UNIFORM TRADE SECRETS ACT
WITH 1985 AMENDMENTS

Drafted by the

NATIONAL CONFERENCEOF COMMISSIONERS
ON UNIFORM STATE LAWS

and by it

APPROVED AND RECOMMENDED FORENACTMENT
IN ALL THE STATES

at its

ANNUAL CONFERENCE
MEETING IN ITS NINETY-FOURTH YEAR
IN MINNEAPOLIS, MINNESOTA
AUGUST2 -9, 1985

WITH PREFATORWOTEAND COMMENTS

Approved by theAmerican Bar Association
Baltimore, Maryland, February 11, 1986



UNIFORM TRADE SECRETS ACT
WITH 1985 AMENDMENTS

The Committee that acted for the National Conferenceof Commissionerson
Uniform State Laws in preparing the Uniform Trade SecretsAct with 1985
Amendmentswasasfollows:

LINDSEY COWEN, 24 Ridgewood Drive, Cartersville, GF120,Chairman
THOMAS E. CAVENDISH, 31stFloor, 41 South High Street, Columbus, OH 43215
ROBERTH. CORNELL, 25th Floor, 50 Californi&treet, San Francisco, CA 94111
RICHARD COSWAY, University of Washington, Schoof Law, Seattle, WA 98105
RICHARD F. DOLE, JR., University oHouston, Law Center, 4800 Calhoun, Houston,
TX 77004
CARLYLE C. RING, JR., Room 322-D, 5390 Cherok&eenue, Alexandria,
VA 22312 President (MembelEx Officio)
WILLIAM J. PIERCE, University of Michigan, School of Law, Ann Arbor, Mi8109,
ExecutiveDirector

Final, approved copies tfiis Actand copies oéll Uniform and ModelActs and otheprinted
matterissued by th&€onferencanay beobtained from:

NATIONAL CONFERENCE OFCOMMISSIONERS
ON UNIFORM STATE LAWS
645 North Michigan Avenue, Suitel0
Chicago, lllinois 60611
(312)321-9710



UNIFORM TRADE SECRETSACT
WITH 1985 AMENDMENTS

TABLE OF CONTENTS

SECTION 1. DEFINITION

SECTION 2. INJUNCTIVE RELIEF

SECTION 3. DAMAGES

SECTION 4. ATTORNEY'S FEES

SECTION 5. PRESERVATION OFSECRECY

SECTION 6. STATUTE OF LIMITATIONS

SECTION 7. EFFECTON OTHERLAW

SECTION 8. UNIFORMITY OF APPLICATION AND CONSTRUCTION

SECTION 9. SHORTTITLE

SECTION 10. SEVERABILITY

SECTION 11. TIME OF TAKING EFFECT

SECTION 12. REPEAL



UNIFORM TRADE SECRETS ACT
WITH 1985 AMENDMENTS

(The 1985 Amendmentarelndicated
by Underscorend Strikeout)

PREFATORY NOTE

A valid patentprovidesalegal monopoly for seventeen yeansexchange
for public disclosureof an invention. If, however, thecourtsultimately decidehat
the PatentOffice improperly issued @atent, an invention will havieeen disclosed
to competitorsvith no corresponding benefitn view of the substantial numbeof
patentghat areinvalidated by theourts, many businessasw elect to protect
commercially valuablenformation through reliancapon thestatelaw of trade
secret protectionKewaneeODil Co. v. Bicron Corp.416 U.S. 470 (1974), which
establisheshat neithethe Patent Clausef the United State€onstitution nor the
federal patentaws pre-empistatetradesecretprotection for patentabler
unpatentablenformation, may welhaveincreased thextent of thisreliance.

Therecent decision ilronson v. Quickoint Pencil Co, 99 S.Ct. 1096,
201 USPQ 1 (1979) reaffirmed Kewanaed held that federal patent lawrista
barrierto acontract in which someorsgreedo pay acontinuing royalty in
exchangdor thedisclosureof tradesecretsoncerning groduct.

Notwithstanding theommercial importancef statetradesecret law to
interstatebusiness, thitaw hasnot developed satisfactorilyln thefirst place, its
developments uneven. Although theraypically area substantial number of
reported decision stateghat arecommercial centers, this not thecasein less
populousand moreagriculturaljurisdictions. Secondly, even in stat@s which
therehasbeen significanlitigation, thereis undueuncertainty concerning the
parametersf tradesecrefprotection, and thappropriataemediegor
misappropriation of &radesecret. Onecommentator observed:

“Under technologicaind economipressures, industry continugsrely on
tradesecret protection despitee doubtfuland confused statud both common
law and statutory remedie£lear, uniformtradesecret protection iargently
needed. . ..”

