August 24, 2004

Dear 

Recently, the Uniform Trade Secrets Act became law in Pennsylvania.  It grants benefits to the trade secret owner which were not available before, but it also has new pitfalls.


The new law probably makes more types of information protectable as trade secrets.  Previously, information had to be used in the owner’s business to be a trade secret.  Now information only needs to have actual or potential economic value because it is not known or readily ascertainable by others who can benefit from the information.  Future marketing plans have economic value even if they are not currently used in business.  While only one drug formula might be used in business, the hundreds of wrong formulas also have economic value because knowing them saves development costs.


However, under the new law there must be reasonable efforts to maintain the secrecy of information, or else it cannot be a trade secret.  Reasonable efforts will vary with the situation, and may in appropriate circumstances include computer firewalls, confidentiality agreements, employee clean desk policies, and other programs.


The new law also provides that one who acquires trade secrets from persons with no right to disclose them may be liable for the disclosure.  This means that great care must be taken in hiring employees away from competitors, for the new employer could have liability if the employee discloses information.


The new law increases the remedies available to the trade secret owner.  Injunctions are more powerful.  The owner can be awarded damages based on both his losses and the gain to the persons taking the information.  New standards are set for awards of punitive damages and attorneys’ fees.


The new law does not replace carefully drawn confidentiality and non-disclosure agreements.  It emphasizes the need to develop and implement secrecy programs.  But it does provide important new tools to protect trade secrets, the crown jewels of many businesses.








Sincerely yours,








Mitchell B. Gerson, Esquire 
