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Protecting Trade Secrets
The Current Landscape for Non-Competes
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Follow Us
Blog: bassberrylabortalk.com           @BassBerryLabor

Overview

There has been a growing effort to limit 

and/or narrow non-compete agreements, 

both nationally and on the state level.

Growth of Non-compete Use

Recent Statistics Suggest that nearly 1 out of 

every 5 workers is covered by a non-compete 

agreement.

Nearly 1 out of every 3 workers reports having 

worked under a non-compete agreement during 

his/her career.

Naturally, with so many workers subject to non-

competes, the result has been increased 

litigation.
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Why the Increased Usage?

Goals of Employers Include:

► Protecting trade secrets

► Protecting specific resources

► Limiting loss of worker knowledge/skills

► Preventing competitors from relying on their 

investments

Case Study: Jimmy John’s

Jimmy John’s required ALL employees to sign a 

non-compete agreement as a condition of 

employment.

The non-compete agreements prohibited 

employees for 2 years from:

► working in any business that earns more than 10 

percent of its revenue from selling “submarine, hero-

type, deli-style, pita, and/or wrapped or rolled 

sandwiches”

► if the sandwich business was located within 3 miles of 

a Jimmy John’s.

Case Study: Jimmy John’s

Result

► The Illinois Attorney General filed a lawsuit  under 

Illinois Consumer Fraud and Deceptive Business 

Practices Act. 

► The New York Attorney General began an 

investigation in 2014 which recently concluded with a 

settlement agreement in which Jimmy John’s agreed 

to discontinue providing such agreements to 

franchisees and to notify franchisees that the New 

York Attorney General regards such agreements as 

illegal. 
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Case Study: Jimmy John’s

Result

► Jimmy John’s will be required to void all such 

non-compete agreements (even if some may 

have been valid).

An Outlier Case?

Other Examples

► Camp Bow Wow

- A doggy day care franchise with in-home pet-sitting 

services) has allegedly subjected its employees to non-

compete agreements to protect alleged trade secrets.

► Law360

- Legal news media company required all its editorial 

employees to sign 1 year non-competes

- NY Attorney General issued the following statement:

- “Unless an individual has highly unique skills or access to trade 

secrets, non-compete clauses have no place in a worker’s 

employment contract.”

Other Examples

Examination Management Services, Inc.
► Texas-based medical information services provider 

required New York based employees to sign non-
competes for 9 months and a 50-mile radius

► Former employee was a Phlebotomist who got a job 
with a clinical laboratory offering better hours and 
higher pay, but the offer was rescinded when the 
company learned of the non-compete agreement with 
EMSI

► NY AG said, “[r]estricting rank-and-file workers from 
being able to find other jobs is unjust and 
inappropriate”

9
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Media and Legislative Outrage

U.S. Treasury Department Report

► In March 2016, the U.S. Treasury Department 
published a report that found that non-compete 
agreements cause various harms to worker welfare, 
job mobility, business dynamics, and economic 
growth.

► Problems with Non-compete Agreements
- Employers are not transparent about their use, and workers may not 

realize they are signing a non-compete or its implications

- Only around 24% of workers report actually possessing trade 
secrets

- States vary greatly in the manner and degree to which they enforce 
non-compete agreements

Media and Legislative Outrage

U.S. Treasury Department Report

► Office of Economic Policy Recommendations

- Increase transparency in the offering of non-competes

- Encourage employers to use enforceable non-compete 

contracts

- Require that firms provide “consideration” to workers 

bound by non-compete contracts in exchange for both 

signing and abiding by non-compete agreements

11

Media and Legislative Outrage

White House Report
► In May 2016, the White House issued a similar report.

► According to the White House report, non-compete 
agreements can:

1. reduce workers’ abilities to change jobs

2. reduce workers’ abilities to negotiate for higher wages

3. increase unemployment

4. prevent employees from starting new companies (that may hire 
other workers)

5. stifle innovation which impacts economic growth

6. restrict consumer choice

► Report states that the White House intends to 
continue to discuss the issues of implementing and 
enforcing non-competes, and will put forward a set of 
best practices and call to action for state reform.
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Contract v. Public Policy:

States React

Protectable Interest

Protection of Certain Vocations

Notice

Consideration

Geographic/Temporal Scope

Blue Pencil 

Impact of Termination

PROTECTABLE INTEREST

14

Workers Who are Unlikely to Engage 

in Unfair Competition 

► Oregon has passed a law restricting non-

competes for those under a certain income

► New Jersey and Maryland have proposed bills 

to render non-competes unenforceable for 

any workers eligible to receive unemployment 

compensation

► Idaho statute restricts non-competes to “key 

employees”