Comment, “Theft offradeSecrets: The Need for aStatutory Solution”, 120
U.Pa.L.Rev. 378, 380-81 (1971).



In spiteof this need, thanost widely accepted ruled tradesecretaw,
8 757 of theRestatemenf Torts, wereamong thesectionsomitted fromthe
Restatement of Torts, 2d (1978).

TheUniform Act codifiesthe basicprinciplesof common law tradeecret
protection, preserving itsssential distinctionfom patent law.Under both theAct
and common lavprinciples, for example, morthan ongperson can bentitled to
tradesecret protection with respect to te@meinformation, and analysigivolving
the“reverseengineering’of alawfully obtained product in order to discovatrade
secret igpermissible.CompareUniform Act, Section 1(2misappropriation means
acquisition ofatradesecretoy meanghat should b&nown to bemproperand
unauthorized disclosum@ useof information thaioneshould know ighetrade
secret ofanother)with Miller v. Owens-lllinois, InG.187 USPQ 47, 48
(D.Md.1975)(alternativeholding) (prior, independent discoverycampletedefense
to liability for misappropriationpnd Wesley-Jessen, Inc., v. Reynpk&2 USPQ
135, 144-45, (N.D.IlIl.1974falternativeholding) (unrestricted saland leas®f
camerahat could baeversed engineered in sevedalysto reveal alleged trade
secretgrecluderelief for misappropriation).

For liability to exist undethis Act, aSection 1(4tradesecret musexist
and eithera person’sacquisition ofthetradesecret, disclosuref thetradesecret to
others, omuseof thetradesecret must benproper under Section 1(2). Timeere
copying of an unpatented itemm®t actionable.

Like traditionaltradesecretaw, theUniform Act containsggeneralkoncepts.
Thecontribution of theUniform Act is substitution of unitary definitionsf trade
secret and tradsecret misappropriation, andganglestatuteof limitationsfor the
variousproperty, quasi-contractual, and violation of fiduciary relationship theories
of noncontractual liability utilized at common lawhe Uniform Act also codifies
theresultsof the betterreasoned case®ncerning theemediedor tradesecret
misappropriation.

The History of the SpecialCommittee on the Uniform Trade SecretsAct

On February 17, 1968, tHéonference’subcommitte@n Scopeand
Program reported to théonference’€xecutiveCommitteeasfollows:

“14. Uniform TradeSecretdrotection Act.
This matter cameo thesubcommittedrom thePatent Law Section of the

American Bar Association from Presiddpierce, Commissioner Joinand
Allison Dunham. It appearghat in 1966 thd?atent Section of th&merican



Bar Association extensively discussedesolution to thesffect that ‘theABA
favorsthe enactmenof a uniform statelaw to protectagainst thevrongful
disclosureor wrongful appropriation of tradgecrets, know-how asther
information maintained in confidend® another.’ It wasdecided, however, not
to put such aesolution to asote at that timebut that theappropriatdPatent
Section Committegvould further considethe problem. In determining what
would beappropriatdor the Conferenceao do at thiguncture, theollowing
pointsshould beconsidered:

(1) At thepresenmuch isgoing on by way of statutory development, both
federally and in thestates.

(2) Thereis afundamentapolicy conflict still unresolved in that theurrent
statestatuteghat protectradesecretgend to keep innovatiorsecret, whileour
federal patenpolicy is generally designed to encourggeblic disclosureof
innovations. It may bgossibleto devisea sensiblecompromisebetween these
two basicpoliciesthatwill work, but to do so demandsoordination otthe
statutory reform effortef both thefederal government and tistates.

(3) TheSection on Patents, teBA group thatis closest to thigproblem,
is not yetready to takea definite position.

It is recommended thatspecial committebe appointed to investigatie
guestion othedrafting ofa uniform act relating to tradsecret protection and
to establish liaison with thBatent Law Section, théorporation, Banking and
Businesd.aw Section, and théntitrust Law Section of thémerican Bar
Association.”

