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

THE PRUDENTI AL | NSURANCE COVPANY :  CIVIL ACTI ON
OF AVERI CA :

Vs. : NO. 97- 4163
THOVAS M STELLA :

VEMORANDUM AND ORDER

JOYNER, J. February , 1998

This civil action is once again before us for disposition of
the parties’ cross-notions for summary judgnent. For the reasons
which follow, defendant’s notion shall be granted in part and
plaintiff’s notion shall be denied inits entirety.

Hi story of the Case

As discussed at greater length in the Findings of Fact
recently issued inthis court’s Decisiononplaintiff’s notion for
prelimnary injunction, this action arose out of defendant, Thomas
Stella’ s resignation as a Prudential insurance agent on August 16,
1996 to work for Allstate Insurance Conpany. On June 19, 1997,
Prudential filed this suit against Stella based upon diversity
jurisdiction under the conmon | aw theories of breach of fiduciary
duty, breach of contract, m sappropriation of trade secrets, unfair
conpetition, tortious interference with contractual relations and
conversion. That sanme date, plaintiff filed its notion seeking a
prelimnary injunction to prevent defendant fromcontinuing to use

Prudential’s client files and confidential client information to



solicit his fornmer custoners for his new conpany and for his own
benefit.

Fol l owi ng t he hearing on the notion for prelimnary injunctive
relief, defendant filed a notion for summary judgnent and/or for
partial sunmmary judgnment in which he essentially argues: (1) that
plaintiff has no legitimte, reasonable entitlenent to an
injunction against him given that defendant’s fornmer Prudenti al
clients contacted hi mand t hus the conpl ai nt agai nst hi mshoul d be
dism ssed with prejudice; (2) that the non-conpetition covenant
included in the agent’s agreenent is void and unenforceable for
| ack of consideration and thus plaintiff is entitled to neither
equi tabl e nor nonetary relief on the basis of those covenants; and
(3) that because he has since returned all of Prudential’s client
files and docunents in his possession to the conpany, it has no
right to either equitable or nonetary relief as the result of his
having failed to inmedi ately return those materials.

In response, plaintiff filed a cross-notion for summary
j udgnent against defendant in which it reiterates the sane
argunents which it advanced in support of its notion for
prelimnary injunction. As we have al ready determ ned that the
restrictive covenants are enforceable as a consequence of their
havi ng been anended and superseded by the collective bargaining
agreenent between Prudential and the AFL-CI O & CLC and have deni ed
plaintiff’s prelimnary injunction notion, we incorporate by
reference those portions of our Decision in which those issues are

addr essed. For the reasons outlined below and the basis of the
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record presently before us, we cannot agree with defendant that he
is entitled to judgnent as a matter of law on all of plaintiff’s
cl ai ns.

St andards Applicable to Summary Judgnent Mboti ons

The legal standards and principles to be followed by the
district courts in resolving notions for summary judgnent are
clearly set forth in Fed.R Cv.P. 56. Subsection (c) of that rule
states, in pertinent part,

: The judgnent sought shall be rendered forthwith if

t he pl eadi ngs, depositions, answers to interrogatories,

and adm ssions on file, together with the affidavits, if

any, show that there is no genuine issue as to any

material fact and that the noving party is entitled to a

judgnent as a matter of |aw A summary judgment,

interlocutory in character, may be rendered on the i ssue

of liability alone although there is a genuine issue as
to the anmount of damages.

In this way, a notion for summary judgnent requires the court to
| ook beyond the bare allegations of the pleadings to determne if

t hey have sufficient factual support towarrant their consideration

at trial. Li berty Lobby, Inc. v. Dow Jones & Co., 838 F.2d 1287

(D.C. Cir. 1988), cert. denied, 488 U S. 825, 109 S.C. 75, 102

L. Ed. 2d 51 (1988). See Also: Aries Realty, Inc. v. AGS Colunbia

Associ ates, 751 F. Supp. 444 (S.D. N Y. 1990).

As a general rule, the party seeking summary judgnent
al ways bears the initial responsibility of informng the district
court of the basis for its notion and i dentifying those portions of
t he pleadi ngs, depositions, answers to interrogatories and ad-

m ssions on file, together with the affidavits, if any, which it



bel i eves denonstrate the absence of a genuine issue of materia

fact. Celotex Corp. v. Catrett, 477 U S. 317, 106 S. Ct. 2548, 91

L. Ed. 2d 265 (1986). |In considering a summary judgnent notion, the
court must viewthe facts in the |ight nost favorable to the party
opposi ng the notion and all reasonable inferences fromthe facts

nmust be drawn in favor of that party as well. U.S. v. Kensington

Hospital, 760 F.Supp. 1120 (E.D. Pa. 1991); Schillachi v. Flying
Dut chman Motorcycle dub, 751 F. Supp. 1169 (E.D. Pa. 1990).

