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Firing up a noncompete suit 

takes guts. Hands down, the dispute 
is about a company’s competitive 
edge. In most cases, a key employee 
has learned the company’s secret 
playbook, then jumped ship to a 
direct competitor. All eyes are on 
trial counsel to deliver a temporary 
restraining order. Tensions are high, 
and time is short.

When working under those 
conditions, I’ve found a few non-
compete provisions that make me 
crack a smile. They give my client 
an edge and let me know my job 
will be a little bit easier. Let’s take a 
peek at provisions in-house counsel 
can include during the drafting 
stage that increase the odds of a 
company victory.

• A nondisclosure provision. A 
nondisclosure provision normally 
is the gateway to enforcing a non-
compete or nonsolicit agreement. 
The Texas Supreme Court long 
has endorsed those agreements 
when they are designed to protect 
a company’s trade secrets and con-
fidential information.

But the agreement also must 
contain a nondisclosure provision. In 

it, the employee promises not to use 
or disclose the company’s business 
secrets. Without a nondisclosure 
provision, an enforcement action 
may not go far. But with one, the 
enforcement action has a greater 
chance of success. That’s assuming, 
of course, the employee received 
new business secrets after signing 
the noncompete.

• A link to a stock option plan. 
The Texas Supreme Court’s ruling 
in Marsh v. Cook this summer made 
stock option plans all the rage in 
the noncompete world. In Marsh, 
the court said that participating in a 

stock option plan can constitute valid 
consideration for a noncompete. 
Exercising the options linked the 
employee to the company’s “long-
term business interests” in cultivat-
ing goodwill with its clients.

In the aftermath of Marsh, the 
best noncompete clauses will recite 
that the employee is signing the 
agreement at the same time he or 
she is exercising a stock option. If 
the court agrees that this makes 
the noncompete enforceable, coun-
sel doesn’t have to worry about 
business secrets. The stock options 
are enough.

Other consideration that’s suf-
ficiently linked to goodwill also 
might support a noncompete. For 
example, the noncompete could 
recite that the employee is signing 
it just before being introduced to 
key long-term clients. Although the 
Texas Supreme Court hasn’t directly 
addressed enforcing a noncompete 
that an employee signed in exchange 
for long-term client introductions, 
Marsh leaves room for counsel to 
make that argument.

• A separate nonsolicit provi-
sion. Even when a noncompete is 
enforceable, the court could rule  
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that it’s unreasonable. That’s the real 
fight on noncompetes these days. 
A separate nonsolicit can provide a 
Plan B, just in case the court says the 
noncompete is too broad.

Noncompetes and nonsolicits are 
very different. A noncompete is a 
marketwide restriction. An employee 
promises not to compete with the 
company in its industry in a certain 
geographic area and for a certain 
time. A nonsolicit, on the other hand, 
only prohibits the employee from 
soliciting or working with certain 
customers. The employee is free 
to work for a direct competitor, so 
long as he lives by his nonsolicit and 
nondisclosure obligations. Conse-
quently, courts may hesitate to call 
a nonsolicit unreasonable.

Losing the reasonableness fight 
can significantly water down an 
enforcement action. For one thing, 
the court will reform or rewrite the 
noncompete to make it reasonable. 
If the noncompete irritates the court 
badly enough, the company might 
have to pay the ex-employee’s court 
costs and attorneys’ fees.

Worse still, the court will refuse 
to award money damages for the 
ex-employee’s breaches of the 
unreasonable noncompete that 
happened before the court can 
reform the noncompete. Sure, the 
company would get an injunction 
to prevent breaches in the future. 
Money damages for past breaches, 
however, would be off the table. To 
get money for the ex-employee’s 
past actions, counsel must now tag 
the ex-employee on another claim. 
A claim for proprietary-information 
theft is the usual suspect, but that 
can be harder to prove.

Having a separate nonsolicit lets 
counsel ask for money damages on 
that provision if the court decides 
the noncompete is unreasonable. 
There’s nothing like a second bite 
at the apple.

• A waiver of injunction elements 
and bond. Noncompete enforce-
ment actions always aim for an 
injunction. Sometimes, proving the 
common-law elements on injunc-
tive relief can trip up the suit. 
Other times, a court may order 
the company to post a bond that 
is too costly to be worthwhile. A 
well-written noncompete addresses 
both possible hurdles.

Parties to a contract may waive 
their defenses on a breach of contract 
action. An employee might agree in 
a noncompete agreement that the 
company can enforce the agreement 
without proving inadequate remedy 
or irreparable harm. With that agree-
ment in hand, counsel now can argue 
the employee waived his right to 
contest those issues.

• A provision selecting Texas law 
and venue. I like to travel as much as 
the next guy — that is, traveling on 
vacation. However, I draw the line at 
chasing an ex-employee across state 
lines to enforce a noncompete. It’s 
not as much fun.

Companies headquartered in 
Texas often secure an advantage 
by writing Texas law and venue in 
their noncompetes. Texas courts 
have become far more friendly to 
enforcing noncompetes and nonso-
licits. Plus, I would prefer to have 
a judge deciding the case who lives 
where my client employs lots of folks. 
A judge from another state may 
feel more sympathy for the client’s 
ex-employee. Besides, it’s better to 
force the ex-employee to pay defense 
costs on litigating away from his 
home state.

Employees who take a job with a 
competitor might pick up and move. 
Depending on the company, a solid 
noncompete may account for that 
scenario in advance.

Noncompete agreements require 
some thought from in-house coun-
sel about how they’ll work in an 
enforcement action. The provisions 
above are just a few areas where a 
little tweaking can turbocharge an 
agreement. In-house counsel who 
pay attention to these areas when 
drawing up noncompetes just may 
make trial counsel grin from ear to 
ear. Happy drafting. 
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In-house counsel who 
pay attention to these 
areas when drawing up 
noncompetes just may 
make trial counsel grin 
from ear to ear.

Alan Bush, the 
principal of the 
Bush Law Firm in 
The Woodlands, 
represents 
companies in labor 
and employment 
matters. He 
emphasizes the 
areas where solid 

HR practices have the greatest impact on 
competitive edge and working capital.


