
 

© 2021 Paul, Weiss, Rifkind, Wharton & Garrison LLP. In some jurisdictions, this publication may be considered attorney advertising.  
Past representations are no guarantee of future outcomes. 

March 29, 2021 

Second Circuit Affirms Injunction Enforcing Employment 
Noncompete Against Executive with Knowledge of Trade Secrets 

On January 22, 2021, the Second Circuit affirmed a preliminary injunction barring a former IBM executive 
from working in a similar executive role at Microsoft.1 The former executive, Rodrigo Kede de Freitas Lima, 
signed a Non-Competition Agreement (“NCA”) with IBM in December 2019. The NCA, governed by New 
York law, prohibited Lima for 12 months after leaving IBM from working for a competitor in a position in 
which he could disclose IBM’s confidential information. Lima resigned from IBM in May 2020 and accepted 
an executive position at Microsoft, with plans to commence the new role immediately.  

Judge Philip M. Halpern of the Southern District of New York enjoined Lima from taking the position he 
was offered at Microsoft until May 2021. The district court held that enforcement of the NCA was reasonable 
under the circumstances, finding that Lima was exposed to and responsible for IBM trade secrets, and that 
IBM established a risk that Lima inevitably would use, disclose or rely upon those trade secrets in his 
proposed role at Microsoft. The Second Circuit affirmed, ruling that the district court did not clearly err in 
enforcing the NCA against Lima and that Lima’s assertions of legal error were without merit.  

New York law permits enforcement of employment noncompete agreements2 to the extent that the 
restriction is “reasonable,” meaning that it: “(1) is no greater than is required for the protection of 
the legitimate interest of the employer, (2) does not impose undue hardship on the employee, and (3) is not 
injurious to the public.”3 The Second Circuit has rarely had occasion to review injunctions enforcing such 
agreements under New York law.4 Other circuits applying state laws similar to New York’s have declined to 
enforce certain employment noncompetes.5 Over the past six years, no fewer than 14 states have amended 
their laws either to restrict the enforceability of noncompetes, such as by limiting the maximum duration, 
or to ban their enforceability as to entire categories of workers.6 For example, Hawaii barred the use of 
noncompetes for workers in a “technology business,” and seven states barred noncompetes for employees 
earning less than a certain amount.7 The stated policy rationales for enacting such restrictions include 
promoting the growth of new businesses, encouraging workforce mobility and discouraging unreasonable 
contracts of adhesion.8  

Accordingly, the Second Circuit’s decision in IBM v. Lima provides a useful precedent for employers seeking 
to enforce employment noncompetes against high-level executives with access to trade secrets intending to 
switch sides to work for a competitor in an overlapping position.  
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Background 

Rodrigo Lima joined IBM in 1995 and rose to several high-ranking executive positions at the company. In 
the years preceding his departure from IBM, Lima ran IBM’s Latin America business, then oversaw a large 
segment of IBM’s services business in North America, and finally served as the global head of IBM’s largest 
and most significant client accounts. Lima also served on high-ranking executive teams responsible for 
overseeing IBM’s global strategies. In his final years at IBM, Lima earned millions of dollars per year in 
total compensation from IBM.9 

Lima first signed an employee noncompete with IBM in 2013, and he signed his most recent NCA in 
December 2019. In the NCA, Lima agreed that, for 12 months after terminating employment with IBM, he 
would not work for a competitor in any geographic area for which he had been recently responsible at IBM 
if performing the duties and responsibilities of the new position “could result in” Lima “intentionally or 
unintentionally using, disclosing, or relying upon” IBM’s confidential information.10 

In May 2020, Lima resigned from IBM, having accepted an offer of employment in the position of Corporate 
Vice President, Latin America (“CVP, LATAM”) at Microsoft, one of IBM’s direct competitors, including in 
Cloud computing.  

On June 15, 2020, IBM filed a complaint in the U.S. District Court for the Southern District of New York 
asserting that Lima had breached his NCA by accepting Microsoft’s employment offer. On June 18, 2020, 
IBM moved for a temporary restraining order and a preliminary injunction barring Lima from working in 
his new role at Microsoft until the expiration of the term of his NCA in May 2021. On June 19, 2020, the 
district court issued a temporary restraining order prohibiting Lima from starting work in the CVP, LATAM 
position pending its decision whether to issue a preliminary injunction. 

