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UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF NEW YORK

VALVETECH, INC.,
Plaintiff, Case # 1LCV-6788FPG
DECISION AND ORDER
AEROJET ROCKETDYNE, INC.,

Defendant.

INTRODUCTION

On September 28, 2018, the Court entered a Decision anddsoessing several claims
from Plaintiff ValveTech, Inc.’s ComplairggainsiDefendant Aerojet Rocketdyne, INECF No.
25. By Stipulation and Order, therpas later agreed that ValveTech would file an Amended
Complaint, which it did on January 4, 2019. ECF Nos. 46-48.

The Amended Complaint contains six claimse forbreach of contractwo for trade
secret misappropriatiofone under federalaw and one underCalifornia law), two for unfair
competition(one under California common law and one un@atifornia statutory lay and
replevin® ECF No. 48.

Aerojet now moves to dismisthefirst through fifth claims othe Amended Complaint
pursuant to Federal Rule of Civil Procedure 12(b)(6)tarsgal ismemorandum offaw in support

of themotion? ECF Nos. 49, 51.

LIn its prior Decision and Order, the Court determined that Californiafmlies to all of ValveTech’s claims except
its replevin claim, to which New York law appliesnd that its replevin claim was properly pled andsudject to
dismissal ECF No. 25 at-8, 13

2ValveTech does not oppose the motion to seal; many documents have beeimsbaEedse because they relate to
ValveTech'’s proprietary information.
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For the reasons that follow, the Motion to DismsS&RANTED IN PART and DENIED

IN PART andthe Motion to Seals GRANTED.
BACKGROUND

ValveTechengineers, designs, develops, and manufactures valves fan aseospace
manufacturing.ECF No. 48 120. In 2013, ValveTech contractedth Aerojetto test, integrate,
analyze, and manufacture valfes Aerojet’s use iran Orbital Maneuver and Control Program
Id. 9 21.

As part of their business relationship, the pasiescutedwo non-disclosure agreements
(NDAs)—one on August 31, 2011 and one on May 17, 26itiV which they agreed that all
proprietary information ValveTech provided to Aerojet would remain ValveTqumogerty and
would be returned to it or destroyed at its requdgdt.| 23-24. Aerojet also agreed not to use
ValveTech’s proprietary information for any other business purpose and that it wostdaddhe
internal valve designid. T 25. The NDAswere createtb facilitate discussion between the parties
regarding ValveTech'’s valwdevelopment processSee id 23.

Under gourchase ordezxecuted in 2013, ValveTech was to provide the valves to Agrojet
but Aerojet did not purchas&alveTech’s proprietary informatiolr a license to use &
information See idf 29-35. ValveTech eventuallgaveAerojetthe valves and related testing
results. See id.f 36. In response, Aerojehformed ValveTech on July 17, 2017, that it was
terminating the business relationship and would develop the requisite valves interSaéyd.
140.

ValveTech thusaskedAerojetto returnits proprietary information.See id 44. Aerojet
refused, used ValveTech’s proprietary informationd&velopits own valves, and shared the

information with third partiesSee idf 44-50. Thidawsuit followed.



LEGAL STANDARD

A complaint survive a motion to dismiss und@&ule 12(b)(6) when itstates a plausible
claim for relief. Ashcroft v. Igbgl556 U.S. 662, 678€2009)(citing Bell Atl. Corp. v. Twombly
550 U.S. 544, 5556 (2007)). A claim for reliefis plausible wherthe plaintiff pleads sufficient
facts that allowa courtto draw reasonable inferences that the defendant is liable for the alleged
conduct. Igbal, 556U.S.at678.

In considering the plausibility of a clairthe caurt acceps factual allegations as true and
draws all reasonable inferences in the plaintiff's faveaber v. Metro. Life Ins. Cp648 F.3d 98,
104 (2d Cir. 2011) At the same timethe court does not hate accord “[llegal conclusions,
deductions, or opinions couched as factual allegations . . . a presumption of truthfulness.”
NYSE Specialists Sec. Liti§03 F.3d 89, 95 (2d Cir. 2007) (quotation marks omitted).

When deciding a Rule 12(b)(6) motion, a court ordinarily may not rely on matters outside
the complaint unless it treats the motion as one for summary judgment under Rk giGes
the parties a reasonable opportunity to present relevant evitiésme.R. Civ. P. 12(d). However,
“the complaint is deemed to include any written instrument attached to it as an exhibit or any
statements or documents incorporated in it by referenEgen where a document is not
incorporated by reference, the court may nevertheless consider it where thlaicbnelies
heavily upon its terms and effect, which renders the document ‘integral’ to the aariplai
Chambers v. Time Warner, In@282 F.3d 147, 1583 (2d Cir. 2002) (quotation marks and

citations omitted).

