that plaintiff's retention of the laptopn“end of itself, a violation of the
confidentiality clause.” Opp’'n 7. Defdant offers no support for this assertion, and the plain language of the
confidentiality clause provides no basis to conclude that retaining ttog Japthout more, would constitute a
breach of the employment agreement.

13



testified that plaintiff used Dairy Conveyor’s proprietary pricing progragenerate bids for
customers and would not have authority to changeribe generated by the prograkor all of
the sgecific projects that Krinsky cited in his affidavit as projects that Crowotblast to Dairy
Conveyor, Freudenberg described plaintiff's role in the bidding process anchexipiest
plaintiff used Dairy Conveyor’'s own drawings and pricing program.

Deferdant’s unsubstantiated allegations that plaintiff used and disclosed Crownbrook’s
confidential information are insufficient to create a triable issue ofdapgcially where the
record provides ample evidence to rebut defendant’s allegations. Sinceaitefean only
succeed on a breach of contract claim by proving that plaintiff used or disclasedd@ook’s
confidential information, and since defendant cannot point to any evidence in theafecord
plaintiff's use or disclosure of such informatiguaintiff is entitled tosummary judgment

dismissing this counterclaim.

. Misappropriation of Trade Secrets and Confidential Business Informatio

The second counterclaim alleges that plaintiff misappropriated defenttadgssecrets
and confidential business information¢limding customer lists, supplier lists, pricing
information, and financial information, and is improperly ugimg informationfor his own
commercial benefitAm. Answer & Countercl. 9 44-46.

To state a claim for misappropriation of trade secrets under New York lergddat
must demonstratél) that it possessed a trade secret, and (2) peaibfiff] used that trade
secret in breach of an agreement, confidential relationship or duty, or adt afrdsscovery by

improper means.Faiveley TranspMalmo AB v. Wabtec Corp., 559 F.3d 110, 117 (2d Cir.

2009) (quoting N. Atl. Instruments, Inc. v. Haber, 188 F.3d 38, 43-44 (2d Cir.)189%de
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secret is “any formula, pattern, devicecompilation of information which is used in one’s
business, and which gives him an opportunity to obtain an advantage over competitors who do

not know or use it.” Softel, Inc. v. Dragon M&&d Scienific Commcns, Inc., 118 F.3d 955, 968

(2d Cir. 1997) (quoting Restatement of Torts § 757 cmt. b, at 5 (1939)).

The parties have not addressdtkther the documents that plaintiff allegeditained
from Crownbrook constitute trade secrets. Courts applying New York law have hdlaetiygpe
of information at issue here, including customer lists and pricing information, qaoteeted

trade secrets. Sé¢é Atl. Instruments188 F.3d at 46 (information regarding a company’s client

contacts constitutes a protected trade secret if “it wouttifbeult to duplicate a customer list

because it reflected individual customer preferenc&U);S.A. Corp. v. Ecogloves, Inc., No. 05

CIV. 9988(SCR), 2006 WL 3302841, at *3 (S.D.N.Y. Jan. 31, 2006) (holding that a company’s

“cost structures and biddingformation” are a trade secrefJnisource Worldwide, Inc. v.

Valenti, 196 F. Supp. 2d 269, 278 (E.D.N.Y. 2002) (“[K]nowledge of a customer’s needs and
specifications and the prices charged to that customer are considered confidential

However, even if defendant cougdtisfy the first prong of a misapgation of trade
secrets clainby showing that the documents at issue contained trade secrets, defendant must still
satisfy the second prong and demonstrate that plaintiff used that informatioadn dfan
agreement or dutyourts in this Circuit have allowed claims for misappropriation of trade
secrets to go forward where companies éadence that a former employee used or disclosed

trade secretdn North Atlantic Instruments v. Haber, a priat@f confidential client information

from Haber’s former employer was found in his new employer’s files, abdrHed been
“calling the client contacts he had used and developed while at [his former erhploy@sking

that they leave [his former empler} to do business with [his new employer].” 188 F.3d at 42.