The ExecutiveCommittee, at itidyear Meeting held February 17 and 18,
1968, in Chicago, lllinois, “voted to authorizlee appointment of &pecial
Committeeon Uniform TradeSecretdrotection Act to investigatihe question of
drafting an act on theubject with instructionto establish liaison with thBatent
Law Section, the&Corporation, Banking and Businelsaw Section, and the
Antitrust Law Section of theAmerican BarAssociation.” Pursuanto that action, a
Special Committegvasappointed, which included Profesd®ichard Cosway of
Seattle, Washington, who ieeonly original Committeanember to serveo the
present day.Thefollowing yearsawsubstantiathangesn the membership of the
Committee. ProfessoRichard F. Dole, Jr., diowa City, lowa, becamamember
then and haserved as member evesince.

Thework of theCommitteewent beforethe Conferencdirst on Thursday
afternoon, August 10, 1972, whenantsoneof threeActs considered on first
reading. Thereafter, fomvariety of reasons, thEommitteebecamenactive, and,



regrettably, itoriginal Chairman died on December 7, 1974.1976, the
Committeebecameactiveagain and presentedrifth TentativeDratft of its
proposed bill athe 1978 AnnuaMeeting of theNational Conferencef
Commissionersn Uniform StateLaws.

Despitethefactthat therenad previously beenfast reading, the
Committeewasof the opinion that, becausef the lapseof time, the1978
presentation should also bensidered &rst reading. The Conferenceconcurred,
and thebill was proposed for final reading and adoption at %9 Annual
Meeting.

On August9, 1979, théAct wasapproved and recommended ractment
in all the states. Following discussiomgth membersf thebar and bench, the
Special Committe@roposed amendmerits Section2(b). 3(a). 7 and 11 that
clarified theintent of the1979 Official Text. On August8, 1985, theséour
clarifying amendmenta/ereapproved and recommended for enactment itha!l
states.




UNIFORM TRADE SECRETS ACT
WITH 1985 AMENDMENTS

SECTION 1. DEFINITIONS. Asused in thiAct], unlessthe context
requiresotherwise:

(1) “Improper meansincludestheft, bribery, misrepresentation, breach or
inducementf abreach of aluty to maintain secrecy, or espionapeough
electronicor other means;

(2) “Misappropriation’'means:

(i) acquisition of aradesecretf anothetby aperson who knowsr has
reason to know thahetradesecret wascquired by improper means,

(i) disclosureor useof atradesecret of another without express
implied consenby aperson who

(A) used impropemeando acquireknowledgeof thetradesecret;
or

(B) at thetime of disclosureor use, knew or had reason to know that
his knowledgeof thetradesecret was

() derived from orthrough aperson who had utilized improper
meando acquirei;

(1) acquired under circumstancggr/ing riseto aduty to
maintain itssecrecy ofimit its use; or

(111) derived from orthrough aperson who owed duty to the
person seeking relief to maintain gscrecy ofimit its use; or

(C) beforeamaterial changef his[or her] position, knew or had
reason to know that wasatradesecretand that knowledgef it had been acquired
by accident omistake.

(3) “Person’meansanatural person, corporation, businéssst, estate,
trust, partnership, association, joint venture, government, governmental subdivision
or agency, or any other legal oommerciakentity.



(4) “Tradesecret’'meananformation, including dormula, pattern,
compilation, program, device, method, technique, or process, that:

(i) derivesindependent economw@alue, actual or potential, fromot
being generally known to, and not being readily ascertainapleropemeandoy,
other persons/ho can obtain economi@luefrom its disclosureor use, and

(i) is thesubject ofeffortsthatarereasonablenderthe circumstances
to maintain itssecrecy.

Comment

Oneof thebroadly stated policieBehind tradesecret lawis “the
maintenancef standard®f commercial ethics."KewaneeOil Co. v. Bicron Corp,
416 U.S. 470 (1974)The Restatementf Torts, Section 757, Comment (f), notes:
“A completecataloguenf improper meanss not possible,’but Section 1(1)
includesa partial listing.

Propemeansnclude:
1. Discovery by independent invention;

2. Discovery by “reversengineering”, that is, by starting with thk@own
product and working backward to find theethod by which itvasdeveloped.The
acquisition oftheknown product must, ofourse, also bby afair and honest
means, such gaurchasef theitem on theopen market for reversengineering to
belawful;

3. Discovery under #icensefrom theowner of thetradesecret;
4. Observation of théem in publicuseor on publicdisplay;
5. Obtaining theradesecret fronpublished literature.

