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APPENDIX A

Uniform Trade Secrets Act*

Commissioners’ Prefatory Note

A valid patent provides a legal moJ {yfor seventeen years in

exchange for public disclosure of an i _ ¢ If, however, the
courts ultimately decidesthat'the Patent Oﬁg‘;mproperly issued a
patent, an invention will'have'been disclosed £0 competitors with no
corresponding benefitslfi'™V the substantial number of patents
that are invalidated b £5/ many businesses nowelect to pro-
tect commercially valuak ation throngh reliance upon the
state law of trade segrét padt . Kewanee Oil Co, v Bicron Corp.,
416 U.S. 470 (1974), which éstdblishes that neither the Patent Clause
of the United Sta tiom the federal patent laws
pre-empt state trade segfet pre ection f pﬁenmble Or unpatentable

information, may well haye increased the extent of this reliance.
g dikA crddi = -

The recent decision ig'4r0nson :v,unicﬁ‘Zoint Peneil Co., 99 S.Ct.
1096, 201 USPQ 1 (1979) geaffiemed ke and held that federal
patent law is not a barri tq,gl?;pntrac&_ij.s_ﬁhich someone agrees
10 pay a continuing royalty in E‘Ehangcfag?_ihe disclosure of trade

secrets concerning a produef.=<= S -

(Y]

Notwithstanding tHe commercial i portan itadle secret
law to interstate BiiSiness, this law has not developed satisfactorily.
In the first place, its development is uneven. Although there typically
are a substantial number of reported decisions in states that are com-
mercial centers, this is not the case in less populous and more agricul-
tural jurisdictions. Secondly,evenyin states-imywhich therghag:been
significant lifigation, there fis undiie uncertainty, concerning tie pa-
rameters of trade secret protection, and the appropriate remedies for
misappropriation of a trade secret® One commeritator observed: |

* Reprinted with the permission of | ‘togetherwith statés adoptingit through

Nationall Conference of Commissioners January 1, 1990 is at Appendix AA-1]
on Uniform State Laws, 645 North infra.
Michigan Ave., Chicago, Illinois, 60611. All footnotes reflect your author’s
The Commissioner revised this Act in comments, which are per force, prelimi-
August 1985. The revised version nary.
A-1

(Rel.37-3/91  Pub.738)

X -2 m=TDTo>

A
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_Reynolds, 1825USPQ 135, 144-45

TRADE SECRETS A-2

“Under technological and economic pressures, industry contin-
ues to rely on trade secret prdtection despite the doubtful and con-
fused status of both common law and statutory remedies. Clear,
uniform trade secret protection is urgently needed. . ..”

Comment, “Th;ft of Trad

acrets: The Need for a Statutory
8 81 (1971).

In spite of this need e mos wi d rules of trade secret
law, § 757 of the | S, among the sections
omitted from the Tortsped (1978).

‘ ¢ prineiples of common law
trade secret pr ' eserying ssential distinctions from pa-
tent law. Under 06th she and ommon law principles, for exam-
ple, more than ongspe n be ént Hed to teade Recret protection
formati d 2 volving the “re-
) e duet 10 order to discov-
er a trade secretdS pgfmiSsible; ¢ orm Act, section 1(2)

A isi radesecret by means that

should be known §6 } unauthorized disclosure or use
of information that gfie shoi W i8.the trade secret of another)
with Miller v. Owens-Iliio1s; Fnc. “WUSPQ 47, 48 (D.Md.1975)

(alternative holding) (pﬁgfﬁ? = nde ni discovery a complete de-
fense to 1iabj5jty for ﬂﬁ'saﬁi'fé jation) and, Wesley-Jessen, Inc., v.
: alternative hold-

1 The Restatéraent of Torts, perhaps such right
ted numerous se,gns, including ists under conventional trade secret
due to the Reporters’ express view that law. Koch Eng’r €o. v. Faulconer, 227
they had become parf of-an independent 813, 610 P.2d 1094, 1096, 1105

body nfair i it might be possi-
Regulation | amentlof T that a tradesecret owner
2d 1-2 @979). ‘ : tes usively through
51 manufacturing licensees might not be di-

an-

‘ Typically, courts require that a : sle } isappropriator to
HRAS IO Bl Y bere -
. See §LOT{]Isupr s fidence, see Sims'v. ks,

@express requirement, in the Uniform nc,, 444 F. Supp. 1277, 198 USP.Q.
Trade Secrets Act, of ownership. See, 59, 63 (E.D. Pa. 1978), rev'd, 608 F.2d
specifically, Act §§ 2, 3 and 4, the key 87,203 U.S.P.Q. 961 (3d Cir. 1979) (this
remedial provisions. Under the Act ap-  decision seems incorrect on the limited
proach, therefore, presumably an exclu-  aspect pertaining to trade secret misap-
sive trade secret licensee would be enti-  propriation).

(Rel.37-3/91 Pub.738)
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A-2.1 APPENDIX A

ing) (unrestricted sale and lease of camera that could be reversed en-
gineered in several days to reveal alleged trade secrets preclude relief
for misappropriation).?

For liability to exist under th
exist and either a per
of the trade secret ta.0
proper under sectior
is not actionable

Like traditio t contains gen-

' ' ued on page A-3)

2 Your author does nof'secth
the comparison. P
posed Uniform Act is
rule out indepcm‘ient

ndependent develop-
§ 5.04[1] and §

ﬂuﬂqwamswaﬂni
QRAINTUNRINNAE

(Ré1.22-8/86 Pub.738)
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A-3 APPENDIX A

eral concepts. The contribution of the’ Uniform Act is substitution
of unitary definitions of trade secret and trade secret misappropria-
tion, and a single statute of limitations for the various property,
quasi-contractual, and violat W duciary relationship theories of

utilize on law. The Uniform Act

ned cases concerning the

am. It appears that in
Bar Association exten-

WO
sively discussed a r&o@g}n 7 ect that ‘the ABA favors the
enactment of a unxf_ form’state law-toiprotect agamst the wrongful
d1sclosplin or wmngful appropri e Secrets, know-how

or othe DioiHatiof-inaintained-in-confidence’dy another.’ It was

time but e ap)
further cofisider the problem. In determmmg what would be ap-
. propriate forthe, Conference tofé at this j )uncture, the following

g i j lﬂrl?eﬁﬁ ﬂoxng :d:y way olrst]atutory develop—

ment, both federally and in the states.

ol ﬁ@ﬁ%&iﬁtﬂﬁ%ﬁﬁﬁ?z

keep innovations secret, while our federal patent policy is
generally designed to encourage public disclosure of innova-
tions. It may be possible to devise a sen51ble compromise
between these two basic policies that will work, but to do so
demands coordination of the statutory reform efforts of both
the federal government and the states.

(Rel.14-9/80 Pub.738)
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TRADE SECRETS . A4

“(3) "The Section on Patents, the ABA group that is closest to this
problem, is not yet ready to take i definite position.

It is recommended that a speci

2 commrttee be appomted to

The Executive | idyear Mecting'held February

17 and 18, 1968, i : _ ‘voted to authorize the ap-
pointment of a Spec1 Unifor de Secrets Protec-
tion Act to investigal the subject
with instructions to & _aw Section, the

Corporation,B nKing A B ' , anc he Antitrust

Law .Section of the rican .Bat- ' 1.’ Pursuant to that

action, a Specml Comuaitig a ed; w ich included Profes-

sor Richard Cosway of S¢ ashington, who is the only original

Committee member to s€rve ﬁb& : day The following year

saw substantial changes id-fhe 'm the Committee.

Professor Richard F. Dole, ‘:‘jrﬁ owa, became a mem-
m‘éin

The worko thie-Commit ce-went-before-the-Camtesedce first on
Thursday afternoon, A ugust oneef three Acts
considered on first eading. Ther "Vari reasons, the
Commlttee became mactwe, ‘and, regrettably, its original Chznrman

‘ died on’ 976 tHUCommmee became active
again an 1 ro at the
1978 Annql eeting O t e of ) ioners

on Uniform State Laws.

IR %%ﬂtﬁ%ﬂﬁﬁ:ﬁ 1)

1978 presentatlon should also be considered a first reading. The
Conference concurred, and the bill was proposed for final reading
and adoptlon at the 1979 Annual Meeting.

On August 9, 1979, the Act was approved and recommended for
enactment in all the states.

(Rel.14-9/80 Pub.738)
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Sec.

SRR R B B G N s

y—t
=

11.

12

Be it enacted
Section 1. [D

As used in this Ac un

M

@

APPENDIX A

Uniform Trade Secrets Act

Definitions
Injunctive Relief.

Damages.

Attorney’s

Preservations
Statut

Effec
Unifg
Short g
Severability
Timefor Jh
Repea

xt requires otherwise:

“Improper_mieait: : bribery, misrepresenta-
tioijybr ; “Rof 8 duty to maintain
'F —GF-ESPiE 07 other means;

‘s
4

®

i1

| - _ . rlj
UISltIOIl of a trade secret of another by a person who
g0 has reason t ow that the trade secret was

aum Y Pl v

express or unp?ed consent by a person who

9 m NG T e Meh [}amTiha e

(B) atthetime of disclosure or use,? knew or had reason
to know that his knowledge of the trade secret was

3 Does use refer to any use or initial  balance of the proposed Act.
use? Presumably the latter, given the

(Rel.14-9/80 Pub.738)
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AT APPENDIX A

(i) 1is the subject of efforts that are reasonable under
the circumstances to maintain its secrecy.’