When, however, "a notion for sunmary judgnent is nmade and
supported [by affidavits or otherw se], an adverse party nmay not
rest upon the nere allegations or denials of the adverse party's

pl eadi ng, but the adverse party's response...nust set forth

specific facts showing that there is a genuine issue for trial. |If
the adverse party does not so respond, sunmary judgnent, if
appropriate may be entered against [it]." Fed.RCv.P. 56(e).

A material fact has been defined as one which m ght affect the
outconme of the suit under relevant substantive |aw. Boykin v.

Bl oonsburg University of Pennsylvania, 893 F.Supp. 378, 393

(MD.Pa. 1995) citing Anderson v. Liberty Lobby, Inc., 477 U S

242, 106 S.C. 2505, 91 L.Ed.2d 202 (1986). A dispute about a
material fact is "genuine" if "the evidence is such that a
reasonable jury could return a verdict for the non-noving party."
Id., citing Anderson, 477 U.S. at 248, 106 S.C. at 2510.

Di scussi on

Under Pennsylvania law, it is axiomatic that a cause of action

for breach of contract is established by show ng (1) the existence
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of a contract to which plaintiff and defendant were parties; (2)
the essential terns of the contract; (3) a breach of the duty
i nposed by the contract and (4) that danages resulted from the

breach. Electron Energy Corp. v. Short, 408 Pa.Super. 563, 597

A 2d 175 (1991), aff'd w o opinion, 533 Pa. 44, 618 A 2d 395
(1993); GCeneral State Authority v. Colenan Cable & Wre Co., 27

Pa. Cmwi th. 385, 365 A 2d 1347 (1976).

A fiduciary duty arises when the rel ati onshi p between parties
is one of trust and confidence such that the party in whom trust
and confidence is reposed nust act with scrupul ous fairness and
good faith in his dealing with the other and refrain fromusing his
position to the other's detrinent and his own advantage. Young v.
Kaye, 443 Pa. 335, 279 A . 2d 759, 763 (1971). Fi duci ary duty
demands undi vi ded | oyalty, prohibits conflicts of interest andits

breach is actionable. See: Maritrans v. Pepper, Hanmlton &

Scheetz, 529 Pa. 241, 602 A 2d 1277, 1283 (1992), citing, inter
alia, Stockton v. Ford, 52 U.S. (11 How.) 232, 13 L. Ed. 676 (1850).

An enpl oyee, as an agent of his enployer, is considered a fiduciary
Wth respect to matters within the scope of his agency and is
subject to a duty not to act or to agree to act during the period
of his agency for persons whose interests conflict with those of

the principal in matters in which the agent is enployed. SHV Coal

Inc. v. Continental Gain Co., 376 Pa.Super. 241, 545 A 2d 917,

920-921 (1988), rev'd on other grounds, 526 Pa. 489, 587 A 2d 702
(1991).

In order to prevail on a claim for interference wth
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contractual relations, the plaintiff nust plead and prove four
elements: (1) the existence of a contractual relation; (2)
def endant's purpose or intent to harmthe plaintiff by preventing
the relation fromoccurring; (3) the absence of any privilege or
justification on the part of the defendant; and (4) damages

resulting from defendant's conduct. @undlach v. Reinstein, 924

F. Supp. 684, 693 (E.D.Pa. 1996).' O these el enents, the one of
threshol d inportance is intent. Thus, where a defendant's breach
of his contract with the plaintiff has only an incidental
consequence of affecting plaintiff's business relationships with
third persons, an action lies only in contract for defendant's
breaches, including any recoverable consequential damages.

Chrysler Credit Corp. v. B.J. M, Jr., Inc., 834 F. Supp. 813, 843

(E.D.Pa. 1993), citing DiCesare-Engler Productions, 1Inc. V.

Mai nman, Ltd., 81 F.R D. 703, 710 (WD.Pa. 1979) and d azer V.

Chandl er, 414 Pa. 304, 200 A 2d 416, 418 (1964). See Al so:

Commpnweal t h, Depart nent of Transportation V. Cunmber | and

Construction Co., 90 Pa.CmM th. 273, 494 A 2d 520, 525-526 (1985).

Unfair conpetition is a common | aw cause of action which has

1 These el enents derive from Section 766 of the Restatenent

(Second) of Torts, which provides:

One who intentionally and inproperly interferes with the
performance of a contract between another and a third person
by i nducing or otherw se causing the third person not to
performthe contract, is subject to liability to the other
for the pecuniary loss resulting to the other fromthe
failure of the third person to performthe contract.