Impropermeanscould includeotherwiselawful conduct which ismproper
under thecircumstances.g, an airplaneverflight used aserial reconnaissance
to determinghe competitor’splant layout during construction of thgant. E. I. du
PontdeNemours& Co., Inc. v. Christopher431 F.2d 1012 (CA5, 1970), cert. den.
400 U.S. 1024 (1970)Becauseahetradesecretcan bedestroyed through public
knowledge, theinauthorized disclosui@ atradesecrets also amisappropriation.

Thetypeof accident omistakethatcan result in anisappropriation under
Section 1(2)(ii)(C) involvesonduct by gperson seeking relief that doast



constitutea failure of effortsthatarereasonabl@inderthe circumstance$o
maintain itssecrecy undesection 1(4)(ii).

Thedefinition of “trade secret’containsareasonabléeparturédrom the
Restatement of Tortgirst) definition which required that tTadesecret be
“continuously used in one’Business.”Thebroader definition in th@roposed Act
extendgrotection to glaintiff who hasnotyet had an opportunity or acquired the
meando putatradesecreto use. Thedefinition includesnformation that has
commercialvaluefrom anegativeviewpoint, for exampleheresultsof lengthy and
expensivaesearch which proveblata certain proceswill not work could beof
great valudgo acompetitor.

Cf. TelexCorp. v. IBMCorp,, 510 F.2d 894 (CA10, 1975) per curiam, cert.
dismissed 423 U.S. 802 (1975) (liability imposed fimvelopmental cost savings
with respecto product not marketed)Because tradesecretneed not bexclusive
to confer acompetitiveadvantage, differenhdependent developecan acquire
rightsin the sametradesecret.

Thewords“method, techniqueareintended to includéhe conceptof
“know-how.”

Thelanguagénot being generally known to and not being readily
ascertainabley propemmeandy other personsoesnot requirethat information
begenerally known to theublic for tradesecretrightsto belost. If the principal
persoerpersonsvho can obtain economizenefit from informationHgreawareof
it, thereis no tradesecret. A method of casting metal, for example, may be
unknown to thegenerapublic butreadily known within thdoundry industry.

Information isreadily ascertainablé it is availablein tradejournals,
referencebooks, or published material©ften, thenatureof a product lendstself
to being readily copied asoon ast is availableon themarket. On theother hand,
if reverseengineering isengthy and expensive,@erson who discovetbetrade
secret through reversngineering can hawetradesecret in thenformation
obtained from reversengineering.

Finally, reasonableffortsto maintain secrecy haugeen held to include
advising employeesf the existenceof atradesecret, limiting acces®s atrade
secret on “need to know basis”, and controlling plactess.On theother hand,
public disclosureof information through display, tradeurnal publications,
advertising, oother carelessnesan precludgrotection.

Theeffortsrequired to maintain secrecy arese‘reasonablainder the
circumstances.”The courtsdo not requirgdhatextremeand unduly expensive



proceduredetaken to protect tradsecretsaagainst flagrant industrial espionage.
SeekE. I. du Pont ddNemours& Co., Inc. v. Christophersupra. It follows that
reasonabl@iseof atradesecret including controlled disclosuieemployeesnd
licenseess consistent with theequirement of relativeecrecy.

SECTION 2. INJUNCTIVE RELIEF.

(a) Actual or threatened misappropriation mayergoined. Upon
application to thecourt, an injunction shalbeterminated when th#adesecrethas
ceased to exist, biihe injunction may becontinued for an additional reasonable
period of timein orderto eliminatecommercialadvantagehatotherwisewould be
derived fromthe misappropriation.

(b) :
tseln exceptional circumstancesn injunction may condition futuneseupon
payment ofa reasonableoyalty for no longerthan theperiod oftime thefor which
usecould havebeen prohibited Exceptionakircumstancesclude, but arenot
limited to, amaterial and prejudicial changé position priorto acquiring
knowledgeor reason to know of misappropriation that rendepohibitive
injunction inequitable.

(c) In appropriatecircumstances, affirmativactsto protect @radesecret
may becompelled by court order.

Comment

Injunctionsrestraining futuraiseand disclosuref misappropriated trade
secretdrequently aresought. Although punitiveperpetual injunctionkavebeen
grantede.g, Elcor ChemicalCorp. v. Agri-Sul, Inc.494 S.W.2d 204
(Tex.Civ.App.1973), Section 2(a@f this Act adoptsthe position ofthetrend of
authority limiting theduration of injunctiverelief to theextent of theeemporal
advantag®ver good faith competitorgained by amisappropriator.Seee.g, K-2
SkiCo.v.HeadSkiCo.,Inc., 506 F.2d 471 (CA9, 1974) (maximum appropriate
duration ofboth temporary and permanent injunctiedief is period of timeit
would havetaken defendarb discover tradsecretdawfully through either
independent developmeat reverseengineering of plaintiff’ products).