‘Commissioners’ Comment

One of the broadly stated policies be-  Because the trade secret can be de-
hind trade secret law is ‘“‘the mainge stroyed through public knowledge, the
om authonized disclosure of a trade secret

‘ §§ also a misappropriation.
jtyne of accident or mistake that

\'hh— .
Foc (f) _ﬂ; in a misappropriation under

416 US 470 (1974
of Torts, Secuo 7

notes: 2sceien f im- TUSEEH0 2)(ii)(C) mvolves conduct by

proper mean OSSiolSy” perso ing relief that does not con-

tion {1) includes asPacudl Hstids. stitute failure of efforts that are reason-
Proper mea

\Q;F 'H{"; circumstances to main-
Lt \‘%;:‘ under Section 1(4)(i).

. Discoveg ‘

tioix; D A“\ ition of “trade secret” con-
2. Discover Mtains easonable departure from the
ing”, that isg®y s - -\ ™ Torts (First) definition
product and wg : i, required that_ a trade secret be
the method byfwhigh ighe clopd finuously used in one’s business.”
The acquisition of thd' kaiows ; 5 ’\‘ definition in the proposed
£ R e e protection to a plaintiff who

must of course, alSo bghby a f: H d hiop- | ‘ el 2 57 '
est means, such as plirchasf*ef the1te; C pportunity or ac-

ired the means to put a trade secret
use. The definition includes informa-
ion that has commercial value from a
iewpaint, for example the re-

on the open marketfor saves
ing to be lawful;
3. Discovery undera

owner of A thy and expensive research
4. Obss; s Tha a certain process wiil

use or o ‘5{ oulkibe of great-value to a
5, Obtain@ tf orbm

published litggature. Cf. Telex<Corp. v. IBM Corp., 510

Imoroperm s could include other-  F.2d 894 (CA 10 1975) per curiam,

.. 1 h TODE S. 802 (1975) (hia-
mstan ﬂﬁ. velopmental cost
t T product not mar-

;anc to determme the competitor’s kcted). Because a trade secret need not

lant layout durmg construction of the  be éXelusive to confer a“:metmve ad-
m t develop-
, 4 e trade

5, '1970) cert. den 4OOU S. 1024 (1970) secret.

‘9 And, presumably, is secret. Secrecy  ber of competitors. See §.2.07(2] supra.
need only be relative, ie, known to 10 See § 2.02[1]N. 16.
more than one but only a limited num-

(Rel24-5/87 Pub.738)
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TRADE SECRETS A-8

<

The words “method, technique” are
intended to include the concept of
“know-how.”

The language “not being generally
known to and not being readily ascer-
tainable by proper means b -. ergper-
sons” does not require t
be generally kno
trade secre: rightssg b
cipal person whesean Obtain ec no
benefit from TS awdTe of i

can have a trade secret in the informa-
tion obtained from reverse engineering.

Finally, reasonable efforts to maintain
secrecy have been held to include advis-
ing employees of the existence of a trade
secret, limiting access o a trade secret
on “need to know basis”, and control-
g plant access. On the other hand,

disclosure of information
h display, trade journal publica-

fi it 1on 1 Vertising, or other carelessness
there is no irad ‘ od of protection.

casting mezal, fo
known to th
known within
Informag
itis available ingfa
books, or pudlishe
the nature®or 24P
being readily cgpiredie
able on the #¥2rkg
if reverse engine;
pensive, a p<ISOn
trade secret toroug

Section 2.
(a)
11 What dges “ava

lished matefi2is’” mean? Available in the
patent prior aq‘oabvxousn&ss sense,

abr b

era“ avaliadie literature?

Presumabiy information 1&1150 readi-

9 Wﬁ‘mﬁﬂﬁlﬁﬂ

marketed product.

The Act is similarly silent as to
whether the person entitled to relief
must be the “owner” of the trade secret
or whether some other person, such as
an exclusive licensee, would be entitled

=fforts reqmred to maintain se-
“reasonable under the
m ' The courts do not re-
reme and unduly expensive
be taken to protect trade se-
. flagrant industrial espio-
. du Pont de Nemours &
\ \ hrzstopher, supra. It follows
able use of a trade secret in-
\ ontrolled disclosure to employ-
dlicensees is consistent with the
ent of relative secrecy.

atifn, may be enjoined.

ot the ot .
) the ‘\‘« 1on shall be termi

O relief. east one court has deter-
mined un Rule 19 of the Federal
Rul&s of Civil Procedure that the owner

t an indispensable
m'lm@. ‘hich his exclusive
hccnsee for a defined territorial area
an action againgt a third party

Denison,
?‘j H& tal Ans’
21 3—606 (W.D.

Pa. 1981) (the court placmg great em-
phasis upon the otherwise remediless
status the plaintiff would have because
of in personam jurisdiction consider-
ations related to licensor and to the de-
fendants).

(Rel.24-5/87 Pub.738)
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A-8.1 APPENDIX A

nated when the trade secret has ceased to exist, but the in-
Jjunction may be continued for an additional reasonable peri-
od of time in order to eliminate commercial advantage that
otherwise would be derived from the misappropriation.!2

(Text continued on page A-9)

12 The proposed Agiis Lot vag dagisions which stress the absence of de-
on the appropriate i T 1njun i8nt’s independent development and
tive relief. See § ordingly enjoimr not for a theoretical
Nn. 12-13 supr@™Gausging 1 lead-time period, burt rather for defen-
ment (see N Lduintf i period of independent de-
ers have not focus

AULINENINYINS
ARIAATANNINGIAY




A-9 APPENDIX A

(b) If the court determines that it would be unreasonable to
prohibit future use, an injunction may condition future use
upon payment of a reasonable royalty for no longer than the
period of time the use could have been prohibited.*?

(¢) In appropnate ;i
trade secre

nces, affirmative acts to protect a
ed by court order.

Y

~. ;; 5 mxs51 ment

Injunctions Festraining fiture Use an obtained through misappro-
disclosure of asaBPropmaie: Sg Subject to any additional
crets frequently Although = period of restraint necessary to negate

punitive pespétual imflinetions b ad. t; injunction accordingly
granted, e.g., dileor orD. 0 ninate when a former trade
Agri-Sul, In€, 49 LAl exs S secret becomes either generally known
Civ.App.1973)48ecu ' Llhis.Act h competitors or generally
adopts the p@Sitiont ofi't - 2 wal e 0 them because of the lawtul
thority limfiting of products that can be re-
tive relief to ered to reveal a trade secret.
advantage o ample, assume that A has a
gained by a mig p able ade secret of which B and C,
K-2 Ski Co. v. Head % the ther industry members, are origi-
2d 471 (CA9, 197 (, aware. If B subsequently misap-
priate duration of opriates the trade secret and is
permanent injunctive re 1 ~enjoined from use, but C later lawfully
time it would haveiaken -"b" dant. ngineers the trade secret, the
discover trade estraining B is subject to ter-

k™
either ing enl or o \f; n as B’s lead time has
verse engifies

ducts). d derive economic value from use of
The g principle of section 2(2)  the inform i

n are now aware of it, and
and (b) is that an injunction should 1ast  there is no longer a trade secret under

for as long as i‘ rﬁssary. but no long t1 n l 3 be anti-competi-
t xﬁm 1 ﬁ %tmm B after any
réi segor [Fl¢ ad derived from

resfidet to good faith compen'tors mxsappropnatxon had be‘n removed.

9 Wﬂmﬂﬁmﬁiﬁﬂ VA s

where injunctive relief ought be applied.  proven ability to independently develop.
See AMolinaro v. Burnbaum, 201 See § 7.08[1] supra.