3 ValveTech attached numerous exhibits to its Amer@ethplaint, including the purchase order and NDAs that
Aerojet allegedly breached.



DISCUSSION

First Claim: Breach of Contract

ValveTech alleges that Aerojet breached three agreenteat2013 purchase order and
the 2011 and 2017 NDAsTo state a breach of contract claim under California laplaintiff
must plead the contract, plaintiffperformance (or excuse for nonperformance), defetglant
breach, and damage to plaintiff therefron.dw v. Linkedin Corp.900 F. Supp. 2d 1010, 1028
(N.D. Cal. 2012)citation omitted) As to damagesa plaintiff “must establish appreciable and
actual damage . Nominal damages, speculative harm, or threat of future harm do not suffice to
show legally cognizable injury.1d. (quotation marks ancitations omittedl

The partiesexpendan inordinate amount dadffort briefing this claimand deling into
issues thagjo beyondhe motion to dismisstandard.ValveTech’s breach of contract claim il
for a simple reason: it has naed actual damages resulting from Aerojet’s alleged breach of any
of the three agreements. Instead, it generally edléigat it “has been damaged, and continues to
be damaged in an amount to be determined at trial.” ECF N§.88B As discussed above,
California law requires a plaintiff to plead appreciable and actual damasjeoto a legiy
cognizable injury—YalveTech has not done so here.

In an attempt to save this claim, ValveTech points to the following allegations of the
Amended Complaint:

e that Aerojet’s actions jeopardize the viability of its family business and the
livelihood of its employeesd. 1 18;

e that it “bore the cost and risks associated with the valves” and developed
them “using solely ValveTech fundsd. {21-22;

e that Aerojet did not pay to purchase or license ValveTech’s proprietary
information,id. 145, 49; and



e that its trade secretand proprietary information “derive independent
economic value from not being generally known, and not being readily
ascertainable through proper meand,’f 53.

But these allegations amerely speculativer contemplate dhreat of future harrmmoreover
ValveTech does not allege how theemfrom Aerojet’s alleged breach of any of the three
agreements.

ValveTech also argues that, becatimeAmended Complaimbcludesthe purchase order
it “would have been paid under” but for Aerojet’s breach, the Amended Complaint identifies
money that ValveTech did not receive. ECF No. 56 at 11. In making this assertiosl &adv
does not point to any specific portion of the purchase order or cite a monetary figtireve® if
it had, ValveTeclstill has notllegedactual damage as a result of Aerojet’s actions.

ValveTech also points to the conclusion of its Amended Complaint, which seeks an
accounting for all profits Aerojeibtained due to its breach of the agreements and a return of that
money to ValveTech. ECF No. 56 at 11; ECF No. 48 atR%t any such figures are entirely
speculative and do not amount to an allegation of actual damages.

Accordingly, because ValveTedias not pled actual damage resulting from Aerojet’s
alleged breach of amgontract, Aerojet’s motioto dismissas to ValveTech’s breach of contract
claim is GRANTED andhat claim isDISMISSED.

. Second and Third Claims: Trade Secret Misappropriation

ValveTech’s second and third claims are for trade secret misappropriatioimgs one
claim under the Defend Trade Secrets ADITSA”), 18 U.S.C8 1839 et seg.andoneunder the
California Uniform Trade Secrets ACCUTSA”), Cal. Civ. Code § 3426.#&f seq.

The elements of a misappropriation of trade secrets claim ybde3A] and

[CUTSA are essentially the samender either statute, the owner of “information”
that the owner has made “reasonable” efforts to keep secret and which derives



independat economic value from not being generally knowatteer persons, must
show the defendant’s wrongful acquisition, disclosure, or use thereof.

Becton, Dickinson & Co. v. Cytek Biosciences,|No. 18CV-00933MMC, 2018 WL 2298500,
at *2 (N.D. Cal. May21, 2018)quotation marks, alterations, and citations omitted).

To plead such a claiaplaintiff need not spell out the details of the trade secret on which
its claim is basetl but the plaintiff nonetheless has ‘escribe the subject matter of thrade
secret with sufficient particularity to separate it from matters of generall&dge in the trade or
of special knowledge of those persons skilled in the tradeat *3 (quotation marks and citations
omitted.