Thegeneral principlef Section 2(a) and (b) #hat an injunction should last
for aslong asis necessary, buto longerthan isnecessary, to eliminatbe
commerciabdvantag®r “lead time”with respect to good faith competitaitsata
person hasbtained through misappropriatio&ubject to any additional period of
restraint necessary to negéad time, an injunction accordingly should terminate



when aformer tradesecretboecome®ither generally known to good faith
competitorsor generally knowablé thembecausef the lawful availability of
productsthat can beeverseengineered to revealtradesecret.

For example, assuntbat A hasavaluabletradesecret of which B and C,
theother industry members, aceiginally unaware.If B subsequently
misappropriatethetradesecret and ignjoined fromuse, but Aater lawfully
reverseengineershetradesecret, thenjunction restraining B isubject to
termination asoon af’s lead timehasbeen dissipatedAll of the personsavho
could deriveeconomicvaluefrom useof theinformation arenow awareof it, and
thereis no longeratradesecret undefection 1(4).1t would beanti-competitiveto
continueto restrain Bafterany lead timehat B had derived from misappropriation
had been removed.

If amisappropriatoeither hasiottaken advantagef lead timeor good
faith competitorsalready haveaught up with anisappropriatoat thetime that a
caseis decided, futurelisclosureand useof aformer tradesecret by a
misappropriator will nolamagea tradesecret owner and no injunctivestraint of
futuredisclosureand usas appropriate.See.e.g, Northern PetrochemicaCo. v.
Tomlinson 484 F.2d 1057 (CA7, 1973affirming trial court’sdenial of
preliminary injunction in part because explosion at itplant prevented an alleged
misappropriator from taking advantagelead time);Kubik, Inc. v. Hul| 185
USPQ 391 (Mich.App.1974) (discoverability of tragecret by lawful reverse
engineering madby injunctiverelief punitiverather than compensatory).

Section 2(b) dealwith adistingtishablteéhe specialsituation in which
futureuseby amisappropriator will damagatradesecret owner but an injunction

against futureiseneverthelesss tnreasonablandertheparticttarinappropriate
dueto exceptionatircumstancesfacase Situationst-whichthis
trreasonablenesanexistExceptionakircumstancesicludethe existenceof an
overriding publicinterest which requirethe denial ofa prohibitory injunction
against futurelamaging usand aperson’sreasonableelianceupon acquisition of
amisappropriated tradeecret in good faith and without reason to knowtsfrior
misappropriation that would h@rejudiced by grohibitory injunction against
futuredamaging useRepublicAviation Corp. v. Schenk52 USPQ 830
(N.Y.Sup.Ct.1967) illustratethe public interest justification for withholding
prohibitory injunctiverelief. Thecourtconsidered that enjoiningraisappropriator
from supplying theJ.S. with an aircraft weaporontrolsystem would have
endangered military personnalViet Nam. The prejudiceto agood faith third
party justification for withholding prohibitory injunctiveelief can arisaipon a
tradesecret owner’'siotification to agood faith third party that ththird party has
knowledgeof atradesecretasaresultof misappropriation by anotheilhis notice
sufficesto makethethird party amisappropriatothereafteunder Section




1(2)(i)(B)(1). In weighing an aggrieved personigerestsand theinterestof a
third party who haselied in good faith upon hisr her ability to utilize
information, acourt may concludéhat restraining futureseof theinformation by
thethird party isunwarranted. With respect to innocent acquirdrs
misappropriated tradgecrets, Section 2(l§ consistent with th@rinciple of 4
Restatement Tortdirst) 8 758(b) (1939), bukjectsthe Restatement’iteral
conferralof absolutammunity upon all third partiesvho havepaid valuein good
faith for atradesecret misappropriated by anothéie position taken by the
Uniform Act is supported byrorest Laboratories, Inc. v. Pillsbur€o., 452 F.2d
621 (CA7,1971) in which @efendant’urchasef asset®f a corporation to
which atradesecrethad been disclosed in confidenwasnot considered to confer
immunity upon thedefendant.