U.S.P.Q. 150, 165 (D. Mass. 1978) (or-

dering royalty invites misappropria- 15 This conclusion is not sound as to
tion). Reasonable royalty has relevance  every situation. For example, in pioneer-
as a possible measure of damages. See  ing technology, each of the initial three
§ 7.08[3][b] Nn.93-94 supra. entrants to the industry might develop

(Rel.14-9/30 Pub.738)

All of the persons who'
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TRADE SECRETS A-10

If a misappropriator either has not a misappropriator from supplying the
taken advantage of lead time or good U.S. with an aircraft weapons control
faith competitors already have caught system would have endangered military
up with a misappropriator at the time personnel in Viet Nam. The prejudice to
that a case is decided, future disclosure  a good faith third party justification for
and use of a former trade hi ¢ L withholding prohibitory injunctive relief
misappropriator will notdama il 7 arise upon a trade secret owner’s

: :x\\_‘,r . el
secret owner and no injuni ALy ication to a good faith third party
of future disclosure 2 Nt:_:“  appropr third party has knowledge of 2
ate.® See, e.g., N0 errochgmical t as a result of misappropria-

Co. v. Tomlinson, 48+ E=2d"1057 A7“%§xa. This notice suffices to
1973) (affirmiflg trial t’s degial of ake the'third party a misappropriator

preliminary inj under section 1(2}iBXT).
an -explosion at | 3 C¥ented [n weighing an aggrieved person’s inter-
alleged misappfopri 2 ads | &sis and theyinterests of a-third party
vantage offlead gfime i /¥ ‘who haszelied in good faith upon-his or

Hull, 185 USQ® 33 o utilize information, a court:

(discoverabidity o T2y C hat restraining future use
reverse enginesging fma injuncy \\ nation by the third party is
relief punitivgiratier ghan cOn oy \3\1 ' With respect to innocent
tory). = F Jacqui TS of misappropriated trade se-

Section 2(b) dezl - LS, section 2(b) is consistent with the
ble situation in whi€h fu s &0 principle of 4 Restatement Torts (First)

misappropriator ¥
cret owner but an 1nj
ture use nevertheless
- under the partic
case. Sitnations ir

758(b) (1939), but rejects the Re-

tatement’s literal conferral of absolute
“fmmmunity upon all third parties who
g id value.in good faith for a trade
propriated by another. The
& ’ )y the Uniforr.n Act is
ubl d by Forest Laborartories, Inc. v.
quires the d&iial 6 Isbury Co., 452 F.2d 621 (CAT, 1971)
tion again :“ ture damaging use 20d 2 in which a*defendant’s purchase of as-

person’s reasonable reliance upon acqUi-  gupg of 5 corporation to which a irade
g priated trade secrétd

§iti of a misz , di in confidence
1 ‘ gjoﬂﬁ’ \ comsidered to confer immunity
0 or @isappropgiation tk uponethe defe :

I : » oy .t iy ) ) = )
wﬂ]d be pre,_udxced bya prohw{ ory in When P —
junction against future aging use. i,

, i iscretiori, to.sul injunc-
St TSl R
trates the public interest justification for i " for b

withholding prohibitory injunctive ‘re- mjunction prohibiting future use. Like
lief. The court considered that enjoining

information which, as to potential 8 See comments at Ns. 12 and 14 su-

and/or later entrants to the industry is, pra.
now or prospectively, a trade secret.

(Rel.14-9/80 Pub.738)

all injunctive relief for misappropria-:
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A-11 APPENDIX A

tion, a royalty order injunction is appro-
priate only if a misappropriator has ob-
tained a competitive advantage through
misappropriation and only for the dura-
tion of that competitive advantage 17 In
some situations, typically & »\ S
ing goed faith acquire f ',\
misappropriated by.ot! ;.2 ¢
conclude that ¢ H::Z sidecatio
that render @™pYORIBIETy inBnctiod
against futuge ¥ . gOpriat:

assets from receiver after trade secret
disclosed to public through sale of prod-
uct not subject to liability for misappro-
priation).

Section 2(c) authorizes mandatory in-
junctions requiring that a misappropria-
return the fruits of misappropriation
aggrieved person, e.g., the return
blueprints or the surrender of
ptitious D'notosz:raphs or record-

ecret protectlon with re-

render a rovalty : ole 9\\\"':\""""‘ more than one person is enti-
propriate. epgfa i \ m\ d

Jfacruring, In
fre, 198
1976) (purcha

Section 8.

(a) I
may géco
propria
enrichy ,:ﬁr
account in

17 Comp the
at §§ 7.08{

18 Presu"xaﬁ'v ctual damages”

HUETRH

at § 7.08[3][b] N.llO‘uprtL

D N O'the sa emformauon only that
om om misappropriation oc-

\ ntitled to a remedy.

® relief, a complainant
i Joss'® caused by misap-

0t 2 ay recover for the unjust

--. é tion that is not taken into

nages for actual loss.!?

- exists, the court
fount not exceeding

AlSo, a t provable damages or de-
fendant’s prafits, Jer Spray Cooler, Inc.

v. Crampton, 385 N.E.2d 1349 (Mass.

1979 courts ically award “reason-
708[3] [b] N.93
pr&ssly authorized

b the Act as a damagts-computanon
teclique. This seems @«derious over-

A MBS LI 8 VNLAL

plaintiff should obligatorily receive the
greater of his damages or the misappro-
priator’s profits flowing from the wrong.
Accordingly, the “also may recover”
proviso should not be construed to make
discretionary the award of the greater
unjust enrichment damages.

accounting, a procedure necessary to de-
termine unjust enrichment gains. Pre-
sumably accounting is to proceed under
general principles, requiring the misap-
propriator to justify deductions, §
7.08[3][d] N.14 supra. But cf. Act § 7(a),
which purports to supplant State restitu-

(Rel.24-5/87 Pub.733)
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twice any award made under subsection (a).2°
Commissioners’ Comment

As long as there is no double count-
ing, Section 3(a) adopts the principle of
the recent cases allowing recovery of
h a complainant’s actual losses and
sappropriator’s unjust benefit that
used by misappropriation. E.g.,

Like injunctive relief, a moncta.rv re-
covery for trade secret misappfodriation
is appropriate only for:th
which information |
tion as a trade sec?t
period, if any, it

tor retains an g [ — on International v. Velto, 525
competitorsmpeeatse ST CASY, 1975) (complainant’s
tion. Actual dagsdoc 46 a lalnant "‘Q::b: misappropriator’s benefit can
and unjus eIl ‘ ‘ 0 \\-\- ed). Because certain cases
are caused biygflisagbrdfidtionfuring R, g ctioned double counting in
this time dlone. & ‘ ar i ‘ award of losses and unjust
Corp. v. UniydFsal §Siide , Telex Corp. v. IBM Corp.,

172 F.2d (CAZ, 1949 2d 4894 (CA10, 1975) (per
for period subgfcught o 1s£lo ufe cert. dismissed, 423 U.S. 802

trade secret biflissued patent ‘ recovered rentals lost due
Co. v Fo05, g : Ia nent by misappropriator’s
(Mo0.1970) (recg¥erd@ble g ducts without deduction for ex-
limited to pafffcd e penses saved by displacement; as a result
taken misapproog . of rough approximarions adopted by the
secret without & is pat8ptiaron).d rial judge, IBM also may have recov-

claim for acrual damag wered developmental costs saved by mis-
can be combined wi# juncs propriator through misappropriation
tive relje® ectfto the same customers), the
ed, thémInCrrre—sterordmary ATt adoprsHn-express prohibition upon
precludg adnc 1z l\" the same item as both
in which & complainant and an unjust

o
n @ 4
tionary law? Are the general principles  P.C,, 212 T.S.P.Q. 601, 603—606 (W.D.
nesded 1o acie 8,2 proper accoum‘g Pa. 1981) (the court placed great signifi-

hat the in personam
B TH NSV W e
i

rade secret and the individual de-

, the Act is vague as_to whether f dants would, but fo is ruling, have
the comulamm i need be ee with-

9 Wﬂ} AN Wﬁf’m &
sufficient Standmg to bring suit w1thout ® Presumably the Act means to bave

joining the owner. At least one court has the jury assess exemplary damages, see
determined that an exclusive licensee =~ COMMENt to Act § 4, but Act § 3(b)
can maintain the action alone without - t2Kes the a.war:i of exemplary damages
joining his licensor. Frank M. Denison, Ut Of the jury’s hands.

D.D.S,, Inc. v. Westmore Dental Arts, Although no doubt § 3(b) is intended

{Ret.24-5/87 Pub.738)
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benefit to a misappropriator.

Monetary relief can be appropriate
whether or not injunctive relief is grant-
ed under section 2. If a person charged

to improve a prevailing

position, this exemplary d
will prove little $6
dant is deesp-poek
particularly gm
ages slight. Perh
be avoided

with misappropriation has acquired
knowledge of a trade secret in good faith
without reason to know of its misappro-
priation by another, however, the same
considerations  that can justify
(Text continued on page A-13)

g the award of exemplary damages
actual damages are relatively
,"and the circumstances warrant
portionate exemplary damages to

eaningful economic deter-

AULINENINYINS
IR TUAMINYAE
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denial of all injunctive relief also can Whenever more than one person is
justify denial of all monetary relief. See  entitled to trade secret protection with
Conmar Products Corp. v. Universal respect to the same information, only
Slide Fastener Co., 172 F.2d 1950 (CA2,  that one from whom misappropriation
1949) (no relief against new cmploycr of occurred is entitled to a remedy.
employee subject to contractus Section 4 allows a court to award rea-
tion not to disclose foml ; nable attorney fees to a prevailing
trade secrets where nesemployer in specified circumstances as a de-
cently had commitied 0,0 é to specious claims of misappro-
velop the trade seepets prior to notice ..” to specious efforts by a
misappropriation): . riator to terminate injunctive
If willful 2 ous ™ to willful and malicious
ropriation. In the Iattersxtuanon,

thorizes d take i into consideration
complainant e which a complamant will
dition to th ary damages in deter-
tion 3(a) an a ther additional attomcy s

that recoveq

whcthcr attomey s . fees
warded even if there is a jury,
usc Sectiop 285 (1976).

ary trebling’
there may b

If (1) a claim of mi 1S made in bad faith, (i) 2 motion
to terrmnate an U;W# ad: esisted in bad faith, or (ii1)
willful ang he court may award
reasonabte

Sectlon 5. E’ ervatlon of &precy

ALUSIAUNT. wmm el

an @lleged trade secret by reasonable means, which may include

4 R E et

21 With great r&spect, the Commis- . 22Patent damagc princxpl& are of
sion’s reading of Conmar seems to over- Jimited rational relevance, see § 7.08[3]
look the issuance of a patent disclosing  [b] supra. Moreovcr, patent damages

the trade secret, upon which the caseis  can include rmsonable royalty, whlch
widely thought to turn. " the Act omits.