The District Court Decision 

In July 2020, the district court held a three-day, in-person evidentiary hearing on IBM’s motion for a 
preliminary injunction – one of the first in-person trial proceedings in the Southern District of New York 
after the court reopened following the onset of the COVID-19 pandemic. IBM called four witnesses, 
including Lima, to testify.11  

On September 3, 2020, the district court issued a 33-page order granting IBM’s motion and prohibiting 
Lima from starting in the CVP, LATAM role at Microsoft until May 2021.12 Applying New York’s three-part 
“reasonableness” test for NCAs, the district court held that Lima’s NCA was reasonable under the 
circumstances.13  

First, the district court ruled that IBM had a legitimate interest in enforcing the NCA because Lima 
possessed IBM’s trade secrets and confidential business information. Although Lima’s position at IBM was 
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not a technical one, the district court found that his knowledge of IBM’s Cloud computing business, 
including information about “strategic initiatives,” “competitive business and pricing strategies, the identity 
of new client targets, anchor clients,” and “IBM’s competitive strategies with respect to ‘head-to-head’ 
competition with Microsoft,” constituted trade secrets.14 The district court determined that all of this 
information is private, closely guarded by IBM, and of great value to IBM and its competitors.15 The district 
court found that Lima’s knowledge of IBM’s “strategies and methodologies” was particularly valuable 
because the nature of the Cloud industry is “very competitive” and “80% of the market is open for 
competition . . . as only 20% of business applications and processes have moved to the cloud.”16  

Second, the district court ruled that enforcing the NCA would not impose an undue hardship on Lima.17 
The district court noted that Lima had received a multimillion-dollar compensation package from IBM, and 
that “[s]ome of that compensation paid for [Lima’s] Non-Compete obligations.”18 The district court 
explained that Lima’s NCA did not bar him from “all gainful employment within [his] industry” – it would 
have allowed Lima to work, for example, in roles at Microsoft that “would not place him in direct 
competition with IBM,” such as in Microsoft’s Office 365, gaming, personal computing, and LinkedIn 
units.19 The district court also noted that, based on his net worth and real estate holdings, Lima would be 
able to comfortably “pay his expenses until the end of the non-compete period.”20 

Third, the district court ruled that enforcing Lima’s NCA would not injure the public.21 Rather, because 
Lima and IBM are “sophisticated parties,” and Lima “accepted good and valuable consideration” in 
exchange for agreeing to the terms of his NCA, the district court held that the public interest would be 
advanced by enforcing Lima’s NCA.22 

The district court held that Lima likely would inevitably use, disclose or rely on IBM’s confidential 
information in his new CVP, LATAM role at Microsoft.23 The district court did not accept Microsoft’s 
argument that IBM is not its “direct competitor,” as the evidence and testimony from IBM’s witnesses 
established that the two companies compete “head-to-head,” “including in cloud computing.”24 “Comparing 
apples to apples,” the district court found that Lima’s recent responsibilities at IBM “overlap significantly” 
with the work he would do in his new role at Microsoft.25 In both his new and old positions, Lima’s 
responsibilities included executing global strategies, participating on global leadership teams and 
“increasing revenue and gaining market share of cloud.”26 The district court further declined to adopt the 
argument that Lima’s confidentiality agreement was sufficient to protect IBM’s interests, finding that, 
notwithstanding a lack of evidence that Lima intended to misappropriate trade secrets, the nature of Lima’s 
responsibilities in the CVP, LATAM role could result in him intentionally or unintentionally doing so.27 The 
district court concluded that, absent enforcement of the NCA, Lima could use, disclose or rely upon his 
knowledge of IBM’s confidential strategies for securing clients and growing its share of the cloud market 
against IBM in his new role at Microsoft.28 

Based on these findings, the district court enjoined Lima from working as Microsoft’s CVP, LATAM, and 
from otherwise “working or providing any services in violation of [his NCA],” through May 18, 2021.29 
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The Second Circuit Decision  

The Second Circuit panel unanimously affirmed the district court’s order. The Second Circuit noted that, 
“[u]nder New York law, ‘negative covenants restricting competition are enforceable only to the extent that 
they satisfy the overriding requirement of reasonableness.’”30 The Second Circuit held that the district court 
did not abuse its discretion in finding the NCA reasonable as applied to the circumstances of the case. 