15



The Second Circuit upheld a preliminary injunction against Haber prohibiting him frog usin
the client information, noting the “unrefuted evidence that Haber pramtddisednformation”

from his former employer’s client databakk.at 47 (emphasis addedge alsdPoller v.

Bioscrip, Inc, No. 11 Civ. 1675(JPO), 2013 WL 5354753, at *18 (S.D.N.Y. Sept. 25, 2013)
(denying summary judgment on misappropoiatof trade secrets claim becatte record does
suggest that Poller intended to utilize the information to some extent in her neyCagieher
new employer).

Here,as discussed above, defendant can point to no evidence in the record tbagthow
plaintiff usedor disclosed Crownbrook’s confidential information. Moreover, plaintiff submitted
an affidavit denying that he used Crownbrook’s information at his new job, and theeptesi
Dairy Conveyottestified that plaintifidid not useCrowrbrook’s confidential information to
generate price quotes for customers. Ccuatsegranted summary judgment dismissing
misappropriation of trade secret claimisere, as here, a company has no evidence that a former

employee used its confidential infornwat. For example, in Delville v. Firmenich, Inc., 920 F.

Supp. 2d 446 (S.D.N.Y. 2013), a perfume company asserted that a former employeeédestroy
and discarded perfume samples and removed paper files containing perfume finonulas
office.” Id. at 465. The court granted summary judgmeisimissingthe company’s
misappropriation of trade secrets clafinding that,even if the company could prove the former
employee took the formulas, the company “admittedly profferegvidence” that the former
empoyee used its confidential or proprietary information to solicit clients or benefiehv

employer.Id. at 470;see alsdndotronix Int'l Corp. v. Ayyala, 888 N.Y.S.2d 170, 171 (App Div.

2009) granting summary judgment whexmployee submitted evidence demonstrating he did

not disclose any confidential or proprietary information and company’s “ursiiaséed
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assertions and speculation submitted . . . in opposition were insufficient to ragddeaissue of

fact”); Manculich v.Dependable Auto Sales & Serinc., 833 N.Y.S.2d 767, 768 (App. Div.

2007) granting summary judgment whexmployee and her new emplogeibmitted affidavits
asserting that she never useinpany’s confidential customer lists and business siestéy
generate business for her new emplhyer

Accordingly, plaintiff is entitled to summary judgment dismissing this counterclaim.

lIl . Breach of Fiduciary Duty
The third counterclaim alleges that plaintiff owed a fiduciary duty to Crownbrook as a
former member, officer, and employee, and that plaintiff breached this figultiar by
“stealing . . . and using” Crownbrook’s confidential information for the financiadtiteof
plaintiff and his new employer, Dairy Convey&m. Answer & Countercl. 1 49-50.
“Under New York law, an employee owes a duty of good faith and loyalty to his

employer.”Design Strategies, Inc. v. Davis, 384 F. Supp. 2d 649, 659 (S.D.N.Y. 2005),

469 F.3d 284 (2d Cir. 2006)). The employee’s fiduciary duty to the emplmagy tontinue

after termination of the employment relationshifath. Fed Grp., Ltd. v. Rothenberg, 136 F.3d

897, 914 (2d Cir. 1998). “Such a continuing duty may, in appropriate circumstances, include the
specific duty not to divert business in wiia former employer has the requisite tangible
expectancy, and the duty not to exploit to the former employer’s detrimentspdoifmation
obtained during the employment that was either technically confidential orabatwailable to

the fiduciary oty because of the employmentd. (internal citatiorandquotation marks
omitted).Moreover, the Second Circuit has suggested that soliciting a former employer’s

customers using information that was taken or copied frorfotheer employercould constitute
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“an egregious breach of trust and confidence.Alll. Instruments 188 F.3d at 47 (quotingeo

Silfen, Inc. v. Cream, 278 N.E.2d 636, 639 (N.Y. 1972)).

Even assuming thataintiff owes a continuing duty to Crownbroak a former
employee, there is no evidence that he breached this duty. For the reasonsddadmmase
defendant cannot point to evidence that plaintiff used confidential information geoned f
Crownbrook in order tsolicit customers$or Dairy Conveyoilandharm his former employer’s
businessTherefore, plaintiff is entitled to summary judgment dismissing this counteraien.