When Section 2(b) applies,caurtisgtvenhasdiscretion to substitutan
injunction conditioning futur@&iseupon payment of aasonableoyalty foran
injunction prohibiting futurause. Like all injunctiverelief for misappropriation, a
royalty order injunction isppropriateonly if a misappropriator hagbtained a
competitiveadvantagehrough misappropriation and only for tderation of that
competitiveadvantage In somesituations, typically thosenvolving good faith
acquirersof tradesecretsmisappropriated by otherscaurt may concludéhat the
sameconsiderationghatrender gorohibitory injunction against futunese
inappropriatealso render aoyalty orderinjunction inappropriate See, generally,
Prince Manufacturing, Inc. v. Automatiartner, Inc, 198 USPQ 618
(N.J.Super.Ct.1976) (purchas#rmisappropriator'sassetgrom receiver aftetrade
secret disclosed to publtbrough salef productnot subjecto liability for
misappropriation).

A rovalty orderinjunction undeiSection 2(b) should beistinquished from
areasonableoyalty alternativeneasuref damagesinder Section 3(a)Seethe
Comment to Section 3 fatiscussion ofhedifferencedn theremedies.

Section 2(c) authorizawandatory injunctionsequiring thaia
misappropriator return thieuits of misappropriation to an aggrieved persery,
thereturn of stolen blueprintsr thesurrender of surreptitioyshotograph®r
recordings.

Wheremorethan oneperson isntitled to tradesecret protection with

respect to theameinformation, only thabnefrom whommisappropriation
occurred ientitled to aremedy.
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SECTION 3. DAMAGES.

(a) addition-to-ofintietofnjunctiveretief Except to theextentthat a

material and prejudicial chan@é position prior to acquiring knowledga reason
to know of misappropriation rendeasnonetary recovery inequitabla
complainantmays entitled torecover damagdsr theactaaHossatsedby
misappropriation A-complathaniatse-may-recoverfoDamagesan includeboth
theactuallosscaused by misappropriation atfte unjustenrichment caused by
misappropriation that isottaken into account in computing-tamadesactual
loss. In lieu of damagesneasured by any other methods, d@nagesaused by
misappropriation may bereasured by imposition of liability for eeasonable
royalty for amisappropriator'sinauthorized disclosui@ useof atradesecret.

(b) If willful and maliciousmisappropriation exists, th@urtmay award
exemplary damages an amount not exceeding twie@y award madander
subsection (a).

Comment

Like injunctiverelief, amonetary recovery for tradgecret misappropriation
is appropriateonly for the period in which information igntitled to protection aa
tradesecret, plushe additionalperiod, ifany, in which amisappropriator retainsn
advantag®ver good faith competitotsecaus®f misappropriation.Actual
damageo acomplainant and unjust benefit tax@sappropriator areaused by
misappropriation during thisme alone. SeeConmarProductsCorp. v. Universal
SlideFastenerCo., 172 F.2d 150 (CA2, 1949no remedy for period subsequeat
disclosureof tradesecret by issued paten@arbolineCo. v. Jarboe454 S.W.2d
540 (M0.1970) (recoverablmonetary relief limited to period that it would have
taken misappropriator to discover tragicret without misappropriationA claim
for actual damageand net profitsan becombined with alaim for injunctive
relief, but, if both claimsaregranted, thenjunctiverelief ordinarily will precludea
monetary award for period in which thanjunction iseffective.

As long asthereis no doublecounting, Section 3(a) adopise principle of
therecentcasesllowing recovery of both aomplainant’sactual losseand a
misappropriator’'sinjust benefithatarecaused by misappropriatiork.g., Tri-

Tron International v. Velto, 525 F.2d 432 (CA9, 19{bpmplainant’dossand
misappropriator’'denefitcan becombined). Becauseertain casemay have
sanctioned doubleounting in acombined award of lossesd unjust benefig.g,
TelexCorp. v. IBM Corp, 510 F.2d 894 (CA10, 1975) (per curiam), cert.
dismissed, 423 U.S. 802 (1975) (IBMcovered rental®st dueto displacement by
misappropriator'productswithout deduction foexpensesaved by displacement;
asaresult of rough approximatioredopted by thérial judge, IBMalso may have

11



recovered developmentabstssaved by misappropriatéihrough misappropriation
with respecto thesamecustomers), théct adoptsan expresgrohibition upon the
counting of thesameitem asboth alossto acomplainant and an unjust bendbta
misappropriator.

As an alternativeo all other methodsf measuring damagesused by a
misappropriator'past conduct, aomplainantan request that damadesbased
upon ademonstrably reasonalieyalty for amisappropriator’'sinauthorized
disclosureor useof atradesecret. In orderto justify thisalternativemeasuref
damages. thenmust becompetent evidenoaf theamount ofa reasonableoyalty.