(Rel.14-9/80 Pub.738)
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ordering any person involved in the litigation not to disclose an
alleged trade secret without prior court approval.

Commissioners’ Comment

If reasonable assurances o continuing wrong under California law

nance of secrecy could not bel imitation peried upon all recovery
meritorious trade secr \hgatk 5 upon initial misappropriation)
be chilled. In fashic ng safeg 1 erwater Storage, Inc. v. U.S.
confidentiality, a cot : Co, 371 F.2d 950 (CADC,

a respondent is provided su 1 den., 386 U.S. 911 (1967)
mation to pre a &z e, ong under general princi-
itation period with respect to a
ct of misappropriation begins
e that the act of misappropria-

jects a continuing wrong
ch to ‘the statute of limitations
ays the commencement of the
n period until an aggrieved per-
discovers or reasonably should have
ed the existence of misappro-
If objectively reasonable notica

isap ro'priation Xists, three years is
sufficient time to vindicate one’s legal

thority as to whet
propriation is a
Compare Monolin,
Co. v. Kaiser Aluminun
Corp., 407_F.24

‘J

Section

An actioh for misappropriation must be bfought within 3 years
after the misappsopriation is disogyered or by the exercise of reasona-

e aopddhe teak e n) g b U g ol
AR TS pumbaA o W o T 4 T

plaintiff, in an action timely brought, to  to misappropriations occurring before
recaver for all damages from the firstact  and after the Act’s effective date. But cf.
of misappropriation. Amplification of Act § 11. In proposing the Act, Florida
this section to express that result in has expressly made Act § 6 applicable to
unambiguous fashion might spare con-  prior misappropriations. Fla. PCB 80-
siderable unnecessary litigation. 15,

(Rel.14-9/80 Pub.738)
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Section 7. [Effect on Other Law]

(a) This Act displaces confhctmg tort, restitutionary, and other
law of this State pertaining to civil liability for misappropria-
tion of a trade secret.

(®)

] habxhty or relief that is not
09 of a trade secret;?*
—————— ﬂy fomnatlon of a trade secret.
ument

This A rotcct trade secrets, for ex-
remedy. It a ire governed by other law. The
law in ord mipsti S1g- 0.does not apply to duties im-
nificant secr FrFos. S 0L | nosed b that are not dependent
apply to du Vo, e W on the existence of competitively sig-
through an expfes 2 R ke nific: -\\- ret information, like an

contract.? Jhe & a - : d
nants not to disgloss cretsiangd 4, "E \
covenants not iny '

y of loyalty to his or her prin-

Section 8. 1A ity of. polication and Construction]

A onstrued-to effectuate its general
purpos ake unifor: &4 ecrq the subject of this

i '-‘ » ot the other defendant?

?'F : d on or some other fraction
tween tort (& V°r°d iz ~. of plaintiff’s legal fees be awarded? To
tract (expr&Ssly not covered) may, in what extent, if any, would a “tort” co-

perpetuating tht ﬁdcr'a’mmc Amegi s dcfendam havc an ht of contribution

92 c‘ " co-defendant?
a..u b4 . 1 “implied-in-fact”
(eg”

4 fo rmer employes wh adszgncd contracts would emasculatc the Act in

9 RERUTHD mﬂmfﬁ’m

subject to exemplary damages or attor- the employment agreement implied in
neys’ fees whereas other defendants (e.g, fact. See § 4.02. Should the Act exclude
another former employee who had not misappropriations involving former em-
signed plaintiff's agreement, but who is, ~ployees not subject to express employ-
as a matter of law, held not to use or ment contracts in States where an
disclose, § 3.01 N.8 supra) may be. “implied-in-fact” rather than “implied-
Would exemplary damages be imposed  in-law” analysis would obtain?

(Rel.14-9/30 Pub.733)
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Section 9. [Short Title]
This Act may be cited as the Uniform Trade Secrets Act.

Section 10. [Severa' ity
\

If any ¢ ; l‘ ” £ / /' ‘application to any person or

circumstances ‘isyheid alidity does not affect other
provisions or Applieations gf the AR Which can be given effect with-

out the invalid d to this end the provi-
sions of this A

Section 1
This Act Ak e
priatiqn Qdit
Section 12
The folloy 1d- AlS of' Ad > repealed:
m —
@ .
3)

ﬂ‘HEl’J‘VIEWﬁWEﬂﬂ’i
ammnmumwmaﬂ
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VII. Comparison of Pa & Trade Secrets

Patents and Copyrights Trademarks

U.S.: Patent Act of 1952, 35 U.S.C. ate e

§§ 1-293; Copyright Act of 1976, sity @ p

17 US.C. §§ 1-810. Essentially, ment, j

federal courts have sole jurisdiction (1939 . !
as to validity, but not as to licenses. ed. See BradeSecrets §
Practically all industrial nations of Federa B

have an extensive statutory patent raised in Seaqr

scheme. iti

U.S.: Flows from Congress’s gener-
al power to regulate commerce with
foreign ‘nations, and among the
several states, and with the Indian
tribes.” U.S. Const. Art. 1, § 8, cl.
3. Congress held to have no power
under the patent and copyright
[ clause of the Constitution to regu-
------------- ldtetrademarks. U.S. Const. Art. 1,
88} cl. 8; Trade-Mark Cases, 100
au 0 r J.S. 82 (1879) The present federal

tio. »i of trade secrels by the 1976 trademark statute, the Lanham Act
Copyfl ht Act, sce pomt 8.6 infra. (15 U.S.C. §§ 1051-1127), is thus

o regulation of trademarks

ﬂ u H ,J ﬂ EI V] 5 w H‘ ’]Jﬁﬁforeign' or interstate com-

. 15 U.S.C. §§ 1051, 1127.
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have enacted statutes regulating
trademarks used in intrastate com-
erce. One group of state statutes
provides for registration of such
arks and many are patterned
ipon the Model State Trademark
prepared by the United States
emark Association. See, e.g.,
United States Trademark Associa-
T , State Trademark Statutes
QO66).: New York has based its
cgistration statute upon the Model
3ill. NUY. Gen. Bus. §§ 360-368-¢
cKinney 1968). A second group
of state statutes deal with deceptive
trade practices and impact upon the
se of trademarks in intrastate
mmerce. A number of deceptive
1dE practices statutes are modeled
1pe the Uniform Deceptive Trade
Practices Act approved by the Na-
tional Conference of Commission-
orm State Laws and the

AU ¢ 3N U NN El“iﬁ?ﬁ“ Dar Assocition. See
AW AINTUNIINYAY

I-¥ XIONJIddY

SI-1V
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Patents and Copyrights

Trademarks

Uniform  Deceplive Trade
rdetices Act (U.L.A)), at 35-90
revision); Ohio Rev. Code
. §§ 4165.01-.04 (Page 1973).
ther statutes treat trademarks in
e context of such digparate sub-
© jects as false advertising; weights,
measures, and labeling; food,
drugs, and cosmetics; insecticides,

gigides, and rodenticides. See,
e.2, JNJY. Gen. Bus. §§ 350-350-¢

oK ihney 1968) (false advertis-
ngll N.M. Stat. Ann. 76-4-—4
(19%8) (misbranding of pesticides);
I1I. Ann. Stat. ch. 56 1/2, § 503.10

UL NIRRT e e

senting cosmetics, food, or drug
£ marks); Cal.gRenal Code § 537e

Q WIaNNT tu U112 A 123 e

vice where manufacturer’s label
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fication mark removed or
). State trademark statutes
Lpreempted by Lanham Act un-
§ ch statutes negate basic
lits and purposes of the federal
)Iden Door, Inc. v. Odisho,
.2d 347 (9th Cir. 1980); Burg-
7 g Inc. v. Hoots, 403 F.2d 904
(7th Cir. 1968) and are generally
eld not preempted by operation of
e federal patent and copyright
laws. See, e.g., Dave Grossman De-
signs, Inc. y. Bortin, 347 F. Supp.
f (N'D. 111 1972).

‘Common Law: State courts
id tederal courts on diversity or
pendeat claim) . have inherent
power to regulate trademarks used

commerce, Power to
ﬂ u El ’J ﬂ H V] i w ﬂq rademarks derives from

Judicial “sense of basic fairness.”
alewel Cos. v. West-hall Co., 413 F.

ARIAIN TN TREIRE o

I-¥ XIANAddY

LI=TY
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Patents and Copyrights

ﬂ‘lJEl’J‘VIEWl?WEI'I

Trademarks

sper curiam, 575 F.2d 1176 (6th Cir.
1978), and view of trademarks as
\\ rotectible  “property.”  Trade-
ark Cases, supra. State common
law trademark protection . not
preempted by Lanham Act unless
such protection negates basic rights
and purposes of the federal act,
Marinello v. Shell Oil Co., 511 F.2d
853~(3rd Cir. 1975), and generally
eldmot preempted by operation of
ederal patent and copyright
[aws. See, e.g., Boston Pro. Hockey
'dss'n..v. Dallas Corp.. & E. Mfg.,
Inc., 510 F.2d 1004 (Sth Cir.) cert.