Delville, 920 F. Supp. 2d at 47granting summary judgment dismissing breach of fiduciary

duty claimasduplicative of other claimand based on lack of evidence that former employee

used company’s documents to enrich himself and his new employer).

IV.  Conversion

The fourth counterclaim alleges that plaintiff “intentionally and without authorit
exercised control over confidential and proprietary information belonging to Crownbrdok a
wrongfully interfered with Crownbrook’s right of possession by taking (and natiag despite
a request to do so) the confidential and proprietary information” from defendamop.lam.
Answer & Countercl. 1 55. Defendant alleges that plaintiff's “intentional taking ofdneputer
for his own benefit, thereby depriving Crownbrook of the use of the confidential and fagprie
information on that computer, constitutes a conversion of Crownbraek&gss.'ld. 1 56.

To establish a claim of conversion, defendant “must show legal ownership or an
immediate superior right of possession to a specific identifiable thing artdshaye that
[plaintiff] exercised an unauthorized dominion over the thing in question . . . to the erabfisi

[defendant’s] rights.” Berman v. Sugo LLC, 580 F. Supp. 2d 191, 206 (S.D.N.Y. 2008) (quoting
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Fiorenti v. Cent. Emergency Physicians, PLLC, 762 N.Y.S.2d 402 (App. Div. 20G&8))York

law does not recognize a claim fomeersion of intangible property, so a claim cannot succeed
for conversion of “good will or any intangible assets.”Yet electronic records that are stored
on a computer and “indistinguishable from printed documents” can form the basis of a

conversion @im. Thyroff v. Nationwide Mut. Ins. Co., 864 N.E.2d 1272, 1278 (N.Y. 2007).

Here,defendant does not appear to be asserting a claim for conversion of the laftop itse
Instead, the counterclaim asserts that plaintiff converted Crownbrook’sdeotifil and
proprietary information” from the laptop. While defendant cannot bring a convetaion c
regarding intangible property, defendant could assert a claim regardietgttronic files that
plaintiff allegedly copied from the laptop. However, defendait$ to establisthow plaintiff's
copying of those files, even if proven, would interfere with defendant’s possegdhefiles.
Defendant has nowhere alleged, and the record nowhere suggests, that plaintd re
defendant’s sole copy of thides. Instead, the counterclaims assert that plaintiff made a copy of
the files for himself and used the files at his new job, but such copying and use would not
deprive defendant of the use of the filEserefore, since defendant cannot establish an essential
element of a conversion claim, plaintiff is entitled to summary judgment dismissing this

counterclaim, SePure Power Boot Camp, Inc. v. Warrior Fitness Boot Camp LLC, 813 F. Supp.

2d 489, 536 (S.D.N.Y. 2011) (dismissing conversion claim against former employee who
accessed company’s client list and downloaded it onto thumb drive because he “possessed only
copy of the client list and did not, in any way, limit or otherwise deprive [the aoyhp&

possession or use of that li3t.£f. Madden v. Create Serg. Inc., 872 F. Supp. 1205, 1210

(W.D.N.Y. 1993) (dismissing conversion claim where defendants allegedly read and

photographed documents from plaintiffs’ attorney’s office because “[d]efendantsl.natding
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to deprive plaintiff of their righto possess their documents, which were in [the attorney’s] office

at all times.”)

V. Unfair Competition

Finally, the fifth counterclaim alleges that plaintiff acted in bad faith by using
confidential and proprietary business information that he stole from defendant, tathdstha
misappropriation of defendant’s trade secrets constitutes unfair comp&imoAnswer &
Countercl. 11 60-61.

“The central principle underlying a claim for unfair competition under Nevk Yaw is
that one may not misappropriate the results of the labor, skill, and expenditures of another.”