See, e.d.: CGenmni Physical Therapy v. State Farm Mit ua
Aut onpobi l e I nsurance Co., 40 F.3d 63, 66 (3rd Gr. 1994).
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been defined as the passing off by a defendant of his goods or
services as those of plaintiff by virtue of substantial simlarity
between the two leading to confusion on the part of potential

custonmers. Schnid Laboratories v. Youngs Drug Products Corp., 482

F. Supp. 14, 21 (D.N. J. 1979). See Also: Guardian Life Ins. Co. of

Anerica v. Anerican Guardian Life Assurance Co., 943 F. Supp. 5009,

517 (E.D. Pa. 1996). To succeed on these clains, a plaintiff nust
show t hat defendant uses a designation in connection wth goods,
which is likely to cause confusion, m stake or deception as to the
origin, sponsorship or approval of defendant's goods and that
plaintiff has been or is likely to be damaged by these acts. First

Keyst one Bank v. First Keystone Mrtgage, Inc., 923 F. Supp. 639,

707 (E.D.Pa. 1996). Stated otherw se, for a party to violate
unfair trade law, it nust m srepresent its product's origin, or it
nmust create a likelihood of confusion as to its product's origin,
or make false representations or descriptions of its product.

Mercury Foam Corp. v. L & N Sales & Marketing, 625 F. Supp. 87, 91

(E.D. Pa. 1985); Mdrgan's Hone Equi pnent Corp. v. Martucci, 390 Pa.

618, 130 A 2d 838, 848 (1957).

Actions for m sappropriation of trade secrets are proven where
the following elenents are established: (1) the existence of a
trade secret; (2) which was conmmuni cated i n confi dence to def endant
and (3) used by defendant in breach of that confidence (4) to the

detrinment of the plaintiff. GE Capital Mrtgage Services, Inc. v.

Pi nnacl e Mortgage Investnent Corp., 897 F. Supp. 854, 870 (E.D. Pa.

1995). To be entitled to an injunction against the use or



di scl osure of trade secrets or confidential information under
Pennsylvania law, a plaintiff nmust show (1) that the information
constitutes a trade secret; (2) that it was of value to the
enpl oyer and i nportant in the conduct of his business; (3) that by
reason of di scovery or ownership the enployer had the right to the
use and enjoynent of the secret; and (4) that the secret was
comruni cated to t he def endant whil e enpl oyed i n a position of trust
and confidence under such circunstances as to nake it inequitable
and unjust for himto disclose it to others, or to nake use of it

hinself, to the prejudice of his enployer. Sl Handling Systens,

Inc. v. Heisley, 753 F.2d 1244, 1255 (3rd Cir. 1985); Felnlee v.
Lockett, 466 Pa. 1, 351 A 2d 273, 277 (1976); Mettler-Tol edo, Inc.

v. Acker, 908 F.Supp. 240, 246 (M D.Pa. 1995).°2

2 Pennsyl vani a courts have adopted the definition of trade

secret found in cooment b to the Restatenent of Torts 8757 (1939)
whi ch provides, in pertinent part:

A trade secret nay consist of any fornula, pattern, devise
or conpilation of information which is used in one's

busi ness, and whi ch gives himan opportunity to obtain an
advant age over conpetitors who do not know or use it.

CE Capital, supra, at 871, citing Smth v. BIC Corporation, 869
F.2d 194, 199 (3rd Cr. 1989); SI Handling, supra, at 1255;
Felmlee v. Lockett, supra, 351 A 2d 277. A trade secret can be a
pl an or process, tool or mechanism conpound or elenent, which is
known only to its owner. Novelty is only necessary to show t hat
the all eged secret is not a matter of public know edge and thus
information that is in the public domain cannot be protected as
trade secrets. 1d.

Sonme factors to be considered in determ ning whether given
information is a trade secret are: (1) the extent to which the
information is known outside of the owner's business; (2) the
extent to which it is known by enpl oyees and others involved in
the owner's business; (3) the extent of neasures taken by the
owner to guard the secrecy of the information; (4) the anount of

8



Conversion, under Pennsylvania law, is the deprivation of
another's right of property, or use or possession of a chattel, or
other interference therewith wthout the owner's consent and

W thout |egal justification. Universal Premum v. York Bank &

Trust Co., 69 F.3d 695, 704 (3rd Gr. 1995); Norriton East Realty

Corp. v. Central -Penn National Bank, 435 Pa. 57, 60, 254 A. 2d 637,

638 (1969); Ei senhauer v. O ock Towers Assoc., 399 Pa. Super. 238,
582 A . 2d 33, 36 (1990).

