IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

DE LAGE LANDEN OPERATI ONAL ) ClVIL ACTI ON
SERVI CES, LLC )
V.
THI RD PI LLAR SYSTEMs, | NC. : NO. 09-2439
VEMORANDUM
Bartle, C. J. Decenber 10, 2010

Now pendi ng before the court is the notion of the
defendant, Third Pillar Systenms, LLC ("Third Pillar") for sunmary
j udgnment on the issue of damages.

The facts of this case are well known to the parties
and will not be set forth in detail here. Suffice it to say that
on May 29, 2009, De Lage Landen Operational Services, LLC ("DLL")
sued Third Pillar alleging, anmong other things, trade secret
m sappropriation under the California Uniform Trade Secrets Act
("CUTSA") and breach of contract. These clainms stemed froma
series of agreenments in which DLL engaged Third Pillar to devel op
and custom ze a software platform known as the "Beacon" project,
for use in DLL's vendor finance |ending and |easing business. 1In
its conplaint, DLL sought an injunction barring Third Pillar from
using or disclosing DLL's confidential property as well as
damages and "such other further relief as may be just and

pr oper."



After a three-day permanent injunction hearing,?® the
court found that under DLL's contracts with Third Pillar DLL
owned twel ve "use cases,"” which are detail ed step-by-step nodels
of DLL's trade secret business practices that were created in the
course of the Beacon project. The court further found that Third
Pillar had m sappropriated DLL's trade secrets in the twelve use
cases that DLL owned, and in doing so, breached its contracts
with DLL. Finally, the court concluded that "nere pecuniary
conpensati on woul d not afford adequate relief” fromthe harm done
to DLL by Third Pillar's m sappropriation. The court issued a
per manent injunction requiring that Third Pillar "return and/or
destroy ... all copies ... of the foregoing twelve Beacon Use
Cases."? The case was placed in the May 1, 2011 trial pool for a
jury trial on the issue of damages.

In support of its notion for summary judgnent Third
Pillar argues that DLL's conpl aint seeks only recovery of "actual
damages, " which DLL in discovery has now admtted it cannot
prove. Third Pillar also maintains that such actual danages are
essential elements of both DLL's breach of contract claimand its
cl ai munder CUTSA. According to Third Pillar, since DLL has

affirmed that it will not be seeking "actual danmages” in the form

1. The parties had agreed to forego a hearing on a notion for a
prelimnary injunction and to proceed to a hearing for a
per manent i njunction.

2. DLL has noved for contenpt sanctions against Third Pillar for
all egedly violating this permanent injunction. The court has
schedul ed a hearing on this matter for Decenber 15, 2010.
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of lost profits at the upcomng trial, summary judgnment shoul d be
granted in favor of Third Pillar.

In its conplaint and prayer for relief, DLL requests

the "recovery of nonetary damages," "conpensatory and punitive

damages, " and "such other further relief as may be just and
proper.” Nowhere in the conplaint or prayer for relief does DLL
limt its claimto "actual danmages"” in the formof |ost profits.
DLL has stated that while it will not seek lost profits it wll
seek to recover damages based on Third Pillar's unjust enrichnment
or in the alternative a reasonable royalty for the use of its
trade secrets.

Under California | aw, conpensatory danages for breach
of contract, unless otherwi se specified by statute, are "the
anount which will conpensate the party aggrieved for all the
detrinment proximtely caused thereby, or which, in the ordinary
course of things, would be likely to result therefrom" Cal.
Civ. Code 8§ 3300. For m sappropriation of trade secrets, the
CUTSA provides that:

(a) A conplainant may recover damages for the

actual | oss caused by m sappropriation. A

conpl ai nant al so may recover for the unjust

enrichment caused by m sappropriation that is

not taken into account in conputing danages

for actual | oss.

(b) I'f neither damages nor unjust enrichnent

caused by m sappropriation are provable, the

court may order paynent of a reasonable

royalty for no |l onger than the period of tine

t he use coul d have been prohibited.

(c) I'f willful and malicious m sappropriation

exi sts, the court may award exenpl ary damages

in an anount not exceeding tw ce any award
made under subdivision (a) or (b).
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Cal. Cv. Code 8§ 3426.3. Neither of these statutory provisions
limts DLL to recovery of "actual danages"” in the nature of | ost
profits. Both statutes contenplate the proof of danages ot her
than | ost profits. The CUTSA, in fact, specifically provides for
the inmposition of a reasonable royalty when neither |ost profits
nor unjust enrichment are provable. DLL has maintained in
responses to discovery requests that it will proceed on both
unjust enrichment and reasonable royalty theories. Consequently,
DLL nmay establish its danages by proving that Third Pillar has
been unjustly enriched or, if that is not provable, by asking the
court to order paynment of a reasonable royalty for Third Pillar's
unaut hori zed use of DLL's trade secrets.

In addition to providing expert testinony regarding the
value of DLL's trade secret material, DLL has cone forward with
the deposition of Steffen Wollner, Third Pillar's project
manager. |In that deposition, Wl lIner stated Third Pillar earned
approximately $18 mllion fromthe sale of software containing
DLL's trade secret use cases. At this stage, such evidence
creates a genuine issue of material fact as to the issue of DLL'Ss
damages. Accordingly, we will deny the notion of Third Pillar

for summary judgnent.



IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

DE LAGE LANDEN OPERATI ONAL ) C VIL ACTI ON
SERVI CES, LLC )

V.
TH RD PI LLAR SYSTEMS, | NC. NO. 09-2439

ORDER

AND NOW this 10th day of Decenber, 2010, for the
reasons set forth in the acconpanying Menorandum it is hereby
ORDERED t hat the notion of defendant Third Pillar Systems, Inc.

for summary judgnent is DEN ED.
BY THE COURT:

[s/ Harvey Bartle III

C. J.