The Court finds that ValveTech hadficiently pled the requisite facts to state a claim for
trade secret misappropriation under federal and California Specifically, ValveTeclalleges
that its trade secrets “consist of its unique and innovative concepts and desppwsalfysvalves
for use in rocket enginesind that it derives independent economic value from those secrets not
being generally known. ECF No. 4§53, 88, 98, 113, 123.

ValveTech describes its alleged trade secretgeater detail in a separate Trade Secret
Disclosure statement that it filed under seal and incorporated into its Amendeda®@orbp
reference’ As an exhibit to that statement, ValveTectaeled a list of numerous documeints
Aerojets possessiothat allegedly contain ValveTech’s trade secret information.

Among other things, he four-page Trade Secret Disclosure statemesgecifically
describes the valve and refers to its design emdfiguration process, unique poppet valve

configuration, and unique sealing techniduén the attached exhibit, ValveTech provide33a

4 Although ValveTech submitted the Trade Secret Disclosure statement fed §iBad, it appears that it was never
entered on the docket. Accordingly, the Court will ditkée Clerk of Court to file this document under seal.

5 The Courtdoesnot quote or otherwise describe the items set forth in the Trade SealesDisstatemenso as to
maintain the confidentiality of that information



pagelist of documentshat Aerojet has with ValveTech’s trade secret information and describes
each file by providig its name, a description of its contents, and the date and time it was last
modified

Aerojet vigorously contends that ValveTech has not suffiligdentified its purported
trade secretshowever, based on all of the abptiee Court finds that ValveTlachasallege its
trade secrets with sufficient particularity such tAatojetcan “ascertain at least the boundaries
within which the secret lies.Alta Devices, Inc. v. LG Elecs., In843 F. Supp. 3d 868, 881 (N.D.
Cal. 2018)citation omitteql.

ValveTech also alleges that it made reasonable efforts to keep the above infosetbn
It assertsthat is NDA with Aerojet prohibited the releasd# ValveTech’s designs and other
proprietary information required Aerojet to return such information to ValveTech upon
termination of their relationshigndenabledvalveTechto shareinformation with Aerojet related
to its valve design, development, engineering, and analysis. ECF N% £8 30, 35, 97, 99
122, 124 ValveTech also alleges that it “repeatedly insisted” that Aerojet maintain the
confidentiality of the informationtilearned through their business relationsHib. ff 100, 125.
Moreover, b maintainthe secrecy of its valve desigialveTech welded the outer cover of the
valvesbefore giving them to Aerojdb hidetheinternal desigrand marked related records with
confidential and/or proprietary stampsl. 1 33-34.

Based on all of theteps takenthe Court finds tha¥alveTech madeeasonableffortsto
maintainthe secrecyf its trade secretsSee, e.gBal Seal Entp, Inc. v. Nelson Prod., IndNo.
813CV01880JLSKESX, 2018 WL 4697255, at *6 (C.D. Cal. Aug. 3, 20d8jing that the
combination of the proprietary stamp, the terms of conditions of sale, ane&tbENISAS in most

cases could lead a reasonable factfinder to conclud@hkatlaintiff] took reasonable efforts to



maintain thesecrecy of the documents'@Gatan, Inc. v. Nion CpNo. 15CV-01862PJH, 2017
WL 1196819, at *6 (N.D. Cal. Mar. 31, 2017) (finding misappropriaatiagationssufficient
where the plaintiff alleged that it had an NDA witie defendantvho had a duty to maintain
confidentiality of the trade secrets, yet the defendant “built upon or modifiedtdde secrets to
developits own technology).

Finally, ValveTechadequately plederojet’s wrongful acquisition disclosurepr useof
its trade secrets.ValveTech alleges that, after Aerojet terminated the relationship and told
ValveTech 1 would designthe valve internallyValveTech asked Aerojet to return its proprietary
information in accordance with the terms of the purchase order and NDAs. ECF¥o4@84.
Among other thingsyalveTech asked Aerojet to retutschematics, research and development
information, sketches, prototypes, data, exemplars, designs, drawings, aittarigformation
that was treated or designated as proprietary in accordance with the NDA.44. But Aerojet
refused to return thatformation

ValveTech alleges that, as a resut, least one Aerojet employee had access to
ValveTech’s trade secrets work ontheindependent valve design; Aerojet maintained and used
ValveTech’s trade secrets at least five months beyond the teionird their contract; Aerojet
continues to use the trade secrets to develop its own valve; and Aerojet has sharedrares cont
to share its trade secrets witlirdghparties. I1d. §47-50.