First, the Second Circuit rejected Lima’s argument that the district court “committed legal error in enforcing 
an overbroad covenant.”31 The Second Circuit held that the district court’s conclusions that “Lima’s job at 
IBM provided him with access to IBM’s trade secrets” and that “Lima would perform substantially similar 
work at Microsoft in an arena where IBM was a direct competitor” were factual findings, and that Lima 
“fail[ed] to demonstrate any of the district court’s findings of fact is clearly erroneous.”32 Accordingly, the 
Second Circuit held that the district court did not clearly err “in concluding, as a predictive matter, that 
Lima would inevitably disclose IBM’s confidential information” in the CVP, LATAM role.33  

Second, the Second Circuit agreed with the district court that the NCA “does not impose undue hardship on 
Lima, as he is currently on Microsoft’s payroll.”34  

Implications  

The Second Circuit’s decision in IBM v. Lima provides greater clarity on scenarios in which an employer 
may enforce an employment noncompete agreement governed by New York law. The Second Circuit has 
issued few opinions regarding such provisions, making this a significant decision.  

Protection of Legitimate Business Interests.  

The decision makes clear that such agreements may be enforced where reasonable to protect legitimate 
business interests, particularly where a high-level executive who has acquired confidential information 
regarding business and pricing strategies, the identity of new client targets and other competitive strategies 
switches sides to work for a competitor in a similar high-level executive role with overlapping 
responsibilities. An employee’s status as an executive may bear on the consideration of whether the 
employee faces an undue hardship, as the executive’s past compensation may provide financial support 
during the noncompetition period.  

Tailored Approach.  

The Second Circuit’s decision highlights the importance of tailoring employment noncompetes to protect 
legitimate business interests. Other circuits applying other state laws have refused to enforce overbroad 
employee noncompetes drafted to prohibit any type of employment for a competitor.35 In contrast, the NCA 
in Lima did not prohibit all employment for competitors – it prohibited employment that could result in 
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using, disclosing or relying upon confidential information, or exploiting customer goodwill. The district 
court noted that the NCA did not bar Lima from all gainful employment within his industry. And the Second 
Circuit also noted that the district court permitted Microsoft to put Lima on its payroll.  

Factual Support.  

Finally, the Second Circuit decision illustrates the type of evidence that can result in the enforcement of an 
employment noncompete agreement against an employee with confidential information. The Second 
Circuit noted that it was “compel[led] to affirm” because the district court based its legal conclusions on its 
factual findings “regarding what job duties were performed by Lima, what Lima learned as he undertook 
those duties, as well as whether that information was highly confidential and how similar his duties were at 
both jobs.”36 The district court heard three days of testimony and considered volumes of documentary 
evidence bearing on these issues before concluding that enforcing the NCA was reasonable based on 
evidence that Lima was exposed to and responsible for IBM’s trade secrets and confidential information 
and likely would inevitably use, disclose or rely on that information in his new role. For example, the 
witnesses at the preliminary injunction hearing testified that Lima attended team meetings in which 
company-wide cloud strategies were discussed, that he prepared and presented confidential information 
concerning IBM’s financial services cloud, budget, and target clients, and that he was responsible for 
making sure IBM’s global strategies were executed, including in Latin America.37 The district court also 
requested and received into evidence a job description for the CVP, LATAM role “in an effort to line up Mr. 
Lima’s job responsibilities at IBM against the proposed job at Microsoft.”38  

IBM v. Lima provides employers and employees with valuable guidance on when employee noncompetes 
governed by New York law may be enforced to protect confidential information and trade secrets.  

 
*       *       *  
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