23 U.S. 868 (1975); Frede-
?rne & Co. v. Book Sales

nc 4 I F Supp 1191 (S.D.N.Y.

ammnimumwmaﬂ

8I-TV

S1EYOES FAviL
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Patents: Products, substances, pro-
cesses, micro-organisms. Diamond
v. Chakrabarty, 447 U.S. 303, 100
S. Ct. 2204, 65 L. Ed. 2d 115, 206
U.S.P.Q. 193 (1980).

Copyrights: Literary works, com-
pilations, derivative works. 17
U.S.C. §§ 102, 103 and see their
definitions, /d. § 101. Ideas are not
protected, only form of expression.
Id. § 102(b) provides:

In no case does copyright protec-
tion for an original work of author-
ship extend to any idea, procedure,
process, system, method of opera-
tion, concept, principle, or discov-
ery, regardless of the form in which
it is described, explained, illustrat-

ed or embodied in such work.
See generally Trade Secrets §

9.05[4][e].

aw‘faxﬂﬂ

§“"//

Formulae, “trademark’ broadly defined
. empass symbols which iden-
ng cetfical Q\ :\; rce of origin of goods or ser-

| ! bspecies of “trademarks”:
demark—any word, name, sym-
N or device or any combination
f adopted and used by manu-
\ urer or mcrchant to identify his
300ds and dlstlnbmsh them from
10se manufactured or sold by oth-
trade sccret [irmc , _ers (consxdered to include nonfunc-
V. Bradley, 0 h? . ‘ ional product shapes, trade dress,
affinglyad 7 (] ackage configurations);
807 v;——"mr——r—?"“-" CEetT ark‘—mark used in the sale
Cour(™ fo -5 ising of services to identify

i
gramm servi “ s of one person and distin-
ware”’

computer,p “scratch pad 1 .« Buish them from the services of oth-
er, ion mark—mark used

myﬁ% ﬂ’li ﬁm onnection with prod-

d 5__4 vote, 60 F.2d 982 ucts or services Of one OI‘ more per
C.P.A. %}m Court hasamsons other thammark owner to cer-

AN1INE T E

0 be usad to updatc ‘the
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Patents and Copyrights

Trademarks

n ig€Te gt ah inver O fy regional or other origin,
not alenl: Jer (o8 vaterial, mode of manufacture,
of¥rcli: arty ol n 3 nality, accuracy, or other charac-
progaf ~ se40 the eristics of goods or services;
deait’s @0 S orStudy Ney pllective mark—used by members

echyg ider’ the £o a cooperative, or association or
Lay ), sufpes 2 \ other collective group or organiza-
ment of  of the-Ce htAct. tion to indicate membership; trade
of 197 [7.10express: name—individual  names, sur-
statutor . ¢ for '~ names, firm names, and trade
comput _ ata names used by manufacturers, in-
bases, W8] : uted = dustrialists, agriculturalists, and
in Decembes +£ ade Se- others to identify businesses or oc-
cupations. See generally, 15 U.S.C.
§F1127.

L 2Nz, O 7 Wis—21 —'.I

N Definition of “trademark” not here
-sonsidered to encompass other
ed, 459 rms of property rights protectible
ndcr Iaws and principles relating

944 1982)
( “deceptive trade

s"—e.g., false advertising,
ﬂ u H ’J w H V] i w ﬂ’]ﬁi el, etc. See 1 J. McCarthy,
arks and Unfair Competi-

tion § 4. 413

’QW’]ﬁ\ﬂﬂim UNIINYIAY

07-IV

SLIYDES HAVIL.
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(1973). Trademark protection de-
pendent upon public use of mark in
sale or advertising of goods or ser-
vices. United Drug Co. v. Rectanus
Co., 248 U.S. 90 (1918) (*There is
no such thing as property in a
trademark except as a right appur-
tenant to an established business or
trade in connection with which the
mark is employed.” Id. at 97; Res-
tatement, Torts § 719 (1938).

:' s being fixed in tangible medium.
0 the exclusive rights conferred under the
ce Diamond, m reemption of State Law,” 25 Bull.

Statutory copyright now inheres ‘5)
See 17 U.S.C. § 301(a). That section p
1976 Act. While trade secret law sh not be affecte
Copyright Soc’y 204 (1978), reproduc ﬁ& App. B-1 to Tra ecrets. But see Avco Corp. v. Precision Air Parts,

Inc, 210 U.S.P.Q. 894 (D. Al ; filpmitations grounds, 676 F.2d 494, CCH
Copyright L. Rep. { 25,405 (1 d H . W&ﬁ)ﬁgection VIII, particularly § 8.6
infra.

Extensive case devel 1tr usly apply in the same
device or process, covﬁx%w ﬁ Gafﬂx 3 t ﬁtv Is %Fﬂ] Ceystone Steel Fabrica-

I-V XIONEddY

IZ-1¥
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‘benefit simultaneously from all forms of prote oy g

or Co. v. Royal Industries, 552 F.2d
434 F.2d 1304 (9th Cir. .1970), cert.
ognition Systems, Inc., 362 F. Supp.
i Co., v. Andro Corp., 200 U.S.P.Q.
\ Ihic., 241 Cal. App. 2d 726, 50 Cal.
Is)dnic,, 357 A.2d 105 (Del. Ch. 1975).
) n Serv, Bd. Contract App. 1977)

(5P tln nanufacture). See Trade Secrets §
o \\

1. principles. Related subject matter may
product is made with a trade secret process
s category.

denied, 402 U.S. 945 (1971); Lundy Elec
130, 158 (ED Va. 1973), aff’d, 493 F.2d
538 (N.D.N.Y. 1977); Components Jor |
Rptr. 829 (Ist Dist. 1966); Data General
Cf In re Educational Computer Corp4
(distinguishing between patented ‘article :
8.02[2]n.9.2.

There is little antithesis between trademark,

and sold under a well known mark. Polaroid ﬁln Ay

>

There can be overlap or coexistence bet in certain situations. Nonfunctional

package configurations and product sh ;m vh-seriatim, qualify for both design
patent and trademark protection. .See ﬁ,"-?*‘**'—-‘ """""" = et dion of Honeywell, Inc., 497 F.2d
1344 (C.C.P.A)), cert. denied sub. nom. ~ ] f 4) (existence of design patent on
configuration of portion of thcrmostatdo not autoniz y (efeder rademark protection); Application

of Mogen David Wine Corp., 328 F.2d 925 (C.C.P.A. 1964) af/’d after remand, 372 B.2d 539 (C.C.P.A. 1967)

(Smith, J., concurring) (existence sign | 1 nl cat s with Application of Deister
Concentrator Co., 289 F.2d 496 ﬁﬂl i‘ gqc conc ntratmg and cleaning table
subject of utility patent not sus fe rotec ackage configurations and

product shapes covered by functional patents often \wurnot bc prop %subjccts for 'tia«lrma[k protection, each

case turns on its own pagq w,j aﬁﬂm ﬁﬁ:fbr %48?‘1 C.C.P.A. 1969) (ef.

ey

SIFYDHES 3avil
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functional significance is attributed
. ns significantly affect the field of
JTime Corp., 491 F.2d 877 (2d Cir.

1974) (Sears-Compco bar {o state con dotionsfar i g f mtxon)

Patents and Copyrights Trademarks

No requirement of novelty or non-
obviousness, Trademark Cases,
suprqg (“The ordinary trademark
has no necessary relation to inven-
tion or discovery . . . [it] is generally
he.growth of a considerable period
fuge . . . [and) often the result of

Patents: Novelty required, as,is
nonobviousness. Worldwide prior  not
art can anticipate, About 80% of
U.S. patents held invalid on appeal.  claimed  trid
E.g., Sakraida v. Ag Pro, Inc., 425  known or.i ot
U.8. .273, 96 8.Ct. 1532, 47 L. réle

Ed.2d 784, 189 US.P.Q. 449 “w—-
(1976) (striking down combination | 3L aecident rather than design. W
patent thereby reyersing the Fifth ori ality w parate it Jd at 94). Trademark must be suffi-
Circuit, in a case that lasted over from cvefy -day knowlcdgc " ciently distinct from prior marks in
7 years, and involved two appe se as not to cause likeli-
to the Fifth Circuit on valldnt)g 13’ ﬂﬂﬂ ng ﬁlon? public confusion. See

Reportedly, currently some U approvmgly cited, Forest Labs., dxscussxon under Civil Remedies

Customs Service agents refuse to Inc. v Ptlhbury (5 452 F.2d 624, vailable, (fra.
exclude alleged patenta!wq aqﬁlﬁm m%qq w El

IV XIONAJddV
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Patents and Copyrights Trademarks

ment product unless patentee can 1971).
produce judicial decision to estab- ers
lish patent validity! Assg
Copyrights; Only originality of au- 241, 3
thorship is required. 17 U.S.C. § righ
102(a). But only form of expres- 1981),
sion, not underlying idea is protect- (198
ed. Id. § 102(b). See Trade Secrets
§o.05[4lel

