UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF

CALIFORNIA

Nutanix, Inc. v. Tessell, Inc.

Case No. 24-cv-01729-AMO (N.D. Cal. Mar. 12, 2025) - No. 24-cv-01729-AMO - Decided March 12, 2025

SUMMARY

The United States District Court for the Northern District of California grants Tessell, Inc.’s motion to

compel arbitration of Nutanix, Inc.’s copyright infringement, tortious interference, and declaratory and

injunctive relief claims. The court holds that Tessell, a nonsignatory to Nutanix’s employment

agreements with its former employees, may enforce the arbitration provisions under California’s

equitable estoppel doctrine because the claims are intimately founded in and intertwined with those

agreements. The court also concludes that Nutanix’s claims against Tessell and its parallel claims

against the former employees in arbitration are based on the same facts and are inherently inseparable.

CASE DETAILS

COURT

WRITING FOR THE COURT

JURISDICTION

DECIDED

DOCKET

DISPOSITION

PROCEDURAL POSTURE

STANDARD OF REVIEW

PRECEDENTIAL VALUE

United States District Court for the Northern District of California
Araceli Martinez-Olguin

United States District Court for the Northern District of California
March 12, 2025

24-cv-01729-AMO

other

Defendant Tessell moved under the Federal Arbitration Act to compel
arbitration of three claims asserted by Nutanix and to stay the action.

The district court granted the motion as to the copyright infringement,
tortious interference, and declaratory and injunctive relief claims, and

stayed the remaining claims.

The court applied the Federal Arbitration Act. Formation and validity
of an arbitration agreement are evaluated under a standard similar to
summary judgment; the court decides threshold arbitrability issues
involving judicial doctrines and nonsignatories absent clear and
unmistakable evidence that the parties delegated those issues to the

arbitrator.
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QUESTIONS PRESENTED

1. Whether the district court or the arbitrator should decide the arbitrability of claims asserted against

Tessell, a nonsignatory to the arbitration agreements.

2. Whether Tessell, as a nonsignatory, may compel arbitration under California's equitable-estoppel

doctrine.

3. Whether Nutanix's copyright infringement, tortious interference, and declaratory and injunctive relief
claims are intimately founded in and intertwined with the former employees' employment agreements

and arbitration claims.

4. Whether the remaining claims and action should be stayed pending arbitration under the Federal
Arbitration Act.

HOLDINGS

1. The court, rather than the arbitrator, decides threshold arbitrability issues involving Tessell because
Tessell is a nonsignatory and there is no clear and unmistakable evidence that Nutanix agreed with

Tessell to delegate arbitrability questions to the arbitrator.

2. Tessell may compel arbitration under California's equitable-estoppel doctrine because Nutanix's claims
against Tessell are intimately founded in and intertwined with the employment agreements containing
the arbitration provisions and are based on the same facts as Nutanix's arbitrable claims against the

former employees.

3. Claims I for copyright infringement, VI for tortious interference with contractual relations, and VII for
declaratory and injunctive relief must be compelled to arbitration.

4. The remaining claims and action must be stayed pending arbitration, while the parties' pending

discovery briefs were terminated.

KEY QUOTATIONS

“The Court COMPELS Nutanix’s Claim I (copyright infringement), Claim VI (tortious interference with
contractual relations), and Claim VII (declaratory and injunctive relief) to arbitration and STAYS the

remaining claims.” (Section I1I)

“Nutanix cannot “seek to hold [Tessell] liable pursuant to duties imposed by the agreement, which contains

an arbitration provision,” but “deny arbitration’s applicability.”” (Section 11.B.1.d)

FACTUAL BACKGROUND



Nutanix's founders and former employees, Bala Kuchibhotla, Kamaldeep Khanuja, and Bakul Banthia, allegedly
developed Nutanix Era source code and other intellectual property while employed by Nutanix, retained or
transferred that material, and later used it in connection with Tessell, a competing software company. The former
employees' employment agreements and a related dispute resolution agreement contained broad arbitration
provisions. Nutanix sued Tessell for copyright infringement, tortious interference, and declaratory and injunctive
relief, while simultaneously pursuing arbitration against the former employees based on substantially

overlapping allegations.

PROCEDURAL HISTORY

Nutanix filed an action against Tessell asserting copyright infringement, patent infringement, tortious
interference with contractual relations, and declaratory and injunctive relief. On the same day, Nutanix filed a
JAMS arbitration demand against Tessell's founders based on employment agreements containing arbitration
provisions. Tessell, a nonsignatory to those agreements, moved to compel arbitration of Claims I, VI, and VII

and to stay the case. The court granted the motion and stayed the remaining claims.
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