► Illinois legislature reacts to Jimmy John’s

15
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PROTECTION OF SPECIFIC 

VOCATIONS

16

Physicians

► Several states including  CO, DE, RI, and MA 

exempt physicians from being bound by non-

compete agreements

► Other States Limit Restrictions

- Tennessee

- Texas

- Connecticut

17

Health Care Practitioners

► New Mexico recently barred the enforcement 
of non-compete agreements against health 
care practitioners (dentist, osteopathic 
physician, physician, podiatrist, certified RN 
anesthetist).

- The law declares void a non-compete provision 
contained in a contract that restricts the right of a 
health care practitioner to provide health care 
services upon the termination of the agreement (or 
extension) or the practitioner’s employment with a 
party seeking to enforce the agreement.
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“Technology” Workers

► Hawaii recently banned the use of non-compete 
agreements for technology jobs.

- According to the legislation, the legislature found “that 
restrictive employment covenants impede the 
development of technology businesses within the State by 
driving skilled workers to other jurisdictions and by 
requiring local technology businesses to solicit skilled 
workers from out of the State. Eliminating restrictive 
covenants for employees of technology businesses will 
stimulate Hawaii's economy by preserving and providing 
jobs for employees in this sector and by providing 
opportunities for those technology employees to establish 
new technology companies and new job opportunities in 
the State.”

State Reform

Hawaii

► Notably, the Hawaii legislature reasoned that because 

the federal Uniform Trade Secrets Act already 

protects employer trade secrets, there was no need 

for employers to impose non-compete and non-solicit 

agreements (on technology employees).

► This reasoning could be applied by other states and 

could be used to prohibit non-competes for more than 

just technology employees!

CONSIDERATION

21
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Consideration

► Wyoming and Kentucky requires separate 
consideration to support a non-compete when the 
employment relationship has already begun such 
as change in the terms and conditions of 
employment, e.g. promotion, a wage increase, or 
specialized training.  Charles T. Creech, Inc. v. 
Brown, 433 S.W.3d 345 (Ky. 2014). 

► Several states including Washington D.C., Illinois, 
and Maryland require continued employment for a 
certain period of time to count as consideration 
for a non-compete

22

NOTICE

23

Notice of Requirement Before Hire

► Oregon statute requires employers to provide 

notice of requirement to sign non-competes to 

employees two weeks before employment 

begins or the non-compete must be entered into 

upon a bona fide advancement of the employee

► New Hampshire statute requires employers to 

provide non-competes to potential employees 

prior to acceptance of an offer of employment or 

the non-compete will not be enforced

24
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SCOPE OF RESTRICTIONS

25

Legislative Limits on 

Geographical Scope and Length

Oregon

► As of January 1, 2016, limited to 18 months

Utah

► Effective May 10, 2016, limited to 12 months.

► Does not apply to restrictive covenants contained in 

severance agreements.

► Employer must pay all employee litigation costs if the 

agreement is found to be unenforceable (including 

attorneys’ fees, costs, and damages).

“BLUE PENCIL”

27
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Limitations on Reliance

on Blue Pencil

► Virginia, Wisconsin, and Nebraska courts 

have declined to “blue pencil” or reform non-

compete clauses.

► California and Oklahoma have bans on most 

non-compete agreements, with limited 

exceptions.

28

TERMINATION OF 

EMPLOYMENT

29

Impact of Circumstances 

Surrounding Termination

► The Montana Supreme Court has held that non-
compete provisions will not be enforced where the 
employer was solely responsible for ending the 
employment relationship. Wrigg v. Junkermier, Clark, 
Campanella, Stevens, P.C., 265 P.3d 646, 654 (Nov. 
22, 2011).

► New York courts have held that courts will not enforce 
non-compete agreements if the termination was 
involuntary because enforcement would destroy the 
mutuality of obligation on which a non-compete 
agreement is based. Arakelian v. Omnicare Inc., 735 
F.Supp.2d 22, 41 (S.D.N.Y. 2010).

30
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ADDITIONAL STATE AND 

FEDERAL REFORM

31

Additional State Reform

Massachusetts

On June 29, 2016, the Massachusetts House of 
Representatives passed a substantial non-compete reform bill 
by a vote of 149-0.