Patents: Required, and must be sro-  Necessity for public use of trade-

best mode; Patent Act § 112; sup-, Eeti 1s€es, - acqul 1agk in sale of goods or rendering
pression combined with *public fiEe—independent—contiactors—ofdeavices. Trademark must be as-

use” forfeits statutory rights. See V oeiated with goods or services to
Young v. Dworkin, 489 F.2d 1277, i XE to preclude un orized ﬁlify for protection. Restate-
12821287 (C.C.P.A, 1974);  use and disclosure. nt, Torts §§ 718, 719 (1938)
Palmer v. Dudzik, 481 F.2d 1377 (trademarks); Application of Uni-
'}ﬂ I Products Co., 476 F.2d

ns ca .C.P.A. 1973) (service

1385-1387 (C.C.P.A. 1973); s
Public Use and Sale,” 49 J.P.O. S bution without logs of pr0pr1 %y marks).

generally Pigott, “Concepts o cau
399 (1967). But public, QI\WQ"] ﬁﬁsﬂ'ﬁm ﬁm ﬂ E],-] a U

YT-1IV
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ing use of invention that precedes
invention of a patented version in-
validates the patent. Dunlop Hold-
ings Ltd. v. Ram Golf Corp., 524
F.2d 33 (7th Cir. 1975), cert.' de-

"nied, 96 S. Ct. 1435 (1976), and pri-

vate use can be “prior art” and
hence invalidates a subsequent in-
ventor’s patent. This important
issue is currently well summarized
at P.L. Burke, ‘““The ‘Non-Inform-
ing Public Use’ Concept and Its Ap-
plication to Patent-Trade Secret
Conflicts,”’ 63 J. Pat. OIf. Sec'y
459 (1981).

Copyrights: Statutory copyright no
longer requires “publication with
notice,” the 1909 Act standard.
The 1976 Act affords statutory
protection to published and unpub-
lished works: the test is fixation in
tangible medium of expression. See

-V XIANIddV

STIV

17 U.S.C. §§ 301(a), 401 (notxceﬂuﬂ’; V]ﬂ‘wsw El']ﬂ‘i
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Patents and Copyrights

required only for published works;
inadvertent omission can be cured,
id. § 405). Although registration of
the work by deposit is required as
a prerequisite to securing impor-
tant remedies—statutory damages
and attorneys fees, id. § 412—there
are statutorily .recognized excep-
tions to “full” registration, id. §
408(b), which by regulation, for ex-
ample, permit filing only of “iden-
tifying material” for computer pro-
grams and data bases. See Trade Se-
crets §§ 9.05[6])[c](ii][A], [6](c]l

Jelliv
Unprotected disclosure (e.g., Suﬁ u El ’J ﬂ E]‘ V'I i w El’] n ‘j’
of most products, trade journal af-

ticles, failure to maintain adequate

ff;if;’.y%,-aﬂ":?éiiet.f‘é'é’55W'] 891 JUNAIINA Y
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Patents: Relatively high: standard
electronic patent in  significant
commercial jurisdictions estimated
to cost $15,000 to $20,000.

Copyrights: Negligible cost ($10;
$120 if expedited handling sought)
and automatic extension to .all

countries adhering to Universal

Copyright Convention. See, howev-
er, “Territoriality” infra, and
Trade Secrets § 9.05[7][a].

o Relatively low, but difficult to
measure economically. Courts and
U.S. Patent and Trademark Office
rccognizc validity of initial “token”

tablish basis for trademark registra-
tion where there is intent to
continue use of mark. See Fort
Howard Paper Co.v. Kimberly-
Clark-. Corp., 390. F.2d 1015
(C.C.P.A)), cert. denied, 393 U.S.
831 (1968); DeMert & Dougherty,
.. v, - Chesebrough-Pond’s Inc.,
348 F. Supp. 1194 (N.D; 1L 1972),
"X Application fee for federa] trade-
= mark. registration. $175.00 (15
'L US.C..§ 1113(a)l.). State trade-

mark application fees vary, but gen-
not more than $25 00. (.S'ee

ﬂ U EJ m EJ\ NIN TR St Tdman

tion, State Trademark Statutes, Su-
pra. However, generally held that

QW]Mﬂ‘mJﬂJ‘W]’JVIEI’lﬁH

Vo trademark shipments made to es-
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Patents and Copyrights

’QW’lMﬂ‘iﬁuﬂJWl’J ANPIRY

Trademarks

“wuse of trademark prior to establish-
“mient of a business not sufficient for
“acquisition of protectible rights.
nited Drug Co. v. Rectanus Co,
supra; Heinemann v. General Mo-
tors Corp., 173 U.S.P.Q. 214 (N.D.
I1l. [1972) (desire to open future
business not sufficient to render ser-
vice mark protectible). [Cf trade
ret definitional requirement of
l‘ in one’s business lending a

mpetitive advantage.”] Accord-
w ;,ly necessary to consider business
Start up expense in estimating cost
of trademark protection. Consider

ﬂ u El fJ ﬂ H V‘I 5 w Ell]ﬂ?st of trademark develop-
ademark clearance, trade-

mark protection, and related pack-
hic design work.

8¢-1IY
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R

Patents: Upon issuance of letters
patent, frequently 2 to 5 years after
application: no statutory protection
for pre-grant “infringement”. Sears
requires termination of trade secret
status upon issuance of patent. For-
est Labs, Inc. v. Pillsbury Co., 452
F2d 621, 171 US.P.Q. 731, 732
N.4 (7th Cir. 1971). And see Timely
Products Corp. v. Arron, 523 F.2d
288, 304 (2d Cir. 1975).

Copyrights: Upon “fixation” in
tangible medium. If work is pub-

lished, it requires copyright notice:
consider ‘“Unpublished work, pro-

tected as such under the Copyright ¢
Act of 1976, licensed —.” ﬂ u H
U

W‘Z// From date of [irst use in business
' 'lcnding competitive  advantage:
—emmgenerally held to relate to R&D de-

pment onward. Trade Secrets §

‘rom date of first public use of
ademark considered inherently
dislinctive (fanciful, arbitrary, or
\ gestive). See Columbia Mill Co.
p. Alcorn, 150 U.S. 460 (1893); Res-
tement, Torts § 717, Comment f
(1939). From date of achievement
of secondary meaning through pub-
lic use of non-inherently distinctive
ademark. Carter-Wallace, Inc. v.
ctoan & Gamble Co., 434 F.2d

AOLh Cir. 1970); Restatement,

.f-h § 717, Comment f, supra.
!
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. Patents: U.SA. patcnt is limited to

Patents and Copyrlghts / =9 ets Trademarks

Trademark registered under Lan-
ham Act (15 U.S.C. §§ 1051-1127)
generally has superior rights
92 S. Ct. 1700 (1972). Accordingly, throughout the United States. See
granting licenses under foreign pat-, 15 U.S.C. §§ 1057(b), 1072, 1115;
ents but not under. corresponding . &ic; ol oad ter-  In Re Beatrice Foods Co., 429 F.2d

U.S. territory.. Deepsouth Packing
Co. v. Laitram Corp., 406 U.S. 518,

‘U.S. patent is permissible. United riorial pr A attributed 467 (C.C.P.A. 1970); John R.

States v. Westinghouse Elec. Co., e Pazis' Convent sracti-  LThompson Co. y. Holloway, 366
648 F.2d 642, 647-48 (9th Cir. s ,5 2d 108 (5th Cir. 1966). Federal
1981). Certain acts initiated outsid® Zyemrs HJ egistrant cannot enjoin local junior
U.S. may culminate in mfxmgemen rademark user, however, until
in US. See Decca Ltd. v. Umted likelihood of federal registrant’s ex-
States, 544 F.2d 1070 (Ct. pansion into junior user’s market
1976). Caveat: asserting U.S. patent area shown. Dawn Donut Co. v.

Food Stores, Inc., 267 F.2d
-in Tariff Act exclusion fron ﬂ H ’J Qfl ﬂ V] j w H ’] ﬁﬁs
action puts validity of a 1 | =, Ko LBU)s Setendlfle dp-

£ plications v. Energy Conservation
Euarcly oeipk. Corp., 436 F. Supp. 354 (N.D. Ga.

Copyrights: By conv wﬂﬁ q ﬂ i Eu u M "] IJ‘ w H’Tﬁﬂﬂ] registrant’s nation-
the Universal Copyright’ Con r rights further cir-

tion, publication in member state cumscribed by limited area defense

0e-1V
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Patents and Copyrights

and deliberate infringement, attor-
neys’ fees may not be awarded if
the court determines that the copy-
ing issue presented novel and diffi-
cult questions of law, such as
whether a later-developed comput-
er program written in a completely
different language constituted an
infringement. See Whelan Assoc.,
Inc. v. Jaslow Dental Laboratory,
Inc, 609 F. Supp. 1307,
1320-1321, 225 UBDP.Q. 156
Copyright L. Rep. { 25,785 (E.D.
Pa. 1985).