Thereasonableoyalty alternativemeasuref damagegor a
misappropriator'past conduct under Section 3(aYyéadily distinguishablérom a
Section 2(bYoyalty orderinjunction, which conditions misappropriator’§uture
ability to usea tradesecretupon payment chreasonableoyalty. A Section 2(b)
royalty order injunction isippropriateonly in exceptionatircumstances; whereas
reasonableoyalty measuref damagess a generabbption. Becauseésection 3(a)
damagesireawarded for anisappropriator’gastconduct and &ection 2(b)
royalty order injunction regulatesmisappropriator’'suture conduct, both remedies
cannotbe awarded fothe sameconduct. If aroyalty orderinjunction isappropriate
becausef a person’smaterialand prejudiciathangeof position prior to having
reason to know thad tradesecret haveen acquired froma misappropriator,
damages. moreover, should notdwearded foipastconduct that occurred prior to
noticethat amisappropriated tradeecret haveen acquired.

Monetary relief can bappropriatavhetheror not injunctiverelief is
granted unde$ection 2.1f aperson charged with misappropriation lz&stired
materially and prejudicially changed position in reliang®nknowledgeof atrade
secretacquiredn good faith.and withouteason to know of itenisappropriation by
another, however, theameconsiderationshat can justify denial of all injunctive
relief also can justify deniadf all monetary relief. SeeConmarProductsCorp. v.
Universal SlideFastenerCo., 172 F.2d 1950 (CA2, 1949) (no relief against new
employerof employeesubject to contractual obligation not to discldeemer
employer’stradesecretsvherenew employer innocently had committed $40,000 to
develop theéradesecretgrior to noticeof misappropriation).

If willful and maliciousmisappropriation i$ound to exist, Section 3(b)
authorizeghe court to award @omplainant exemplary damagesaddition to the
actual recovery unde3ection 3(apn amount noéxceeding twicehat recovery.
This provision followsfederalpatentiaw in leaving discretionary trebling to the
judgeeven though thermay beajury, compare35 U.S.C. Section 284 (1976).
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Whenevemorethan oneperson ientitled to tradesecret protection with
respect to theameinformation, only thabnefrom whommisappropriation
occurred ientitled to aremedy.

SECTION 4. ATTORNEY'’S FEES. If (i) a claim of misappropriation is
madein bad faith, (ii) amotion to terminaten injunction ismadeor resisted in bad
faith, or (iii) willful and malicious misappropriation exists, tr@urt may award
reasonablattorney’sfeesto theprevailing party.

Comment

Section 4 allows court to award reasonabdgtorney feeso aprevailing
party in specified circumstancaesadeterrent to specioudaimsof
misappropriation, to specioedfortsby amisappropriator to terminaiajunctive
relief, and to willful and maliciousnisappropriation.In thelatter situation, the
court should takento consideration thextent to which aomplainant willrecover
exemplary damages determining whether additional attorneyéesshould be
awarded.Again, patentaw is followed in allowing thgudgeto determinevhether
attorney’sfeesshould beawarded even if thens ajury, compare35 U.S.C.
Section 285 (1976).

SECTION 5. PRESERVATION OF SECRECY. In an action undethis
[Act], a courtshall preservéhesecrecy of an alleged tradecret by reasonable
means, which may includgranting protectiverdersin connection with discovery
proceedings, holding in-camenaarings, sealing theecordsof the action, and
ordering any person involved in tiiégation not to disclosen alleged tradsecret
without prior courtapproval.

Comment

If reasonablassurancesf maintenancef secrecy could not bgiven,
meritorioustradesecret litigation would behilled. In fashioning safeguardsf
confidentiality, acourt mustensurehatarespondent iprovided sufficient
information to present defenseand atrier of fact sufficient information to resolve
themerits. In addition to thallustrativetechniquespecified in thestatute, courts
haveprotected secrecy in thesasedy restricting disclosuret® aparty’scounsel
and hisor herassistantand by appointing disinterested expert asspecialmaster
to hear secret information and repodnclusiongo thecourt.
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SECTION 6. STATUTE OF LIMITATIONS. An action for
misappropriation must beroughtwithin 3 yearsafterthe misappropriation is
discovered oby theexerciseof reasonabléliligenceshould havébeen discovered.
Forthe purpose®f this section, acontinuing misappropriation constitutasingle
claim.