Conversion can be commtted in several ways: (1) acquiring
possession of the chattel with the intent to assert aright to it
which is adverse to the owner; (2) transferring the chattel and
thereby depriving the owner of «control; (3) unreasonably
wi t hhol di ng possessi on of the chattel fromone who has the right to
it; and (4) m susing or seriously damagi ng the chattel in defiance

of the owner's rights. Fort Washi ngton Resources, Inc. v. Tannen,

846 F. Supp. 354, 361 (E.D.Pa. 1994) citing Norriton, 435 Pa. at 60,

254 A 2d at 638. Were one lawfully cones into possession of the

effort or noney expended by the owner in devel oping the
information and (6) the ease or difficulty with which the

i nformation could be properly acquired or duplicated by others.
SI _Handling, at 1256; National R sk Managenent v. Bramwell , 819
F. Supp. 417, 430 (E.D.Pa. 1993).

Custoner lists and confidential business information,
however, cannot be trade secrets if they are easily or readily
obt ai ned, without great difficulty through sone independent
source other than the trade secret holder and thus courts have
deni ed protection to custonmer lists which are easily generated
fromtrade journals, ordinary tel ephone |istings, or an
enpl oyee' s general know edge of who, in an established industry,
is a potential custonmer for a given product. Bramnel | at 431.
See Also: Mdrgan's Hone Equipnent v. Mrtucci, supra, 136 A 2d at
842.




chattel, a conversion occurs if a demand for the chattel is nade by
the rightful owner and the other party refuses to deliver. 1d.,
citing Norriton, 435 Pa. at 61, 254 A 2d at 639. Additionally,
def endant need not have a conscious intent of wongdoing to be
i able for conversion, as | ong as he has exerci sed wongful control
over the goods. ld. citing Norriton, 435 Pa. at 60, 254 A 2d at
638.

I n appl ying the precedi ng summary judgnent principles to the
facts thus far of record in this case,® we find that there is
sufficient evidence fromwhich ajury may concl ude t hat defendant’s
actions in witing Allstate property and casualty insurance
policies for fornmer Prudential clients, infailingtoreturn all of
his client files and cards inatinely fashion to Prudential and in
taking and selling the conputer from the Castor Avenue office
constituted a breach of his obligations under the collective
bargai ni ng agreement. Likew se, we believe there is sufficient
evidence from which a jury could find that in so doing, Stella
further breached his fiduciary duties to his fornmer enployer
tortiously interfered wth Prudential’s contractual relations wth
its custoners, and converted Prudential property.

Simlarly, we findthat while it is questionable as to whet her
the client files, cards and conputer which defendant failed to

timely return contained such confidential and proprietary

® Again, we incorporate by reference our findings of fact,

concl usions of |law and analysis set forth in our Decision denying
plaintiff’s notion for prelimnary injunction.
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information as to warrant protection as a trade secret, we shal
grant plaintiff the opportunity to produce further evidence as to
how t his i nformati on was devel oped, dissem nated to defendant and
protected, if at all. Accordingly, defendant’s notion for sumary
judgnent as to these clains shall be denied at this juncture.

The notion shall be granted, however, wth respect to
plaintiff’s unfair conpetition claim |ndeed, thereis absolutely
no evidence nor is it even alleged that Stella ever utilized any
designation in connection with the insurance products he was
selling, which would |ikely cause confusion, m stake or deception
as to the origin, sponsorship or approval of these products and
that Prudential has been or is likely to be damaged as a result.

See: Keystone Bank v. First Keystone Mortgage, Inc., 923 F. Supp. at

707.
CONCLUSI ON

For all of the foregoing reasons, defendant’s notion for
summary judgnent is granted only with respect to plaintiff’s claim
for unfair conpetition and plaintiff’s cross-notion for summary
judgnent as to its claimfor injunctive relief is denied.

An appropriate order foll ows.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

THE PRUDENTI AL | NSURANCE COMPANY : CIVIL ACTI ON
OF AMVERI CA :

Vs. : NO. 97- 4163
THOMAS M STELLA

ORDER

AND NOW this day of February, 1998, upon
consideration of Defendant’s Mtion for Summary Judgnent and
Plaintiff’s Cross-Mtion for Summary Judgnent, it i s hereby ORDERED
t hat Defendant’s Motion is GRANTED I N PART and DEN ED I N PART and
judgnent is entered in favor of Defendant and agai nst Plaintiff on
Plaintiff’s claimfor unfair conpetition as set forth in Count |11

of its conplaint. 1In all other respects, the Mtions are DEN ED

BY THE COURT:

J. CURTI S JOYNER, J.
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