Aerojet asserts that ValveTech has rwbperly alleged its wrongful acquisition
disclosure,or useof any trade secretbut ValveTech is not required t@léad exactlyy how
Aerojetimproperly obtained or used the alleged trade secfettodesk, Inc. v. ZWCAD Software
Co.,, No. 5:14CV-01409EJD, 2015 WL 2265479, at *6 (N.D. Cal. May 13, 20{&)otation

marks, alterations, and citation omitted). Because there has been no discovéryvgeld be



unreasonable to requir®alveTechto demonstrate “the precise ways” that Aerojet may have used
its trade secretsince Aerojet is the only one who has that information at this tichg(citation
omitted).

Accordingly, for all the reasons statéke Court DENIES Aerojet’s motioio dismissas
to ValveTech’s trade secret misappropriation claims.
[I1.  Fourth and Fifth Claims: Unfair Competition

ValveTech’s fourth and fifth claims are for unfammpetition it brings one claim under
California common law and one undgatutory lawCal. Bus. & ProfCode§ 17200. The Court
previously dismissed these clailmscause it found them to be based on the same nucleus of facts
as ValveTech’s trade secret misappropriation claims and therefore preempted 8A.CThe
Court makes the same finding with respect to the claims set forth in the Amended i@ompla

“CUTSA ocapies the field of common law claims based on the misappropriation of a trade
secret and preempts alternative civil remedies based on trade secret misapprdpdat-En
Enter. v. Lin No. CV 122734 PSG (SSX), 2012 WL 12886499, at *4 (C.D. Cal. Ott2012)
(quotation marks and citation omitted)lo overcome CUTS’ supersessive effect, a claim must
be based on more than the same nucleus of facts as the misappropriaticasddrats claim for
relief. However, a claim based on the same nucleus of facts as the trade secret claim camnot escap
preemption merely because it alleges new facts, different damages, or a ditfiexanyt of
liability.” Id. (quotation marks, alterations, and citations omitted).

Here, ValveTech attempts to save these claimetying that Aerojet deceived customers
by “passing off” ValveTech’s design as its own independent design. ECF No. 5@t But
these new facts and different theory of liability do not change thelbamis of ValveTech’s

allegations: that Aerojet is harming ValveTech by using and refusing tanretudestroy



ValveTech’s proprietary informationSpecifically, in support of its unfair competition claims,
ValveTech alleges that Aerojet unlawfully usési proprietary information to create a variant or
derivative of ValveTech’'salve ECF No. 48[ 135,137,143. Similarly, in support of its trade
secret misappropriation claims, ValveTech alleges that Aerojet had “nis tighderive any
technology using ValveTech’s confidential information” and that it has used thdsesterets to
damage ValveTech armghin a competitive advantaghd. 19101, 103, 105, 126, 128, 130.

ValveTechalsoalleges that one of Aerojet’'s employees had access to Valve Teaudes
secretsand worked on Aerojet’'s independent desidd. 1 47. It further contends that Aerojet
continues to use its proprietary information to develop its independent deki§f9. Thus, the
allegationthat Aerojet copied and then passed off ValveTech’s design as its own nigcessar
depends on Aerojet’'s misuse of ValveTectiade secretsand therefore CUTSA preempts its
unfair competition claimsJunEn Enter, 2012 WL 12886499, at *& To the extenDefendants
used proprietary information that Plaintiffs have identified as trade sdoreligert customers
away from Plaintiffs, Plaintiffscommon law claim(s including unfair competition gre based on
the same nucleus of facts as Plaintiffeade secret misappropriation claim and are, thus,
superseded by CUTSA.

Accordingly, for the reasons statekkrojet’s motionto dismissas to ValveTech’s unfair
competition claims is GRANTED and those claims are DISMISSED.

CONCLUSION

Aerojet’s Motion to Dismiss (ECF No51) is GRANTED IN PART and DENIED IN
PART andits Motion to Seal (ECF No49) is GRANTED. The Clerk of Court will file the
unredacted version of Aerojet's memorandum of law in support of its Motion to Dismiss and

ValveTech's Trade Secret Disclosure statement under seal.

10



The following claims remain in this cag&) trade secret misappropriation unéeeral
law; (2) trade secret misappropriation under California law; and (3) repl&¥imther claims are
DISMISSED.

IT 1S SOORDERED.

Dated: Septembe6, 2019 ﬁﬂ O
RochesterNew Yok S s
FRANK Eﬁ\i‘l, JR.
ref Judge

United States District Court
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