LinkCo., Inc. v. Fujitsu, Ltd., 230 F. Supp. 2d 492, 500 (S.D.N.Y. 206&thg Saratoga Vichy

Spring Co., Inc. v. Lehman, 625 F.2d 1037, 1044 (2d Cir. 1980)). Defendant must prove that

plaintiff “misappropriated the fruit of [defendant’s] labors and expenditures binoigaccess
to [defendant’s] business idea either through fraud or deception, or an abuse ofayfioluci

confidential relationship.Telecomint'l Am., Ltd. v. AT&T Corp., 280 F.3d 175, 197 (2d Cir.

2001).While New York’s law of unfair competition is a “broad and flexible docttinestill
requires “he allegation of facts that, if true, would constitute misugdefendant’s] property.”

Dow Jones & Co., Inc. v. Int'l SeExch, Inc, 451 F.3d 295, 302 n.8 (2d Cir. 20@Biternal

guotation marks omitted)fl] t is well established that, wieean unfair competition claim and a
misappropriation claim arise from the same factual predicate . . . the two ceneraly rise or

fall together.” Faiveley TranspJSA, Inc. v. Wabtec Corp., No. 10 Civ. 4062(JSR), 2011 WL

1899730at *9 (S.D.N.Y. May 13, 2011) (internal quotation madkaitted).

In this case, where defendant’s claim for misappropriation of trade secstbenu
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dismissed due to a lack of evidence that plaintiff used Crownbrook’s confidenbiathatfon,

defendant’s unfair competition claim must likewise fail for the same re§saelville, 920 F.

Supp. 2d at 471gfanting summary judgment dismissing unfair competition clairare record

showedno evidence that employee misused companypey in a competitive settihg

VI. Defendant’s Request for Additional Discovery

Defendant argues that,fbee deciding the motion for summary judgment, the court
should permit defendant to conduct discovery of customers who gave their business to Dairy
Conveyor rather than Crownbrook. Defendant seeks to conduct this discovery “to determine the
extent of plaitiff's involvement in gaining their business for Dairy Conveyor, to what extent
Defendant would have been awarded the business absent Plaintiff's conduct and, most
importantly, to find out what, if any, information was used by Plaintiff or tramsdio he
customer in the course of their communications.” Opp’n 9.

The court has already addressed this discovery request. On September 25, 2013,
defendant brought a motion before the Honorable Steven M. Gold, United Statesatagistr
Judge, to conduct third party discovery of plaintiff's new employer and of $@felafendant’s
former customerdkt. #56. At a conference on September 30, 2013, Judge Gold permitted a
limited deposition of Dairy Conveyor’s president but ruled there was not a good fsightdoa
permit thirdparty discovery of defendant’s former customers. Dkt. #58. Judge Gold gave
defendant the opportunity to renew the request to expand the discovery to formeecsugtam
good faith basis emerged from the deposition of Dairy Conveyor’s prasidefendant
conducted the deposition of Freudenberg on December 12, 2013, but did not renew the request to

Judge Gold. Nor did defendant appeal Judge Gold’s discovery order.
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Instead, on December 30, 3013, after plaintiff sought leave to bring a mation f
summary judgment, defendant asked this court to allow discovery of its former etstarki.
#70. In an order on January 10, 2014, | denied the request, finding no reason to alter Judge
Gold’s ruling. Dkt. #71. | found that defendant had failed to show that Crownbrook’s former
customers would have relevant information on how Dairy Conveyor acquired their business
Therefore, | found that any speculative benefits of the requested discovedynebolutweigh
the significant burden on the third party customers and on plaintiff’'s ongoing business
relationship with these customers.

Nothing in the record alters this conclusion. Plaimtitially broughtthis case over two
years ago, and defendant has had ample time to conduct discovery, including depositions of
plaintiff and of his current employer. Nothing in Freudenberg’s deposition provglesdsfaith
basis to expand discovery to Crownbrook’s former customers. Accordingly, the reguest

additional discovery is denied.

CONCLUSION
For the foregoing reasons, plaintiff's motifmm summary judgment is grantadd
defendant’s counterclaims are dismissed. Pursuant to the court’s prior orderl Gl0ARA13,

the court directs entry of judgment for plaintiff in the underlying action.

SO ORDERED.

_Isl

Allyne R. Ross

United States District Judge
Dated: May 15, 2014

Brooklyn, New York
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