Comment

Therepresently isa conflict of authority ago whether tradsecret
misappropriation ig continuing wrong.CompareMonolith Portland MidwesCo.
v. KaiserAluminum &Chemical Corp.407 F.2d 288 (CA9, 1969)(nmota
continuing wrong under Californi@aw — limitation period upon altecovery begins
upon initial misappropriationyith UnderwaterStorage, Inc. v. U. S. Rubb@o.,
371 F.2d 950 (CADC, 1966), cert. den., 386 U.S. 911 (196@ntinuing wrong
under genergbprinciples— limitation period with respect to specificact of
misappropriation beginat thetime that theact of misappropriation occurs).

This Act rejectsa continuing wrong approach to tis¢atuteof limitations
but delaygshe commencemendf the limitation period until an aggrieved person
discoversor reasonably should hawdéscovered thexistenceof misappropriation.
If objectively reasonableoticeof misappropriation exists, thrgearsis sufficient
timeto vindicateone’slegal rights.

SECTION 7. EFFECT ON OTHER LAW.
(a) Fhis Exceptasprovided in subsection (b), thjact] displaces

conflicting tort, restitutionary, and other lao¥ this Statepertaititrgtaoroviding
civil kabtlity- remediedor misappropriation oé tradesecret.

(b) This[Act] doesnot affect:

(1) contractuatoepthereivitiability-or rettefthatis remedies, whether

or not based upon misappropriationatradesecret-oer

(2) eriminattabitity-for othercivil remediesthat arenot based upon
misappropriation of &radesecret, or

(3) criminal remedies, whethesr not based upon misappropriation of a
tradesecret.
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Comment

This Act ts-hetacomprehenstreemedydoesnot dealwith criminal

remediedor tradesecretmisappropriation and isot acomprehensivetatement of
civil remedies It appliesto dutiestmposedbytawtrordea duty to protect
competitively significant secret information thatimsposed by law It doesnot
apply to-dutiesa duty voluntarily assumed through an expressin implied-in-fact
contract. Theenforceability of covenantsotto discloseradesecretand
covenantsiot to competehatareintended to protect tradgecrets, for example;-are
is governed by other lawThe Act also doesiot apply to-dutieg duty imposed by
law that-ards not dependenipon theexistenceof competitively significansecret
information, likean agent’sluty of loyalty to hisor herprincipal.

SECTION 8. UNIFORMITY OF APPLICATION AND
CONSTRUCTION. This[Act] shallbeapplied and construed to effectudte
general purpos® makeuniform thelaw with respect to theubject of thiAct]
among statesnacting it.

SECTION 9. SHORT TITLE. This[Act] may becited asthe Uniform Trade
SecretsAct.

SECTION 10. SEVERABILITY. If any provision of thigAct] or its
application to any person or circumstancekeld invalid, thanvalidity doesnot
affect other provisionsr applicationsof the[Act] which can begiven effect
without theinvalid provision or application, and to thésd theprovisionsof this
[Act] are severable.

SECTION 11. TIME OF TAKING EFFECT. This[Act] takeseffecton

, and doest apply to misappropriation occurring pritrthe
effectivedate. With respecto acontinuing misappropriation that began prior to the
effectivedate, thgAct] also doesot apply to thecontinuing misappropriation that
occursafter theeffectivedate.

Comment

TheAct appliesexclusively to misappropriation that begiafer its
effectivedate. Neithermisappropriation thategan and ended befaitee effective
datenor misappropriation thdiegan befor¢he effectivedateand continued
thereafter isubject to theAct.
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SECTION 12. REPEAL. Thefollowing Actsand partof Acts arerepealed:
1)
2)
(3)

16



	UNIFORM TRADE SECRETS ACTWITH 1985 AMENDMENTS
	TABLE OF CONTENTS
	PREFATORY NOTE
	SECTION 1. DEFINITIONS.
	SECTION 2. INJUNCTIVE RELIEF.
	SECTION 3. DAMAGES.
	SECTION 4. ATTORNEY’S FEES.
	SECTION 5. PRESERVATION OF SECRECY.
	SECTION 6. STATUTE OF LIMITATIONS.
	SECTION 7. EFFECT ON OTHER LAW.
	SECTION 8. UNIFORMITY OF APPLICATION ANDCONSTRUCTION.
	SECTION 9. SHORT TITLE.
	SECTION 10. SEVERABILITY.
	SECTION 11. TIME OF TAKING EFFECT.
	SECTION 12. REPEAL.