► Under the House bill, non-competes:
- Would be limited to 12 months in duration unless the employee 

breached his or her fiduciary duty to the employer or took property of 
the employer, in such case 2 years

- Would be prohibited for several categories of workers
- Non-exempt employees

- Employees terminated without cause or laid off

- Must state that the employee has the right to consult with counsel prior 
to signing and must be provided to the employee by the earlier of a 
formal offer of employment or 10 business days before the start date 
(similar to Oregon)

- Would require additional consideration other than continued 
employment for non-competes entered after employment

- Would require that non-competes contain a “Garden Leave” clause or 
other mutually agreed upon consideration (specified in the agreement)

Additional State Reform

Massachusetts

► On July 14, 2016, the Senate passed even more 

stringent restrictions.
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Additional State Reform

Massachusetts

► Under the Senate Bill:
- Non-competes would be limited to 3 months in duration (as opposed 

to 12 months in the House bill);

- Garden leave would be required following the employee’s departure 

and must be at least 100% of the employee’s earnings (during past 

2 years);

- Courts would not be permitted to reform overbroad provisions;

- Employers would be required to inform employees in writing within 

10 days of termination of the employer’s intent to enforce the non-

compete;

- Employers would be required to review the non-compete with the 

employee at least once every three years;

- Would prohibit non-competes for any employee whose average 

weekly earnings is less than about $130,000

Federal Reform

Proposed Mobility and Opportunity for 

Vulnerable Employees Act, or MOVE Act.

Prohibits use of non-competes for employees 

who earn $15 per hour, minimum wage (if 

higher), or $31,200 per year (excluding salaried 

employees earning more than $5,000 per month 

for 2 consecutive months).

THE CURRENT STATE OF NON-

COMPETE LAW IN TENNESSEE

36
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Non-Compete Law in Tennessee

Non-compete agreements are generally 
disfavored because of their restraint on trade

Courts look to several factors to determine if a 
non-compete is reasonable:

► Consideration supporting the agreement

► Threatened danger to the employer in the absence of 
an agreement

► Economic hardship imposed on the employee by the 
agreement

► Whether the agreement is inimical to the public 
interest

37

Non-Compete Law in Tennessee

“The time and territorial limits involved must be 

no greater than necessary to protect the 

business interests of the employer.” Allright Auto 

Parks, Inc. v. Berry, 409 S.W.2d 361,363 (Tenn. 

1966).

38

Recent TN Case Law

Julian Hinson, d/b/a Trivia Time v. Thom O’Rourke, No. 

M2014-00361-COA-R3-CV, (Tenn. Ct. App. Aug. 25, 2015).

► Non-compete prohibited the DJ from directly or indirectly conducting 

activity competitive with any of the activities they performed for Trivia 

Time for three years after termination.

► O’Rourke began hosting and conducting trivia and bingo games under 

the name “Bartainment” for prior clients of Trivia Time.

► Trial Court found no legitimate protectable interests – no confidential 

information or trade secrets and no specialized training.

► Court of Appeals affirmed. The information provided to O’Rourke is 

frequently demonstrated to the public (scorekeeping, microphone 

training, use of music, handling and enforcement of rules, tricks used to 

heighten entertainment value through humor and suspense), could 

easily be ascertained by the public, and trivia host training is available 

through other sources.

39
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Recent TN Case Law
Davis v. Johnstone Group, Inc., 2016 WL 908902, (Tenn. 

Ct. App. Mar. 9, 2016).
► Davis began working for JGI June 3, 1998 with no real estate appraisal 

experience. He completed 180 hours of classroom training to become a real 

estate appraiser which he paid for on his own. He completed the required 3,000 

hours of practical appraisal experience at JGI, and became licensed in 

November 2005. Shortly thereafter, Davis signed a non-compete. 

► Davis submitted notice of resignation to JGI on April 13, 2015 stating his intention 

to work for Appraisal Services Group, which JGI argued was in violation of his 

non-compete agreement.

► Trial court denied JGI’s request for a temporary injunction and granted Davis’ 

request for declaratory judgment because “the training Davis received is 

generally the same training he would have received in any other office in his 

quest to become a certified real estate appraiser.” JGI did not have an exclusive 

customer list that Davis might reference in his new position, and he did not have 

a special relationship with JGI’s customers that would give him an unfair 

advantage.

► Court of Appeals affirmed holding Employer did not present special facts over 

and above ordinary competition that would warrant enforcing the non-compete.