Co., . , ‘\ ‘, sistances, see 15 U.S.C. §§ 1064,
1969) ( \ 10 1119 and for award of dam-

o Lal \ oesto party injured by conse-
Co., % iDj . WMd. quence of a falsely or fraudulently

; ed federal trademark regis-

trdion. 15 US.C. § 1120,

erned by g8 Slate trademark statutes vary in
federal dive mis. il relief available upon infringe-
R. Civ. Prd®. 66 = ment. Under Model State Trade-

ol - wark Bill, the owner of a state
Preliminary 1n ommionly registered mark may obtain injunc-
granted. Denfad= ive relief against infringement and
: det appropriate  circumstances

2 >3

very of infringing articles to ei-
egwcourt or himself for destruc-

N.E.2 " 1000 (T — tiot rﬂ Recovery of  plaintiff's
damages and defendant’s profits

are_consequence of infringe-

ﬂ u EI‘ ’J qn EI ﬂ j w H‘rﬁc a o vailable. Model Bill fur-

rovides for award of damages
£, to party mju by consequence of

ARIANT TUNRTI ﬁeﬁiﬁﬁﬂfﬁfﬁoﬁfﬁﬁﬁ

cancellation of state trademark
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secures “‘national treatment” in sig-
natory states. Query: is this any
comfort as to computer software,
the copyright status of which has
not received much enthusiasm
abroad? See Trade Secrets § 9. 05[7]

[a].

Y

\\\ st out in § 33(b) of Lanham Act,
' vee 15 U.S.C. § 1115(b)(5); Burger
ing, Inc. v. Hoots, supra. State
nmon law trademarks generally
brotected in the market areas where
sed,: known by the public, or
wluch are in trademark owner’s
zone of natural expansion, See
Hanover Star Milling Co. v. Met-
alf, 240 U.S. 403 (1916); United
__ruglLo..v. Rectanus Co., supra,
Wiof common law trademark user
m narkets not covered by forcgo~
m “principles entitled to use mark

-those. markets where mark

good faith without
ﬂ u El ’J V'I H V] 5 w ﬂﬂm of senior user’s mark.

Hanover Star Milling Co. v. Met-
&, calf; supra (jundor user must not se-

'&J WIANNT tu NI BY TR oo inimica

such as to take the benefit of the
reputation of his goods, to forestall
the extension of his trade, or the

'V XIONHdIV
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Patents and Copyrights

Trademarks

ke’ Id. at 415); United Drug Co.
W Rectanus Co., supra. See Alex-
ander & Coil, “Geographic Rights
n Trademarks and Service Marks,”
68 T.M.R. 101 (1978). State trade-
mark registration covers registra-
tion state only and generally does
not alter common law rules of
mark territoriality. However,
m:' ence of a federal registration
ng the mark, state registra-
t ’:» may give registrant rights over
ai” entire state, even though the
mark is" used only in one part of

AU ¢ 39 El\ NTWRITAT 2o s

(Ohio 1963). But compare Burger

RN TUNMINBTRE
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Patents: Upon earlier of patent ex-
piration or first judicial declaration
of invalidity under Blonder Tongue
Laboratories, Inc. v. Univ. of Ill,
402 U.S. 313 (1971). Thus, max-
imum: 17 years. And, even if the
patent has not expired or been de-
clared invalid, it may nonetheless
be unenforceable against third par-
ties if it has been misused. As to the
history, and current insights into
the meaning, of the development of
misuse principles, see Dawson
Chem. Co. v. Rohm & Hass Co., 445
U.S. 948, 100 S. Ct. 1595, 63 L. Ed.
2d 783 (1980).

‘// Beef House v. Abners International,
<. C

o Inc., 227 So. 2d 865 (Fla. 1969).

S —

.( N

r ~ ademark protection at common

\ \ n d\ theoretically perpetual assum-
ing proper continued public use and

\,. nonabandonment. Abandonment
‘\ neric term for occurrence of sev-
Al ) eral conditions which can result in
oss of trademark rights: abandon-
ment through nonuse of mark
(nonuse of mark coupled with in-
tention of trademark owner to re-
readil linquish trademark rights. See, e.g.,
ﬁ_—i,:s ghner v. Lisner & Mendelson

a, 179 U.S. 19 (1900). Intention
g.relinquish trademark rights can
197 u] or subject o't secret be xpress or implied from circum-
com ng genemlly known such as stances. Under Lanham Act,

as sale of tl :-‘}5’;* ye. #J

ﬂumwﬂmwmm
’QW’]ﬁNﬂﬁﬂJ AN Y
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Patents and Copyrights Trademarks

nonuse of mark for two consecutive
years deemed prima facie abandon-
ment. 15 U.S.C. § 1127; abandon-
ment through failure to prosecute
trademark infringers, Winget Kick-
ernick Co. v. La Mode Garment Co.,
42 F.2d 513 (N.D. Ill. 1930) but
compare United States Jaycees v.
anufaclrner , San Francisco Jr. Cham. of Com.,
‘;,”"’“ 220 354 . Supp. 61 (N.D. Cal. 1972),
A iy Fenmpllain e, £ d per curiam, 513 F.2d 1226
{;‘“m" e e “y(9th Cir. 1975) (failure to prosecute
— trademark infringers other than de-
i

1er ter ’ :
fendant irrelevant to trademark in-
trols, Inc., 357 A.2d 105 (Del. fringement  action);  substantial

Cha#1975) (confidentiadplans and ﬁ e in nature or type of goods

ﬂ uﬂguﬂﬂm ﬁwﬁjq inder mark, see, e.g., Pepsico,

. Grapette Co., 416 F.2d 285
copy computuk Certain products (8th Cqu)969) (change from cola

ARIANN 3N UNIINYAY

Copyrights: Assuming compliance
with notice and registration provi-
sions, duration is very long; typical-
ly, for individual authors, life plus
50 years, 17 U.S.C. § 302(a), and
for “corporale created” works, 75
to 100 years. /d. § 302(c). See'Trade
Secrets, § 9.05[5][c].

e A R v
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may not reveal rad 17 See o pepper type beverage); and sub-
Aerosori v, Trodyn® _Gorp., stantial change in trademark for-
402 3099961 h Qi 1960=SPhee  mat, see, e.g, 15 U.S.C. § 1057(d);
' Unitec Industries, Inc. v. Cumber-

land Corp, 176 USPY. 62
\\ T.T.A.B. 1972). Other situations
- which can result in an abandon-
ment of trademark rights: licensing
""\\. nmxiﬁ without adequate control
y trademark owner over quality of

the goods sold under mark; assign-

good will (“assignment in gross”);
and trademark becoming generic
name for its product or service. See
generally, 1 J. McCarthy, Trade-
marks and Unfair Competition, su-

g §§ 17:1-:10; 1 J. Gilson,
‘ demark Protections and Prac-

, §§ 3.06, 3.07 (1974).

B cderal frademark registration ini-
tially valid for period of 20 years 1f

ﬂumwmw g e e
ARIANTUNNIINYAY

ment of mark without associated -
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Patents and Copyrights

Trademarks

St U.S. Patent and Trademark
Office within (ifth year of registra-
tion date stating mark still in use, or
{ not in use, that nonuse is due to
special  circumstances cxc.using
such nonuse and not due to any in-
tention to abandon the mark. 15
U. § 1058(a). Federal registra-
Lpiay be renewed for subsequent
ar periods upon the filing of
:.::,: avnt with U.S. Patent and
Prademark Office stating the mark
still in use of interstate or foreign

ﬂ u e or showing that any
El ’J V'I N VI i w Hqﬁﬁs due to special circum-

stances excusmg such nonuse and
not due to intention to abandon

ARIANT 0 4N NAVIRR L
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statutes vary, state registrations

‘// generally are for 10 year duration,

.wilh provision for subsequent 10

‘ﬁc:xr renewals upon proof of con-
~ ued use of mark in the state. See
~ Model State Trademark Bill and
RS tate Trademark Statute table con-
tained in United States Trademark
\ssociation, State Trademark Stat-
tes, supra.

Patents and Copyrights Trademarks
Patents: Statutory exclusivity af-  None. Trades& g ages Independent discovery not an avail-
fords complete protection against independent: des t. able defense at common law except

"

subsequent independent discoverer
as against any other infringer: if
patent valid.

Keya i f‘y ited situations where mark
¢ -‘:.‘.‘!::E!:‘mm-"-m-“—-—m{" 5 ed by junior user in good faith
i vithout knowledge of senior user’s

the ;: dependen ! doc- rark (in markets where senior
Copyrights: Copying is required el-  trin€. See, e.g, cases collected at uStr’s mark not used or known by
ement of infringement, but if defen- Trade® Secrets § 7.08[8}# N.12, the public, and not in senior user’s

dant’s access to plaintiff’s work cﬂ WH@%’HC‘W@’W'H "z}matuml expansion). Where
ARIANIUNRINYIAY
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Trademarks

Patents and Copyrights
federal registrations involved, ju-
nior user who adopted mark before
date of senior user’s registration
and without knowledge of senior
user’s prior use entitled to use mark
in its trade territory as constituted
at date of senior user’s registration

where junior user’s use continuous.
ten in one source code languagee— s

be shown, proof of copying may be
established circumstantially. See
generally ‘A. Latman, Copyright
Law 160-168 (5th ed. 1979).

