Apparently, You Should Say What You Mean

By Arthur G. Boylan

he Minnesota Court of Appeals
recently confirmed that parties
to a non-compete agreement are
supposed to mean what they say
and say what they mean. In a seemingly
unremarkable conclusion, the Minne-
sota Court of Appeals found that after
a jury and the district court finds that a
defendant has breached his or her con-
tract, the plaintiff is actually entitled to
the remedies that were agreed to in the
contract in the event of a breach.

In St. Jude Medical, Inc. v. Heath Carter
et al., 899 N.W.2d 869 (Minn. Ct. App.
2017), the Minnesota Court of Appeals
considered a contractual provision that
dictated the right to injunctive relief in
the event of a breach, regardless of wheth-
er the criteria for injunctive relief under
Minnesota law are met. The backdrop for
the decision was a dispute between two
competing medical device companies.
Defendant Heath Carter was employed
for plaintiff St. Jude in various positions
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over eight years, including research and
development work. Mr. Carter and St.
Jude entered into a non-compete agree-
ment containing a remedies provision
that provided (in part):

“Employee recognizes that irreparable
injury will result to [St. Jude], that [St.
Jude’s] remedy at law for damages
will be inadequate, and that [St. Jude]
shall be entitled to an injunction to re-
strain the continuing breach by Em-
ployee ....”

Special Verdict

After a four-day jury trial regarding St.
Jude’s breach of contract and tortious in-
terference claims, the jury answered a spe-
cial verdict question and found that defen-
dant Carter had breached his employment
contract. Because St. Jude indicated prior
to trial that it was not seeking monetary
damages for Carter’s breach of contract,
the jury was not asked to make findings
regarding damages. Instead, St. Jude was
seeking equitable relief in the form of an
injunction.

Here comes the interesting part: although
the district court acknowledged that it was
“bound” by the jury’s finding and also “in-
dependently [found]” that Carter breached
his employment contract, the district court
determined that St. Jude was not entitled to
injunctive relief because the trial court did
not find that St. Jude had suffered irrepa-
rable harm. St. Jude apparently said to itself
“we contracted for that!” and appealed.

The Minnesota Court of Appeals over-
turned and concluded that St. Jude was en-
titled to the requested injunction because
of the clause in the employment contract
stating that any breach of the non-com-
pete agreement would result in irreparable
harm to St. Jude. The court of appeals said
that the district court’s failure to find irrep-
arable harm, despite the language in the
employment contract and case law articu-
lating an inference of harm upon a finding
of breach, resulted in the district court de-
nying St. Jude any form of relief. That was
not right because the district court’s con-

clusion that Carter breached the employ-
ment contract amounted to nothing more
than a “pyrrhic victory” for St. Jude. The
court of appeals acknowledged that this
clause at issue was standard boilerplate
language. Nevertheless, the court opined
that lower courts decision to not give ef-
fect to the contractual provision in the face
of a breach would render the language of
the clause “meaningless.”

Many Perspectives

From one perspective, this decision is
at odds with the longstanding case law in
Minnesota disfavoring restrictive covenants
as potential restraints of trade. The concern
there, of course, is that the prospective em-
ployee did not have equal bargaining power
when the non-compete was negotiated and
had to agree a provision providing that any
breach means that irreparable harm has oc-
curred. A similar criticism could probably
be leveled at many non-compete agree-
ments though and other defenses to the
enforceability of a non-compete remain
very much in play. Another criticism is that
just because parties to an agreement say
something is true does not make it so - and
courts must take care when restraining par-
ties. From another perspective, this is much
simpler. Courts should give effect to all of
the terms of parties’ agreements whenever
possible. Although the district court may
have felt sympathy for the employee-defen-
dant (an understandable instinct that may
even be commendable), the district court
also should not ignore the clear and express
terms of an agreement amongst the parties.
After all, business people rely on the courts
to apply the law and enforce their contrac-
tual agreements. A departure from that
principle is dangerous. If businesses cannot
count on courts to enforce clearly written
agreements, then it will become increas-
ingly difficult for businesses in Minnesota
to succeed.

The Minnesota Supreme Court recently
accepted a review of the decision, so we
will soon find out if you must mean what
you say in Minnesota non-compete agree-
ments or not.