40

BEST PRACTICES TO DRAFT 

AN ENFORCEABLE NON-

COMPETE AGREEMENT

41

Confidentiality and Non-Disclosure 

Typically without time and geographical limits

But may want to include:

► Until information becomes publicly-known (unless due 

to breach of agreement)

► Unless required by law enforcement to disclose or

► Governmental regulatory agency
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WHO?

Will Execute Restrictive 

Covenants

Who is affected by your choices?

► Are these covenants applicable company-wide? To 

management-level employees? To all members of a 

sales team? To O-Level management?  To a key 

employee?

► Uniformity – the good and the bad  

State Law Considerations

Position Held by Employee

Circumstances of Executing Non-

compete/Consideration

► Oregon v. Alabama

Protectable Interest

Non-compete v. Non-solicit

Modification if too broad

44

Selecting Applicable Law

Inclusion of a Choice of Law (COL) provision is 
nearly default for most drafters

► But you need to invest time in choosing and avoid 
assumptions about state law
- California passed Senate Bill 1241 on 9/25/16, prohibiting 

employers from requiring an employee who lives and works 
in CA, as a condition of employment, to sign a provision that 
would require the employee to adjudicate a claim in another 
jurisdiction that arose in CA or deprive the employee of the 
protections of CA law for the claim that arose in CA

Also consider a Forum Selection Clause
► But be mindful of its limitations

45
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Selecting Applicable Law

Where is the employee?

► Residence

► Work

► Reporting

Where is the employer?

► Headquarters

► Offices

► Business Conducted

Selecting Applicable Law

The power and pitfalls of choice of law 
provisions and forum selection clauses

Typically, the parties choose a state’s 
substantive law 

► Must have a reasonable relationship to that state

And may choose a forum (or venue) in which the 
case will be heard (and decisions made re: 
enforcement of the COL provision)

Selecting Applicable Law

When you have a state that forbids or limits 

restrictive covenants in play, the parties usually 

take one of three options:

► “Go for Broke”

► “Ride the Fence”

► “Throw in the Towel”
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Additional Clauses to Consider 

When Drafting Agreements

Attorney’s fees

Notify company if engaged in conduct that 

breaches agreement

Company free to notify new or prospective 

employer of agreement

Term of agreement extended by time period of 

breach

Assignment

49

Protect Yourself Upon Key 

Employee Departure

Immediately limit access to email

Consider saving and reviewing email

Make clear plans for picking up business of 

departing salesperson

Letter reminding employee of covenants

Consider cost

► Delay

► Not pursuing

► Pursuing

50

Hiring

An applicant has come knocking or your 

recruiter appears full of life and ready to tell you 

about the amazing target she’s identified

Before the train leaves the station, you want to 

know:

► Is the potential hire bound by any restrictive 

covenants?
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Hiring

Do not forget Confidentiality and Non-Disclosure 

agreements

► Particularly in states that recognize and apply the 

inevitable disclosure doctrine

► Investigate whether the former employer must show 

evidence of actual use of CI

Hiring

If the applicant/target has restrictive covenants, 

review the covenants to determine whether 

employment would violate the agreement

Given your interest in the target, the answer will 

likely be yes – or, at least, probably

53

Hiring

Next Step: Assess Likelihood of Enforcement

► To do this, you need to determine what law will 

govern (or could govern) the agreement

54
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Hiring

Does the agreement include a choice of law 

provision?

► Does it require the agreement to be governed by the 

substantive law of that state without regard for the 

choice of law principles of the state?

Does the agreement include a forum selection 

clause? 

55

Hiring

You have determined:

► Who likely will decide whether the agreement is 

enforceable 

► And how they will decide

Does the analysis provide you with a new option 

regarding the employee?

► If you can invalidate or limit the scope of the 

agreement, you may be able to proceed with your hire

Hiring

Business Call: Do you have the stomach for 

the fight? 

► What does the target offer?

► Will the work clearly violate the terms of the 

agreement?

► Is the agreement likely to be enforced?

57
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Key Takeaways

Limit the use of non-competes to key employees

Where applicable, include language requiring that 

employees acknowledge they will have access to 

trade secrets during their employment

Avoid non-competes for any lower level worker 

Require that non-competes be provided with the 

initial job offer for review

Avoid drafting overbroad non-competes

Key Takeaways [cont.]

For non-competes entered into after employment, 

provide additional consideration above continued 

employment

► Pay raise, additional training, promotion

Ensure compliance with local state law

Be extra careful when drafting non-competes for 

physicians and other professionals

Bob Horton – bhorton@bassberry.com

Follow Us

@BassBerryLabor

Blog: bassberrylabortalk.com
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