Infringing copying of a computer
program may occur even if the al-
legedly infringed program is wri
“ See “Territoriality”, supra. Good

and the alleged infringing progras . '+ | faith independent  discovery of
is written in an entirely different mark by junior user (absence of
source code language which lan- : - wrongful intent to infringe) may in-
guage itself would prevent a literal g o fluence award and amount of defen-
translation but rather woﬂ e o *dant’s profits and damages and
quire a material independer : u H ’J Qfl H ﬂ i w ﬂ‘,] ﬂsc pe of injunctive relief granted.
which effort would nonetheféds be e, e.g., Champion Spark Plug Co.
F v. Sayders, 331 U.S. 125 (1947) (ac-

n

copying. See Whelan, 2 nIDC ¢ L,
v. Jaslow Dental LQF ory, | ,q ﬂ ﬁm u M r] ’g V'I El ﬁluﬁ of profits); Kentucky
609 F. Supp. 1307, 1320-1 21, Fri ibken v. Diversified Pack-

SIFTIDIS IAVEL
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U.S.P.Q. 156, Copyright L. Rep. {
25,785 (E.D. Pa. 1985). #

Patents and Copyrights

Patents: Damages (which may be
a reasonable royalty) and/or in-

junctive relief. Attorneys’ fees re-,
coverable in exceptional case (but

watch out for alleged infringer’s at:
torneys’ fees), and courts are sym-
pathetic to fee applications in in-
tentional infringement actions. See

Leesona Corp. v. United States, 530
F.2d 896, 198 U.S.P.Q. 4 (Ct. CL

1978) (after awarding damages in
excess of reasonable royalty to as-
sure entire compensation under

statute governing infringement aﬂ u%i

aging, 549 F.2d 368 (Sth Cir. 1977)
(scope  of injunctive relief);

'/ // Armstrong Cork Co. v. Armstrong

.——‘ Plastic Covers Co., 434 F. Supp. 860

———
| \(E D. Miss. 1977) (scope of injunc-
‘ ive relief).

Trademarks

Under Lanham Act (15 U. S C
88 1051-1127), trademark owner
entitled to recover “subject to the
* principles of equity” (1) defen-
dant's profits, (2) any damages
sustained by plaintiff, and (3) costs
of the action. Judicial discretion to
award treble actual damages and to
ter judgment appropriate to cir-
elinistances of case upon finding
secovery based upon profits in-
E equate or excessive. 15U.S.C. §
1117. Punitive damages, however,
cannot be awarded under Lanham

9 h Gif. 1975)
%l ’]Aﬂ eﬁeaars World, Inc. v. Venus

313- 328 3
19 73) s

gcs plus e unctive
rehef) Tri- Tron Int’l v. Velto, 525

ATl INg A
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Patents and Copyrights _ Trademarks
tions against Government, court | “perting N ounge, Inc., 520 F.2d 269 (3d Cir.
/ : -

awarded attorneys’ fees separately P e ! 5), but pursuant to a January 2,
N 975 Lanham Act amendment

under 35 U.S.C. § 285). Prelimi- » Digf t&euré, yrols, . ,
nary injunction rarely granted. 0H(DelilChi-A975) (per urt in “exceptional cases” may

'

award ‘‘reasonable attorney fees”

Copyrights: In addition to dam- o the prevailing party. 15 U.S.C.

ages, there are statutory (ie, not fendant DEOPT § 1117, Trademark owner entitled
proven) damages up to $50,000, 17 manual, et under Lanham Act to injunctiye re-
US.C. § 504(c), attorneys fees, id. minicompu r)pAsttonne ees lief to prevent violation of its rights
§ 505. Seizure, impounding and de-  frequen; warded to pre and-court authorized to include
struction are readily available, see »___-_=_‘-_,‘ ions in injunction (a) direct-
id. § 503 and Fed. R. Civ. Proc. 64. \ : g defendant to file with court re-

Generally see § 9.05[11]. , - rt stating its manner of compli-
rade se- mc with injunction terms, and (b)

Preliminary injunction routinely cret EE. Forest Labs., Inc. v. Pills- requiring delivery to court for de-
(

granted. ury, 2 7 i of infringing articles.
ﬂ 2.0 th/'Ci ﬁﬁﬁ §§ 1116, 1118. Lanham
Attorneys’ fees are not, howeve Q plaintiff); rtolith "Port=" Act further provides for cancella-

automatic, but rather discretion- land Midwest Co. y. Kaiser Alumi- tion of fedgral trademark re-

B i R ST A D VTR e
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Patents and Copyrights

Trademarks

pistration under appropriate cir-
"\ cumstances. See Model State
rademark Bill, §§ 8, 10, 11, 13,
contained in United States Trade-
mark Association, State Trade-
mark Statutes, supra. See, e.g., N.Y.
“Gen. Bus., §§ 368-368-e. (McKin-
ney 1968) (adopting Model Bill in
5 ance). Unique feature of
l‘ el Bill in substance). Umque

re of Model Bill provision
n akmg actionable dilution of dis-
tinctive quality of state registered
ror common law mark (notwith-

ﬂ U El ’J ‘VI El 'Vl 5 W )i v Speiedaiiv

Model State Trademark Bill, § 12,

R8N T [ YPT f  r
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// mark Statutes, supra. Dilution
_‘ provision adopted in many states,
S —— 5c¢, C.8, N.Y. Gen. Bus., § 368-d
~ McKinney 1968), but most courts
decline application of dilution stat-
e in absence of likelihood of con-
usion. See, e.g., Alberto-Culver Co.
). Andrea Dumon, Inc., 466 F.2d
L7905 (7th Cir. 1972) (no recognition
sen Illinois dilution statute in ab-
ence of finding of likelihood of
onfusion) but compare Polaroid
Corp. v. Polaroid, Inc., 319 F.2d 830
(7th Cir. 1963) (recognizing that Il-
linois dilution statute may apply in
absence of finding of likelihood of
copfusion). Trend may change,
e we ver, with recent New York
COurt of Appeals decision in Allied
‘ainlenance v. Allied Mechanical,
2 N.Y 2d 538, 399 N.Y.S.2d 628
(N Y. 1977), recognizing validity of

rk antidilution statute. The
ﬂ u El (J w E]‘ V] 5 w El p 1c ion of Allied Maintenance

as generated confusion in the New

Wmnmumwmaa
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Patents and Copyrights

AULINENINe

Trademarks

¥ A federal courts. See, Dallas
boys, ete. v. Pussycat Cinema

604 F.2d 200 (2d Cir. 1979)
opting Allied Maintenance con-
ion that New York dilution
“statute can apply in absence of find-
ing of likelihood of confusion) and
compare, Mushroom Makers, Inc.v.
. Barry Corp., 580 F.2d 44 (2d
Cir978) (characterizing Allied
Wienance interpretation of New

Yofk dilution statute as dictum).
i¥
i

/.

&

er state common law, injunc-

Und

ﬁ
ro

¢ £ Cr'S actual damages. See generally,
AR TN TG

relief available for trademark
%t, .as are defendant’s
nd/or the trademark own-

122084
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31; 1J. Gilson, Trademark Protec-
tion and Practice, supra, §§ 8.07-
.08. Punitive damages and costs
available in many state jurisdic-
ions, see, e.g., Big O Tire Dealers,

odified, 561 I'.2d 1365 (10th Cir.
WJ1977), cert. dismissed, 434 U.S.
1052 (1978) ($16.8 million punitive
\\ damage award under Colorado law
educed to approximately $4.0 mil-
lion), but attorneys’ fees generally
not available. See Textron, Inc. v.
Spi-Dell Watch & Jewelry Co., 406
F.2d 544 (2d Cir. 1968) (applying
New York law; attorneys’ fees un-
vailable in trademark infringe-
.‘.J action); Winthrop Chemical
" v. Blackman, 288 N.Y.S. 389
(N.Y. Sup. Ct. 1936) (attorneys’
ees unavailable in trademark in-
fringement action).
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Patents and Copyrights Trademarks

‘ availablc under Lanham Act,
\ rovisions of statutes such as Fed-
\ al Alcohol Administration Act
27 U.S.C. §§ 201-212) and Federal
‘ood, Drug and Cosmetic Act (21
Copyrights: Available, 17 US.C, § [ederlf gfinfisdt St ‘ 2y USC 33 301-392)  directed
506, and frequently entered, Trade'Searels : !‘ ¢l ‘against l-radcmm'k misbranding but
' i dP el ﬁr,gﬂ ¥ - not considered trademark statutes.
txon avallabl — : end. Many states have enacted criminal
LT laws concerned with the counter-
N ciflg of marks and labels and the
"‘» spurious goods. See general-
*; {arrison, “Penal Actions for
fademark Infringement A Survey
o Statutes and Cases,” 57 T.M.R.
285 (1967) (table of state criminal

ﬂ U Eﬂ m H 1 ’a‘ W) Tf YR o prademaric), see

279-q  (McKinney 1968) (New

RIAIA T UM HBERE =

Patents: Not available: civil action
is remedy for infringement. Patent
Act § 281. N.B. Copyright Act of
1976, 17 U.S.C. § 506 has severe
penal sanctions. ‘ragl Scffre, _
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